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Coleco  Industries  •  Coleman  •  Colgate-Palmolive  • 
Colt  Industries  •  Combustion  Engineering  • 
Compaq  Computer  •  Computervision  •  ConAgra  • 
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puter •  Procter  &  Gamble  •  Quaker  Oats  •  Quaker 
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Brass  •  Revlon  •  Rexnord  •  Reynolds  (RJ  )  Indus- 
tries •  Reynolds  Metals  •  Richardson-Vicks  • 
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national •  Rohm  &  Haas  •  Rohr  Industries  •  Roper 

•  Rubbermaid  •  SCI  Systems  •  SCM  •  Sara  Lee  • 
Savannah  Foods  &  Industries  •  Schering-Plough  • 
Scientific-Atlanta  •  Scott  &  Fetzer  •  Scott  Paper  • 
Seagram  (Joseph  E )  &  Sons  •  Shell  Oil  •  Sheller- 
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Laboratones  •  USG  •  Union  Camp  •  Union  Carbide 

•  Uniroyal  •  United  Brands  US,  Steel  •  United 
States  Tobacco  •  United  Technology  •  Universal 
Foods  •  Unocal  •  Varian  Associates  •  Vulcan  Materials  • 
Walter  (Jim)  •  Wang  Laboratories  •  Warnaco  • 
Warner-Lambert  •  Washington  Post  •  West  Point- 
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Willamette  Industries  •  Wilson  Foods  •  Winn 
Enterprises  •  Witco  •  Worthington  Industries  •  Wrigley 
(Wm  Jr.)  •  Xerox  •  Zenith  Electronics  • 
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Some  people  seem  to  wonder  how  a  luxury  car  can 
be  a  luxury  car  and  still  be  exciting  to  drive.  At  Porsche, 
we've  always  wondered  how  a  luxury  car  can  be  a  luxury 
car  and  not  be  exciting  to  drive. 

After  all,  isn't  the  ability  to  provide  exciting  perfor- 
mance one  of  the  greatest  automotive  luxuries  of  all? 

That  was  what  we  set  out  to  prove  in  1978  with  the 
hii-hiv  acclaimed  Pbrsche  928. 


Now,  eleven  years  later,  the  continually  refined  • 
Porsche  928  S4  combi  nes  more  rich  luxury  and  raw  di 
ing  excitement  than  ever  before. 

Inside,  a  library-quiet  interior  redolent  of  fine  leatli 
surrounds  the  driver  in  an  environment  of  unsurpass 
comfort  and  ergonomic  efficiency 

Outside,  a  drag  coefficient  of  .34  reflects  the  late: 
improvements  to  one  of  this  century's  most  smnnir 


ip;<.hc  ^ar^  \orth  America,  Inc.  F\:rformance  figures  arc  for  comparistwi  only,  ftirsche  dties  no(  recommend  exceeding  any  speed  limits. 
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lauffeur. 


legendary  automobile  designs. 

Jnder  the  hood,  a  powerful  316  hp  engine  and  drive 

1  offer  not  only  the  stability  of  perfect  50-50  weight 

ince,  but  a  top  speed  of  165  mph— making  it  one 

le  three  fastest  and  most  nimble  production  cars 

le  world. 

k.nd  beneath  this  state-of-the-art  power  plant,  state- 

le-art  ABS  brakes  are  able  to  stop  the  Porsche  928  S4 


from  60  mph  in  a  remarkable  1 54  feet. 

So  before  you  let  anyone  convince  you  that  the  acqui- 
sition of  luxury  must  mean  an  accompanying  sacrifice 
of  performance,  visit  your  nearest  authorized  Porsche 
dealer  and  see  the  928  S4. 

The  luxury  car  designed  not  just  to  be  admired, 
but  to  be  driven.  >  Si 
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More  than  half  of  all  wrorking  American  taxpayers  fork  ove 
more  in  Social  Security  levies  than  in  income  tax,  according  t^ 
Rita  Ricardo-Campbell  of  the  Hoover  Institute.  This  issue' 
cover  story,  by  Subrata  N.  Chakravarty  with  Kathenne  Weis 
man,  reports  that  most  of  that  heavy  Social  Security  levy  goe 
straight  into  the  pockets  of  the  older  generation — just  part  of  ai 
enormous  transfer  of  wrealth  and  income  from  yoimg  to  old.  Bu 
isn't  this  fair?  Shouldn't  the  young  support  the  old?  Even  if  yoi 
ansv/er  with  an  unequivocal  yes,  you  can't  ignore  the  tremen 
dous  financial  and  social  implications  of  this  intergenerationa 
transfer.  It  explains  why  so  many  young  and  not-so-younj 
people  feel  they  are  losing  ground  economically  even  whih 
their  incomes  are  rising.  "Consuming  our  children?"  begins  o: 
page  222. 

Shirley  Toung  and  Alfred  Sloan 

This  issue  contains  three  sig 
nificant  articles  about  the 
automobile  business.  Every 
business  person  will  want  to 
read  Jerry  Flint's  "A  brand  is 
like  a  friend,"  an  interview 
with  GM's  new  top  market- 
ing executive.  Shirley  Yovmg 
is  trying  to  move  CM  back  to 
the  marketing  philosophy 
that  the  great  Alfred  Sloan 
used  to  push  the  company  to 

the  top  spot  in  autodom.  What  she  has  to  say  about  updating] 
brand  images  will  interest  anyone  concerned  with  marketing- 
which  is  to  say  everyone  involved  in  business  today.  Starts  on| 
page  267. 

Peter  Fuhrman's  article  on  Fiat,  page  130,  explains  why  thel 
giant  Italian  automaker  is  staying  out  of  the  U.S.  market.  In  that  I 
connection.  Fiat's  boss,  Giovarmi  Agnelli,  makes  no  bones 
about  what  he  thinks  the  European  Common  Market's  attitude  I 
will  be  toward  Japanese  competition:  Keep  the  rascals  out.  Says  I 
Agnelli  of  the  Japanese:  "They  work  harder  and  live  worse  [than! 
we  do]."  Bad  news,  that,  for  people  who  believe  absolutely  in[ 
free  trade. 

On  page  1 72  Ford's  distinguished  chairman,  Donald  Petersen, 
tells  Jerry  Flint  why  he  is  hesitant  about  expanding  capacity 
even  though  his  plants  are  workmg  flat  out  and  he  has  plenty  of 
money  available.  He  says  the  auto  game  has  changed:  You  no 
longer  keep  score  by  how  many  cars  you  sell  but  by  trying  to 
deliver  sustained  profits — key  word  "sustained." 

Fast  reaction 

How's  this  for  fast  action  on  a  news  story?  In  our  last  issue 
Laura  Saunders  described  the  tax  loophole  Robert  Campeau 
used  in  his  highly  leveraged  takeover  of  Federated  Department 
Stores  ("The  Campeau  coup  and  the  May  maneuver,"  Oct.  31] 
The  issue  reached  readers  on  Monday,  Oct.  17;  on  Friday,  after 
some  members  had  seen  the  article,  Congress  changed  the  lav. 
Had  our  article  alerted  Congress  to  the  situation?  Yes,  says  a  top 
congressional  staffer.  The  move  took  a  lot  of  people  by  surprise, 
but  not  Forbes  readers. 
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A  fragrance  for  men. 
Created  in  Italy  for  Aramis. 
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The  Bermuda  Triangle 
notwithstanding,  a  shipping 
company  is  supposed  to  know 
where  tnings  are.  Every  minute 
of  every  day.  Which  is  why 
Skyway  Freight  Systems,  Inc.® 
chose  a  Prime®  compui-:  system 
to  help  run  its  business. 

We  gave  Skyway  the  latitude 


to  develop  a  unique,  real  time  freij 
tracking  system. 

It's  a  system  that  organizes  ocej 
of  information  fast.  And  it  makes  ei 
thing  from  complex  billing  recorc 
last- minute  schedule  changes  easil 
accessible  on  a  centralized  databae. 

So  no  matter  which  way  the  wu 
blows,  Skyway  can  document  an^ 
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IMEWECANT 
MXAPACKAGE. 


track  of  over  400,000  shipments  daily. 
\y  where.  Well,  almost.  Today,  they  provide 
on-time  delivery  and  innovative  information 
:es  to  a  wide  range  of  clients  nationwide. 
'  applying  high-tech  solutions  from  Prime, 
vay  is  charting  a  new  course  in  their  industry 
growing  at  an  annual  rate  of  more  than  30%. 
id  Prime  is  a  Fortune  500  company  with 
y  revenues  of  more  than  $1.5  billion.  If 


you'd  like  to  know  more  about  how  Prime  can 
help  you  navigate  more  successful  waters,  call 
1-800-343-2540  (In  Canada,  l-800-268-4700|. 
Prime.  We'll  help  put  you  on  the  map. 


Prime. 


Prime  Computer,  Inc. 

Prime  and  the  Johnson  &  Johnson  family  of  companies  are  proud 
co-sponsors  of  the  PBS  series  NOVA. 


OF  A  Grand 


NEW  ORLEANS 


Located  on  the  historic  St.  Charles  streetcar  line, 

in  the  heart  of  the  Garden  District, 

minutes  from  the  central  business  district. 


2031  St.  Charles  Ave.  New  Orleans.  LA  70130 

504-524-0581  1-800-952-8092 
A  Member  of  Small  Luxury  Hotels 
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60  Fifth  Avenue 
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Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$48  n  3  years  $96  (the  equivalent  of 
one  year  free).  Canadian  orders,  1  year 
$77C,  3  years  $172C.  Orders  for  other 
countnes  add  $35  a  year  to  U.S  rate 
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Too  rich 
to  ignore 

.•V?;-  20,  1987 


Last  year  banks  in  Luxembourg  were 
I  attracting  money  from  all  over  the 
world,  thanks  to  the  counti7's 
strengthened  bank  secrecy  laws.  Its 
bankers  are  essentially  self-regulated, 
but  Luxembourg  had  avoided  scandals 
associated  with  tainted  money. 
Forbes  wondered  if  the  lure  of 
crooked  cash  would  prove  irresistible. 
Now,  there's  more  reason  to  won- 
der. Last  month  the  Justice  Depart- 
ment indicted  BCCI  Holdings  SA,  a 
major  bank  holding  company  in  Lux- 
embourg, along  with  two  subsidiaries 
and  nine  employees.  They  were  ac- 
cused of  laundering  some  $14  million 
through  offices  in  at  least  eight  coun- 
tries, including  one  in  Florida.  Lux- 
embourg authorities  say  only  one  al- 
leged transaction  went  through  their 
country  and  that  it  would  be  hard  to 
prove  that  the  transaction  was  money 
laundering.  BCCI  says  only  that  none 
of  Its  officers  was  involved  in  any 
illegalities.  Beyond  that,  its  lips  are 
sealed  as  tightly  as  its  home  country's 
bankmg  hiws. — Ronit  Addis 


Time, 
gentlemen 

Dec  JH.  I9fi7 


Arbitration  between  stockbrokers 
and  aggrieved  clients  is  not  only 
slow  and  tedious,  but  even  under  the 
best  of  circumstances  tends  to  favor 
the  securities  industry  over  its  cus- 
tomers. Forbes  warned  that  unless 
the  industry  gave  investors  a  fairer 
shake.  Congress  would  pass  laws  to 
do  the  job  for  them. 

Time  may  be  running  out  on  the 
brokerage  industry.  Not  only  is  legis- 
lation now  before  Congress  to  give 
investors  a  better  break  in  arbitration 
proceedings,  but  a  number  of  states 
have  gotten  involved.  In  September 


Massachusetts  ruled  that  brokerage 
houses  can  no  longer  force  investors 
to  sign  binding  arbitration  agree-j 
ments  before  they  open  accounts.  An-j 
other  16  states,  including  Wisconsin,! 
Florida,  Georgia,  Pennsylvania  and 
Ohio,  are  considering  simi 
moves. — Alyssa  A.  Lappen 


Off  the 
hot  seat 

Marc/}  9,  1987 
David  Tappanjr. 


Eighteen  months  ago  Fluor  Corp., 
the  $4.9  billion  (sales)  engineering 
and  construction  firm,  had  weathered 
the  downturn  in  oil-related  mega- 
projects  and  restored  itself  to  modest 
profitability.  But  Forbes  worried  that 
the  company,  with  a  sagging  stock 
and  plenty  of  salable  assets,  including 
gold  and  coal  mining  ventures,  could 
still  be  bait  for  corporate  raiders. 

The  worries  were  misplaced.  Chair- 
man David  Tappan  Jr.  has  now  sold 
off  Fluor's  gold  mining  operation  for 
$500  million  and  reorganized  its  coal 
mining  joint  venture  with  Royal 
Dutch/Shell.  Fluor,  meanwhile,  has 
moved  successfully  into  industrial 
plant  construction,  helping  to  take  up 
the  slack  from  energy-related  projects 
that  once  accounted  for  90%  of  the 
firm's  revenues.  In  September  the 
board  restored  the  dividend,  which 
had  been  eliminated  in  1987,  and 
Fluor's  stock  has  almost  doubled  in 
price  from  its  1987  lows.  With  sales 
up  30%  in  1988,  Fluor's  prospects  for 
healthy  independence  are  looking 
up. — Edward  F.  Cone 


Ton  can  say 
we  blew  it, 
but  we  really 
dont  think  so 

.^jr  4,  1988 
Jim  Ixyland  and 
Syd  Tljrifljr 


Early  in  the  baseball  season,  Forbes 
pitched  the  Pittsburgh  Pirates  as 
the  Graham  and  Dodd  play  of  the  Ma- 
jor Leagues.  Under  general  manager 
Syd  Thrift  Jr.,  the  Bucs  figured  to  pro- 
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Today  one  watch  reigns  supreme. 


Royal  Oak  ultra-thin  movement  for  ladies  and  men:  in  18 K  gold  {diamonds  if  the  lady  prefers). 
I8K  gold  and  steel  or  all  steel.  Royal  Oak  Perpetual  Calendar,  mechanically  programmed  to  the  year  2100. 


THE  Royal  Oak. 


As  no  other  watch,  it  symbolizes  the  ex- 
clusivity of  Audemars  Piguet;  an  exclusivity 
dating  back  to  1875. 

Historic  in  concept,  the  inspiration  for  the 
Royal  Oak  stems  from  King  Charles  11  who 
took  refuge  in  the  hollow  trunk  of  a  magni- 
ficent oak. 

Historic  in  acceptance,  the  Royal  Oak  is 
internationally  recognized  in  selective  com- 
pany by  only  those  familiar  with  its  distincti- 
ve bezel,  locked  in  by  eight  hexagonal  bolts. 

Typically  Swiss,  the  case  and  bracelet  are 
brushed  and  buffed  to  a  majestic  satin  finish; 


the  movement  is  painstakingly  adjusted,  ob- 
served and  readjusted,  then  patiently  regu- 
lated in  five  different  positions. 

No  private  kingdom  should  be  without 
The  Royal  Oak;  created  by  the  master  watch- 
makers at  Audemars  Piguet  for  both  noble 
men  and  noble  ladies. 


MemaisFlgnet 


The  most  exclusive  watch. 


Found  only  at  the  most  exclusive  jewelers.  For  catalog,  send  $5  (o  Audemars  Piguet.  350  Fifth  Avenue.  NYC  10118 
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A  GIR  OF  BEEFEATER  IN  THE  US.  CALL  I  SOO  238  4373  (VOIO«WKflE  I 
JTRAL  SPIRITS  IMPORHD  FROM  ENGUND  THE  BUL 


duce  baseball's  best  team  in  terms  of 
performance  for  the  dollar.  In  that 
sense,  it  was  a  good  Graham-Dodd 
play.  Yes,  the  Pirates  finished  second 
in  their  division,  but  they  did  it  on  a 
payroll  of  just  $7.6  million,  compared 
with  the  top-dog  New  York  Mets, 
with  a  payroll  of  $14  million,  and  the 
fifth-place  St.  Louis  Cardinals,  at  $12 
million.  Moreover,  with  attendance 
up  sharply  at  Pittsburgh's  Three  Riv- 
ers Stadium,  to  1,865,713,  the  club 
also  managed  to  turn  a  profit  of  more 
than  $2  million  this  year  after  losing 
money  in  1987. 

But  people,  like  baseballs,  some- 
times take  funny  bounces.  General 
manager  Thrift,  caught  up  in  a  power 
struggle  with  the  club's  owners,  was 
canned  just  after  the  1988  season  end- 
ed. Thrift  won't  comment  on  his  next 
move,  but  there  are  plenty  of  high- 
cost,  low-performance  baseball  clubs 
in  need  of  a  turnaround.  He's  rumored 
to  be  heading  for  the  woeful  Atlanta 
Braves.  — Peter  Newcomb 


Raising 
the  roof 

:    Mar.  23,  1987 
Paul  Grogan 


Paul  Grogan 's  Local  Initiatives 
Support  Corp.,  a  Ford  Foundation- 
backed  group  that  raises  money  from 
corporations,  government  and  banks 
for  low-income  housing  projects, 
looked  at  first  glance  like  a  good  idea 
to  Forbes,  but  the  size  of  the  task 
seemed  daunting. 

A  year  and  a  half  later,  Grogan  has 
clearly  shown  himself  equal  to  the 
job.  Last  month  he  announced  a  $51 
million  commitment  to  LISC,  with 
donors  led  by  corporate  heavyweights 
like  Continental  Insurance,  Pruden- 
tial, Pfizer  and  others  from  a  wide 
range  of  industries.  The  money  will 
be  used  as  leverage  to  raise  over  $100 
million  more  in  bank  and  government 
financing,  helping  to  underwrite  more 
than  2,000  low-income  housing  units 
across  the  country.  Crucial  tax  credits 
for  donors  are  likely  to  stay  in  place  at 
least  through  1989,  so  the  private  sec- 
tor approach  should  remain  viable.  A 
good  idea  that  is  already  proving  its 
worth.— E.F.C. 
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At'BshibajWe  only  begin  prDduction 
( o  a  copier  once  it's  proven  itself  on  paper. 


TOSHIBA  TEST  ORIGINAL  #103 


□ 


□ 


Take  our  BD-9110.  After  testing  two 
f  them  simultaneously  for  two  weeks 

straight  they  turned 
out  over  one  ton 
of  paper  All  without 
a  single  misfeed. 

And  since  the 
BD-9110  is  equipped 
with  fully  automatic 
duplexing,  zoom 
reduction  and  enlarge 
ment,  and  a  speed  of 
5  copies  per  minute,  it's  just  as  versatile 
s  it  is  reliable.  For  a  demonstration,  or 
iformation,  call  1-800 -443-4668. 
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Or  mail  this  coupon  to:  Toshiba  Amejica,  hic., 
Copier  Products  Group,  9740  Irvine  Boulevard, 
Irvine,  CA  92718 
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The  BD-9110  system. 
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On  his  way  out 

Dow  Jones  already  owned  56%  of  Tel- 
erate,  the  $336  million  (sales)  finan- 
cial information  services  company, 
but  in  mid-October  it  bought  a  mil- 
lion shares  more  from  Neil  Hirsch, 
Telerate's  founder  and  chief  execu- 
tive. Hirsch,  who  still  holds  5.7  mil- 
lion shares,  says  he  sold  the  stock 
because  he  needs  the  cash  for  an  ex- 
pensive divorce.  Dow  Jones  paid 
$16.50  per  share,  a  10%  premmmover 
market. 

Divorce  or  no,  analysts  suspect  that 
Hirsch's  Telerate  sale  is  a  sign  he's  on 
his  way  out.  His  role  within  the  com- 
pany has  steadily  diminished  since 
Dow  Jones  bought  in.  What's  ahead 
for  Telerate?  Dow  Jones  has  said  pri- 
vately that  it  will  buy  in  the  rest  of 
Telerate's  outstanding  shares  in  two 
years  or  so.  Telerate  officials  say 
Hirsch  is  staying  put  and  Dow  Jones 
says  it  has  no  current  plans  to  buy  the 
rest  of  Telerate. — Eric  Schmuckler 

Stage  fight 

The  mysterious  Naify  brothers  are 
back.  The  sons  of  a  Lebanese  immi- 
grant, these  cable  tv  and  movie  the- 
ater operators  have  an  estimated  joint 
net  worth  of  at  least  $630  million. 
They  are  so  reclusive  that  their  com- 
pany has  been  called  "San  Francisco's 
best-kept  corporate  secret."  Having 
sold  their  United  Artists  Communi- 
cations to  cable  television  giant  Tele- 
communications Inc.-  two  years  ago, 
Marshall  and  Robert  Naify  rode  into 
the  sunset  with  $1.50  million  in  cash, 
14  million  shares  of  TCI  and  the  con- 
trolling interest  in  a  piece  of  United 
Artists  Communications  they  wanted 
to  keep;  Todd-AO,  the  leading  sound 
mixing  company,  created  by  impres- 
ario Michael  Todd  in  1952.  Todd-AO 
traded  o-t-c  recently  at  around  9. 

Now  the  Naif  ys  want  to  take  Todd- 
AO  private,  at  the  miserable  premium 
to  market  price  of  $9.50  a  share. 
That's  a  bargain  compared  with  the 
value  of  up  to  $20  per  share  analysts 
placed  on  Todd-AO.  Mich;Kl  Price  of 
Mutual  Shares,  which  own*^  -  -,  of  the 
stock,  swears  he'll  fight  for  ;■  higher 
price.  Trouble  is,  the  Nmf-  ■  ■  '  '• 
most  of  the  cards.  Thanks  : 
offering  early  this  year,  the  Hi  ii 
own  45%  of  the  stock,  control  90',.  ^ . 
the  vote  and  have  a  lock  on  the  board. 
Do  we  hear  a  boo? — Laura  Jeresk. 
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Variety's  new  look 

Look  out  I'eoplc.  Variety  wants  your 
readers.  The  bible  of  the  entertain- 
ment industry.  Variety  was  bought  by 
Cahners  PubUshing  from  the  found- 
ing Silverman  family  one  year  ago.  So 
far,  changes  in  the  magazine  have 
been  gradual,  but  next  month  comes  a 
big  makeover.  For  the  first  time  Vari- 
ety will  use  color  in  its  graphics,  pho- 
tography and  heavier  paper  and  will 
increase  its  emphasis  on  television 
reporting.  Looks  like  Variety's  stew- 
ards want  It  to  be  a  consumer  show 
biz  mag.  They  are  not  unaware  of  how 
frequently  the  mass  magazines  fea- 
ture show  biz  personalities  on  their 
covers — and  who  knows  more  about 
show  biz  than  Varietyl 

Love  that  limelight 

Tiny  Blue  Mountain  Arts,  a  $20  mil- 
lion (salesi  greeting  card  manufactur- 
er based  in  Boulder,  Colo.,  has  gotten 
much  ink  in  the  business  press  since 
it  took  on  industry  giant  Hallmark  a 
couple  of  years  ago.  It  accused  Hall- 
mark of  copying  Blue  Mountain's  sen- 
timental card  designs,  sued  and  won 
an  injunction  against  Hallmark.  Da- 
vid versus  Goliath? 


Doing  its  best  to  keep  the  Davi| 
and  Goliath  story  alive.  Blue  Mou] 
tain  has  become  a  publicity  machine 
spewing   out    press   kits,    faxes   an| 
monthly    updates    on    its    litigatiO: 
techniques.  A  recent  package,  deli 
ered  by  overnight  courier,  include^ 
color  slides  and  photos  of  some  of  th| 
offending  Hallmark  cards,  a  review 
the  Blue  Mountain  lawsuit,  excerpt| 
from  legal  decisions,  and  for  more  i: 
formation,   there  is  even  a  toll-fre^ 
number  to  call.  Then,  in  late  Octobe 
the  company's  lawsuit  with  Hallmarl 
was  settled,  with  Hallmark  agreein, 
to  stop  publishing  their  coypcat  "Per 
sonal  Touch"  line.  Look  out  for  yei 
another  wave  of  Blue  Mountain  Art 
public  relations. 

All  this  must  be  costing  a  fai 
amount.  But  Blue  Mountain's  hus, 
band  and  wife  founders,  Stephen  anc! 
Susan  Polls  Schutz,  must  figure  thi 
free  advertising  generated  fron 
"news"  stories  is  worth  a  lot  mori 
than  they  could  spend.  Or  is  it  tha 
publicity  is  addictive? 

Stargazing  in  Hollywood 

Long  before  Joyce  Jillson  became  fam 
ous  as  a  White  House  astrologer,  she 
had  been  telling  Hollywood  bigs  what 


llluslrUKms  h\  Uurj  Otrnc 
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One  gift,  more  than  any  other,  is  perfect  when  things 

don't  work  out  like  youVe  planned. . . a  gift  of  flowers. 

Flowers  have  a  way  of  saying  you  understand  and  you  care, 

and  flowers  help  people  feel  better  instantly.  This  special  gift 

can  be  sent  to  anyone,  almost  anywhere,  just  by  asking  your  florist 

to  send  it  through  FTD.®  So  even  when  your  weekend  plans  don't  have 

a  chance  to  begin,  you  can  send  a  feeling  that  will  never  end. 


S.\  rcKLsicRfl  iratit-mark  of  FTD.X. 


^:^£mm^:r 


The  feeling  never  ends. 


TheNewlOO/200  Series. 

Why  is  the  Audi  100/200  Series  such  a  joy  to  drive? 
Why  does  it  lighten  the  heart,  quicken  the  pulse  and 
elevate  the  spirit? 

Perhaps  it's  the  unmistakable  air  of  control. 

The  quiet  confidence  of  Anti-Lock  Braking 
(ABS).  The  superior  handling  of  second 
generation  Quattro,  a  more  highly  evolved 
permanent  all-wheel  drive  system.  The  obscure 
technical  wizardry  oi  negative  steering  roll  radius  — 
which  exerts  self-stabilizing  force,  even  as  traction 
conditions  change. 

Or  is  it  security  of  another  kind?  The  unprece- 


AsjOl 


dented  security  of  the  Audi  Advantage.  Secunt  r 
other  car  maker  can  match. 

For  example,  for  the  first  three  years  or  5C 
miles,  the  no-charge  maintenance  and  limited  m 
ranty  of  the  Audi  Advantage*  means  all  repairs* 
scheduled  maintenance,  all  routine  oil  changes 
paid  for.  The  wheel  alignments,  the  brake  pad; 
wiper  blades,  you  name  it.  Even  normal  wear-a 
is  covered,  except  for  tires  and  soft  trim,  of  coui 

In  short,  it  pays  for  virtually  everything  bu 
gasoline.  (An  owner  still  has  a  few  responsibil 
after  all;  so  there's  some  inevitable  fine  print  a 
negligence  and  accidents.) 


Audi  BdievesThe  Joy  ( 
Diminished  ByThe  Resf 


■  e  Audi  Advantage  also  offers  24-Hour  Roadside  conditions.  Everything's  been  artfully  designed  to  put 

nee.  A  full  decade  of  corrosion  protection.  the  driver  in  command. 

Jcome  security  at  trade-in  time.  Thanks  to  a  Right  down  to  the  Audi  Advantage. 

.teed  Resale  Index  that  certifies  trade-in  value.  So  arrange  for  a  test  drive.  You'll  experience  a  car 


.6  result?  The  new  100/200  Series  is  as 

ing  to  own  as  it  is  to  drive.  And  it 

a  joy  to  drive. 

cause  these  performance 
•^  are  a  precise  balance  of 
I :  and  agility.  Engineered  for, 
:  ;t  appreciated  in,  the  extremes 
.  eal  world.  The  extremes 
:  her  and  handling  and  road 


^^i■^ 


^Gt 
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that  not  only  subdues  the  realities  of 
the  road,  but  the  mundane  worries  of 
ownership  as  well. 
And  that's  a  joy. 

*  Your  dealer  will  proudly  share  details  ojAudii  new  car  and 
corrosion  perforation  limited  warranties,  and  the  other  pro- 
grams listed  abow.  Roadside  Assistance  is  provided  by  the 
US.A.C,  Motoring  Division,  Inc  Guaranteed  Resale  Index 
excludes  leases.  Certain  restrictions  apply.  Not  all  features 
described  are  included  on  every  model  For  more  information, 
call  1-800-FOR-AUDl.  01988  Audi. 


AudiTbday:  Security  From  DeliveryToTrade-In. 

Driving  Shouldirt  Be 


abilities  Of  Ownership. 


Invest  in  France! 


Allied-Signal  believes  in  it, 


"France  is  the  heart  of  our  European 
operations.  Alhed-Signal  has  been 
doing  business  successhilly  in  France 
for  decades,  and  we  continue  to  invest 
regularly  in  France.  Why?  Simply 
because  France  is  one  of  Europe's 
acknowledged  technology  leaders  in 
the  industries  we  serve:  aerospace, 
automotive  products  and  engineered 
materials. 

"Today,  our  largest  European  operations 
are  in  France.  We  have  more  than 
6,000  employees  at  16  major  facilities 
who  build,  sell  and  service  our 
products  under  brand  names  like 
Allied,  Bendix,  Garrett,  Jurid, 
Norplex/Oak  and  UOP.  Our  sales  in 
France  exceeded  half  a  billion  dollars 
last  year. 

"Clearly,  investing  in  France  is  good 
business  for  Allied-Signal.  We  believe 
you'll  find  it's  the  right  place  for  your 
business,  too." 

Edward  L.  Hennessy,  Jr., 
Chairman  and 
Chief  Executive  Officer, 
Allied-Signal  Inc. 


Come  and  join  us  before  the  creation  of  the  Single  European  Marke 


For  information  and  assistance,  contact: 


THE  FRENCH  INDUSTRIAL  DEVELOPMENT  AGENCY 


For  All  Offices:  Telex  235026  FIDA-UR 


610  Fifth  Avenue 

Suite  301 

New  York.  NY  10020 

(212)757-9340 
Fax:(212)245-1568 


401  North     1    1  igan  Avenue 

Sui,.      ^5 

Chicago,  IL  60611 

(312)661-1640 
Fax:  (31:^661-0623 


1801  Avenue  of  the  Stars 

Suite  410 

Los  Angeles,  CA  90067 

(213)879-0352 

Fax:(213)785-9213 


2727  Allen  Parkway 

Suite  960 
Houston,  TX  77019 

(713)526-1565 
Fax:(713)526-3802 


:heir  stars  held  for  them.  Producer 
jcorge  Lucas  asked  Jillson's  advice 
m  when  it  was  "astrologically  advan- 
;ageous"  to  premiere  his  blockbuster 
itar  Wars.  More  recently,  she  has  ad- 
irised  Alan  Ladd  Jr.  on  some  of  his 
Drojects. 

Now  Jillson's  going  public  with  her 
stargazing;  she's  publishing  a  news- 
letter, Astrological  Insider,  charting 
show  biz  deals.  Last  month  she 
worked  up  financier  Kirk  Kerkorian's 
chart,  focusing  on  why  he's  trying  to 
sell  MGM/UA.  "He's  in  the  mood  to 
get  away  from  the  movie  business," 
she  says,  "but  as  the  year  progresses, 
the  price  he'll  accept  for  MGM/UA 
will  dip." 

In  her  next  issue  Jillson  predicts 
that  a  partnership  between  two  of  the 
business  world's  larger  egos — Donald 
Trump  and  Ted  Turner — will  be 
forged.  She  also  takes  on  Grant  Tin- 
ker, head  of  GTG  Entertainment  and 
producer  of  USA  Today,  the  big  tv 
bomb.  Jillson's  not  surprised  his  show 
has  flopped:  "He  started  it  on  a  terri- 
ble day,  on  the  dark  of  the  moon."  But 
there's  hope  for  the  revamped  show. 
Jim  Bellows,  brought  in  to  turn  the 
show  around,  is  coming  in  at  just  the 
right  time.  "Mercury's  going  retro- 
grade," Jillson  says. 

M.B.A.S  in  love 


They  say  that  money  and  power  are 
great  aphrodisiacs,  but  so,  apparently, 
is  an  M.B.A.  degree.  At  Northwestern 
Memorial  Hospital  in  Chicago,  re- 
searchers studying  the  relationship 
between  married  couples'  work  com- 
mitments and  their  love  lives  found 
that  people  with  M.B.A.  degrees  have 
"significantly  better"  sex  lives  than 
other  advanced-degree  professionals. 
Even  more  surprising  is  the  group 
found  at  the  bottom  of  the  sexual- 
satisfaction  scale:  Doctors  of  Philoso- 
phy, or  Ph.D.s. 

Is  this  yet  another  sign  of  the 
times — that  lucre  is  a  greater  tum-on 
than  learning? 
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We  counselled  him  on  estate  planning,  his  son  on  tax  matters  and 
taught  his  granddaughter  about  zero-coupon  bonds.  Then  we  gave 
them  the  afternoon  off. 

Advising  generations  of  a  family  is  nothing  new  at  U.S.  Trust  (as 
depicted  above  at  our  Managing  Wealth  Seminars).  It's  just  one  example 
of  how  we  provide  our  clients  with  innovative,  comprehensive  service. 

For  more  information  on  U.S.  Trust's  unique  brand  of  investment 
management  services,  contact  Mary  B.  Lehman  at  (212)  887-0446. 

U.S.Trust  Uncommon  expertise  in  managing  wealth. 


How  the  world's  #1  gold  card 

can  make  a  difference  when  your  rental  car 

runs  into  trouble  in  the  Rockies. 


Master  RentalT 

One  loose  stone  on  a 
mountain  road  can  put 
more  than  a  dent  in  your 
travel  expenses.  But 
when  the  going  gets  rocky 
the  Gold  MasterCard" 
card  will  help  smooth 
things  out  Because  with 
MasterRentalf  you're  auto- 
matically covered  for  every- 
thing from  minor  fender 
benders  to  ma|or  thefts. 
fvlasterRental— it's  |ust  one 
of  the  MasterAssist'"  family 
of  services  to  protect  you  In 
your  travels.  All  from  the 
world's  #1  gold  card. 
Gold  tVlasterCard." 


^^^ 


MosterCv^ 


Choose  The  Gold  Card  That  Makes  A  Difference 


•Insurance  coverages  are  underwritten  by  BCS  Insurance  Company,  in  the  slate  ol  Texas  dba  Medical  Indemnity  of 
America.  Inc  Some  restrictions  and  exclusions  apply  c  1988  MasterCard  International  Inc 


Odysseus. 
The  ne>)^  Classics. 


This  18K.  chronograph  combines  tra- 
ditional  CRAFTSMANSHIP   AND   AD- 
VANCED   >X/ATCHMAKING    TECHNOl.OG> 
TO    FORM    A    MASTERPIECE    IN    TIME    MEAS- 
UREMENT     Each  Odysseus  has  an 

INDIVIDUAL    serial    NUMBER    ENGRAVED 
ON    ITS    CASE    TO    DOCUMENT    ITS    UNIQUE- 
NESS.    With  its  precision  and  de 

PENDABILITY.    IT    IS    DESIGNED    FOR    THE 
FUTURE.    A    CLASSIC    CHARACTERISTIC    OF 
JAEGER-LECoULTRE    TIMEPIECES. 

eJAEGER-LECoi'lTRp^ 


Little  Switzerland 

-   La  Jolla  - 
(619)   454-5145 

Wempe  Jewelers 

-  NEW  York  - 

(212)  751-4684 

Morgan  &.  Company 

-  Los  Angeles  - 

(213)  208-3377 

Facets  Fine  Jewelry 

-  Minneapolis  - 
(612)   375-0554 


Readers  Say 


Cup  support 

Sir:  Re  your  comments  about  adver- 
tising on  the  Stars  &  Stripes  (Fact  ami 
Comment,  Oct.  3)-  Without  support 
from  corporate  America  we  could 
have  in  no  way  successfully  defended 
the  cup.  Without  them  the  America's 
Cup  might  well  be  resting  on  an  is- 
land halfway  around  the  world. 
— Dennis  W  Conner 
Skipper, 

Stars  &  Stripes  '88 
San  Diego,  Calif. 


Two  below  par 

Sir:  Your  article  "The  mess  at  Equita- 
ble Life"  (Sept.  19)  is  itself  a  mess.  To 
take  one  company  and  assert   that 
there  is  an  industrywide  absence  of 
management   and   director   account- 
ability  is   far  below   the   caliber  of 
Forbes    reporting.    Baldwin-United's 
insolvency  involved  a  stock  company 
with  the  policyholder  rescue  effort  led 
by  Metropolitan,  a  mutual  company. 
You  also  point  to  low  capital-to-assct 
mutual  ratios,  and  yet  the  following 
table  mixes  both  stock  and  mutual 
companies  without  explanation. 
— //any  G  liuhb 
Chief  Kxeciitii  e  Officer. 
I'acijic  Mutual  Life  Insurance  Co. 
Neuport  Beach,  Calif. 


Soldier  of  Forbes 

Sir:  With  Caspar  Weinberger  as 
Forbes'  new  publisher  (I'act  and  Com- 
ment, Oct.  J).  I  hope  that  the  magazine 
does  not  start  to  read  like  .Soldier  of 
Fortune 

— W instead B.  Vi eater 
Sun  Valley,  Calif. 

Sir:  Congratulations  on  your  recent 

hire.  I  always  think  a  place  works 

better  when  the  publisher  is  a  former 

president  of  the  I larrard  Crimson. 

— Donald  F  (jral.kim 

I'uhlisl.ur, 

The  Washington  Post 

Washington.  DC 


High-tech  hare 

Sir:  You  described  the  movie  WI.kj 
Iramed  Roger  Rabbit  as  an  "extraordi- 
nary high-tech  virtuosity"  (Fact  and 
Com  nent,  Oct  17).  Actually,  it  is  an 


Bob  Hoskins  and  Roger  Rabbit 


extraordinary  low-tech,  handmade 
virtuosity,  produced  essentially  the 
same  way  cartoons  were  made  40 
years  ago — one  frame  at  a  time.  Due 
to  the  enormous  expense  this  sort  of 
labor-intensive  work  can  lead  to  (the 
main  reason  cartoons  are  no  longer 
made  that  way),  I  can  predict  that 
there  will  not  be  much  of  a  rush  to 
make  more  of  the  same.  Too  bad. 
—William  F.  Haskell 
Houston.  Te.x 


Unlikely  liaison 

Sir:  Thanks  for  the  editorial  about 

your  arranging  Steve  Jobs  and  John 

Akers'  meeting  at  the  party  for  my 

70th  birthday  (Fact  and  Comment,  Oct. 

ny  I  loved  it. 

— Katharine  Graham 

CI.Hiirman. 

The  Washington  Post  Co. 

Wmhington,  DC. 

Sir:  You're  a  wise  old  owl! 

—John  F.  Akers 

Chainjian, 

IBM 

AiDionk,  A.}'. 

/  guess  no  finder's  fee  . . . — MSF 


Retirement  plan 

Sir:  The  relief  we're  going  to  have  on 
Social  Security  is  going  to  be  turned  I 
around  by  the  need  to  pay  monies  out 
to  the  same  people  that  are  paying  in 
too  much  at  this  time  (Fact  and  Com 
ment  II.  Aug   H).  What  we  need  is  a 
program  for  individuals  that  would, 
allow  an  IRA  for  that  individual  with 
possibly  a  dollar  for  dollar  reduction 
in  their  Social  Security  contribution. 
Let   individuals   save   for   their  own 
retirement. 
Dai  id  R.  Caipenter 
Chief  Fxecutii  v  Officer, 
Transamerica  Occidental  Life 
Los  Angeles,  Calif 
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teview  reviewed 

;ir:  Your  review  of  Tucker  compares 
Ax.  Tucker  with  Barney  Olds  and  P.T. 
5amum  (Fact  and  Comment,  Oct.  17). 
\XQ  you  referring  to  Ransom  Olds  the 
luto  manufacturer  or  Barney  Oldfield 

;  he  daredevil  racer? 
—Maurice  Leiitan 

I  Vilmette,  III. 

The  racer.  Sorr}'  for  the  sloppy  name 
I  ecollection. — MSF 


Where's  my  ripcord? 

Sir:  Re  "Mike  likes  mink"  (Sept. 


5). 


•  Mot  only  do  I  not  have  a  golden  para- 
i:hute  arrangement  with  the  compa- 
jny,   but  I  don't  have   any  contract 
1  whatsoever.  Furthermore,  Evans  will 
continue  to  be  the  industry's  stron- 
gest company. 
—Robert  K.  Meltzer 
President, 
Emns 
Chicago,  III 


Back  in  the  saddle 

Sir:  Re  your  story  "Bringing  American 
Family  home"  (Oct.  17).  American  Fa- 
mily's John  Amos  has  been  free  of 
cancer  since  May  1988.  This  year  has 
been  one  of  recovery.  He  has  gained 
back  his  normal  weight,  is  keeping 
regular  office  hours  and  travels  exten- 
sively. We  have  just  returned  from 
Japan.  I  am  so  happy  that  I  would  like 
everyone  to  hear  the  good  news :  He  will 
be  around  for  a  long  time  to  come. 
— Elena  Amos 
Columbus,  Ga 


sun  kneeling 

Sir:  You  have  the  gall  to  promote  a 
film  which  has  insulted  millions  of 
Christians,  and  now  you  tell  us  your 
faither  was  devoted  to  reading  the  Bi- 
ble daily  and  had  "been  totally 
through  the  Bible  three  times"  (Fact 
and  Comment,  Oct.  17).  You  might 
learn  by  his  example.  Don't  cancel  my 
subscription,  I'm  praying  for  you. 
—John  C.  Badwick 
Reno,  Nev. 

Sir:  Regarding  all  that  sanctimonious 
carping  in  response  to  your  comments 
on  The  Last  Temptation  of  Christ: 
"...  forgive  them;  for  they  know  not 
what  they  do." 
— Roger  Hull 
Laguna  Beach,  Calif. 


FORBES,  NOVEMBER  14,  1988 


Call  Ford^ 
Truck  Hotline 


about  Ford^ 
hot  truck  line! 


Calll-800-FORD-1ST 
and  Join  theWykfoice! 


TRUCKS 


How  the  world's  #1  gold  card 

can  make  a  difference  if  you  slip  in  Greece 

and  break  an  ankle. 


MasterAssistT 

Any  injury  far  from 
home  can  be  a  slippery 
situation.  But  help  is 
only  as  far  as  your 
Gold  fv^asterCard'  card 
With  MasterAssist.  the 
cornerstone  of  the 
fv/lasterAssist*  family  of 
services,  you  can  get  local 
medical  referrals,  complete 
monitoring  of  treatment  and 
medication  by  a  profes- 
sional US  medical  staff, 
and  even  medical  expense 
coverage  It's  the  most 
complete  medical  assistance 
program  any  card  offers. 
Just  another  valuable 
service  to  protect  you  in  your 
travels— from  the  v^'orlds 
#1  gold  card 
Gold  MasterCard" 


U>«^ 


Muihi'iCunl. 


Choose  The  Gold  Card  That  Makes  A  Difference " 


•  Insurance  coverages  are  underwritten  by  BCS  Insurance  Company,  in  the  slate  of  Texas  dba  Medical  Indemnity  of 
America.  Inc  Some  restrictions  and  exclusions  apply  c  1988  MasterCard  International  Inc 
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-^nlyere's  no  way  thai 
Milan  is  going  tq  buy 
into  this  uithoutla  copy 
to  follow  alongi' 


You've  got  to  sell  the  proposal  to  the  Milan  office. 
On  the  phone.  SuddenK^  you  realize  there's  no  way 
they'll  buy  into  it  unless  it's  right  in  front  of  them. 

Luckily,  you  can  Fax  your  proposal  to  Milan. 

Faxed  over  the  AT&T  Worldwide  Intelligent 
Network,  an  exact  copy  of  your  report  will  arrive 
almost  immediately  Opening  a  line  of  communi- 
cation that  allows  you  to  work  more  effectively 
than  ever  before. 

From  communicating  ideas,  to  meeting  dead- 
lines, Fax  can  help  you  manage  the  way  you  do 


business.  For  more  information  on  Fax,  call  AT« 
at  1800  222-0400,  Ext.  356. 

Fax.  When  you  think  about  it,  is  there  any  otf 
way  to  do  business? 

From  equipment  to  networking,  from  co 
puters  to  communications,  AT&T  is  the  rigf 
choice. 


AT&T 

The  right  choice. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


KEEP  TOUR  nNGERS  CROSSED  THAT  GEORGE  BUSH'S  LEAD 


as  reflected  in  current  polls  turns  out  to  be  accurate  when 
the  final  poll  is  totaled  on  Nov.  8. 

What  really  accounts  for  the  unprecedented,  extraordi- 
nary reversal  of  the  polls  between  the  close  of  the  Demo- 
cratic convention,  when  Mr.  Dukakis  was  19  percentage 
points  ahead,  and  now,  when  George  Bush  is  well  ahead? 

It  is  not  because  the  Massachusetts  miracle,  on  close 
examination,  turned  out  to  be  a  mirage.  It  is  not  just 
because  Governor  Dukakis,  under  the  arduous  scrutiny  of 
a  national  campaign,  hasn't  worn  well. 

It's  primarily  because  George  Bush  has  emerged  in  his 

OTHERS,  TOO,  SOMETIMES  GET 

We're  getting  stuffed  with  different  opmions  as  to  who's 
the  biggest  turkey  on  our  presidential  tickets. 

But  from  where  we  sit,  Canada  has  got  a  clear  winner 
as  Biggest  Turkey  among  party  leaders  aspiring  to  be 
Prime  Minister.  Hands  down,  it's  Liberal  Party  leader 
John  Turner. 

His  fulminations  against  the  painfully  wrought  free 
trade  pact  between  Canada  and  the  U.S.  are  so  unbalanced 
that  some  Canadians  think  he  is.  If  Turner's  party  wins  the 


own  right  as  an  appealing  man  who  is  expressing,  and  will 
express,  his  own  feelings,  visions,  convictions. 

The  public  is  seeing  for  the  first  time  under  an  intense 
spotlight  that  here's  a  very  good  fellow  who's  clearly 
having  a  ball  being  the  Responsible  One  after  eight  years  as 
the  loyal,  button-lipped  subordinate. 

He's  enjoying  being  the  leader,  the  decider. 

Many  Americans  sense  that  this  decent  man  will  be  a 
zestful,  unducking  President. 

And  they're  right. 

He  will  be. 

TURKEYS  TRYING  TO  LEAD  'EM 

election,  he  has  promised  to  "rip  up"  the  treaty  so  labori- 
ously negotiated  between  the  Reagan  Administration  and 
Conservative  Party  Prime  Minister  Brian  Mulroney. 

Turkey  Turner  has  reversed  his  previous  support  of 
agreements  to  permit  American  cruise  missile  flight-test- 
ing over  the  bleak  wilderness  of  North  Canada. 

Of  the  three  party  leaders,  according  to  a  recent  Gallup 
poll,  only  12%  of  Canadian  voters  would  turn  to  Turner. 
From  that  we  can  take  as  much  comfort  as  Canadians  do. 


TIME  INC.  IS  TOO  IMPORTANT  TO  BE  UP  FOR  GRABS 


There's  a  $6  billion  gap  between  what  Time  Inc.'s 
stock  is  selling  for  ($118  per  share)  and  what  per  share 
could  be  realized  (over  $200 1  if  it  were  taken  over  and 
sold  piecemeal.  So  it's  mighty  enticing  to  those  few  who 
might  be  able  to  line  up  enough  $billions  to  mount  a 


powerful  assault. 

Some  of  those  rumored  to  be  tempted  are  an  unappe- 
tizing lot  to  contemplate  in  charge  of  the  most  powerful 
force  in  American  media — magazines,  tv,  cable,  books. 

While  the  stock  market  doesn't  adequately  recognize 
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it,  the  fact  is  that  Time  Inc.'s  major  entities  are  very  well 
run.  Any  takeoverer  who  doesn't  think  so  should  just  ask 
Time's  competitors. 

Time  Inc.'s  stock  is  a  perfect  example  of  something  we 
have  been  saying  for  a  long  time  now — almost  every  con- 
sequential quality  stock  on  the  New  York  Stock  Ex- 
change (which  is  by  far  most  of  them)  is  underpriced. 
Most,  substantially  underpriced. 

Those  who  feel  the  market  is  too  high  are  about  as 
wrong  as  one  can  be,  if  we  are  talking  real  value.  Most 


shares  of  American  free  enterprises  are  egregiously  un- 
dervalued. Which  is  why  leveraged  buy-outers,  acquirers 
here  and  increasingly  from  abroad,  as  well  as  raiders  can 
offer  50%  to  75%  and  even  more  than  shares  are  selling 
for  when  such  assaults  are  launched. 

Major  assaults  on  Time  Inc.  will  be  valuable  to  the 
extent  that  they  drive  the  stock  up  closer  to  its  worth. 
But  I  cannot  think  of  many  rumored  assaulters  whose 
success  would  be  in  the  best  interests  of  the  American 
people. 


THERE  IS  NO  MORE  HIGHLY  PRINCIPLED  INSURER  THAN  CHUBB,  SO 


it's  a  bitter  irony  that  this  relative  paragon  in  the  insur- 
ance business  should  have  been  somewhat  over  a  rain 
barrel  on  a  drought  coverage  policy  that  its  agents  unauth- 
orizedly  hugely  oversold. 

Chubb  put  a  $30  million  limit — later  upped  to  $43 
million — on  a  rainfall  policy  that  would  pay  off  farmer 
holders  if  precipitation  were  less  than  half  (under  70%  in 
some  policies)  of  the  area's  average  rainfall  from  June  I 
through  Aug.  31.  Agents  inundated  the  company  with  an 


estimated  $350  million  in  such  coverage,  exceeding  by  ten 
times  the  amount  allotted. 

The  result  has  been  a  flood  of  lawsuits.  With  rain  having 
settled  a  lot  of  the  dust  involved  before  August's  end,  the 
suits  and  the  costs  will  all  come  out  in  the  wash. 

One  thing  remains  a  fact  despite  the  misunderstandings. 
Those  who  are  angry  are  dealing  with  a  firm  that,  in  terms 
of  integrity,  fairness  and  equity  to  policyholders,  is  abso- 
lutely top  of  the  line. 


RESTAURANTS— GO,  CONSIDER,  STOP 


i 


•  Sfuzzi— 58  West  65th  St.  (Tel:  873-3700).  Dynamic 
young  doer  Brian  Galligan  has  scooped  a  trio  of  the  Big 
Apple's  best  chefs  to  create  bountiful  Italian  dishes  that  are 
oft  imaginative  and  invariably  first-rate.  Lincoln  Centered, 
Sfuzzi  may  be  tough  to  get  into,  but  don't  give  up  until  you 
do.  Prices?  Unbelievably  modest. 

•  Island  GriU— 40  East  20th  St.  (Tel:  529-3366).  A 
refreshing  oasis  with  the  freshest  seafood — including  fried 
soft-shcU-crab  sandwiches  that  actually  consist  of  a  com- 
plete big  crab.  An  attractive  kitchen  opens  to  a  room  of 
Hawaiianesquc  music  and  murals.  This  is  a  delight. 

'  The  Sign  of  the  Dove— 1 1 10  Third  Ave.,  at  65th  St. 
(Tel:  861-8080).  It's  hard  to  believe  that  this  is  the  same 
restaurant  that  for  so  long  was  the  most  unwarrantedly 
narcissistic  in  town.  For  years,  while  the  managers  and 
waiters  admired  themselves,  no  one  cared  about  the  sub- 
mediocrity  of  the  food.  With  a  lively  new  chef,  limited 
menu,  and  in  a  setting  now  wrought-iron-and-brick-hand- 
somc,  the  reborn  Dove  is  being  cooed  about  all  over  town. 

•  Regine's— 502  Park  Ave.  (Tel:  826-0990),  The  Pari- 
sian doyenne  of  Western  World  nightclubs  runs  one  of  New 
York's  liveliest,  stylish,  unclippmg,  excellent  dining/danc- 
ing  nightclubs.  A  sparkling  spot  for  memorable  nights. 

•  Al  Bacio— 245  East  84th  St.  (Tel:  744-9343).  A  lot  of 
money  has  gone  into  this  plush  new  Italian  restaurant,  but 
I'm  afraid  it's  down  the  drain. 

•  Toscana  Ristorante— 200  East  S4th  St.  (Tel:  371- 
8144).  Toscana  really  is  an  elegante  ristorante.  In  fact,  it's 
the  only  thing  grand  about  the  very  unappeahng,  lipstick- 
shaped-and-colored  new  tower  in  which  it's  housed.  For 


the  long-experienced  restauranting  Bitici  brothers,  this  is 
their  summit,  and  striking  it  is. 

Meh-ose— 48  Barrow  St.  (Tel:  691-6800).  When  this 
robust  Califomiaesque  kitchen  finds  its  footing,  Melrose 
could  well  survive  the  problems  that  accompany  its  presto 
popularity. 

•  David  K's— 1 1 15  Third  Ave.  (Tel:  371-9090).  A  sur- 
prisiiiK  miss  by  a  maestro  of  Chinese  restaurateuring. 

•  La  Metairie— 189  West  10th  St.  (Tel:  989-0343).  I 
went  with  a  visiting  Frenchman,  and  he  enthusiastically 
declared  it  as  good  as,  if  not  better  than,  most  bistros  he's 
eaten  at  in  La  Belle  France.  It's  tiny  and  absolutely  deli 
cious.  Go. 

Mondrian— 7  East  59th  St.  (Tel:  935-3434).  The  set- 
ting IS  quietly  handsome,  the  menu's  not  too  multiplici- 
tous,  the  listings  intriguing,  the  execution  less  so  and  the 
service  pleasantly  adept.  But  the  wait  between  courses  is 
too  much  at  those  prix-fixe  prices. 

•  Cafe  20  (nee  Le  Palmier)— 37  East  20th  St.  (Tel: 
477-6622).  This  delightful  restaurant  opened  as  Le  Palmi- 
er, complete  with  real  potted  palms  scattered  all  through 
the  high-ccilinged,  spacious  dining  area.  Would  you  be- 
lieve they  changed  their  name  to  mundane  Cafe  20  because 
The  Palm — you  know,  that  steakhouse  where  customers 
arc  herded  like  cattle  while  their  wallets  are  slaughtered — 
threatened  to  sue  them  for  "name  similarity." 

Anyway,  you'll  find  here  succulent  seafood  soups  and 
crepes,  some  really  lovely  pastas,  as  well  as  things  like  tasty 
tiny  Roquefort  tarts,  to  precede  fine  renderings  of  lamb  and 
salmon  and  chicken  and  veal.  All  reasonable. 
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TURKEY  IS  THE  TOUGH  ANCHOR  OF  THE  FREE  WORLD'S  DEFENSE 


Among  the  16  NATO  allies,*  Turkey's  900,000-strong 
ailitary  forces  are  the  largest  after  the  U.S.'  This  eastern 
nchor  of  the  Free  World's  defensive  forces  is  the  only 
>IATO  power  directly  bordering 
lussia  on  land,  and  with  whom  it 
hares  the  Black  Sea,  while  com- 
)letely  controlling  the  Bosporus 
itrait  access. 

If  Greece's  leftist,  U.S.-bait- 
ng/hating  Prime  Minister  Papan- 
ireou  throws  out  U.S.  naval  and  air 
)ases  as  he  continually  promises  to 
lo,  Turkey  is  the  prime  feasible 
iltemative. 

Because  of  the  long,  bitter,  bloody  relations  between 
^iireeks  and  Turks  (of  which  the  Cyprus  confrontation  is 

Belgium,  Canada,  Denmark,  France.  Greece,  Iceland.  Italy.  Liixemhoiirg.  Nelher- 
aiicls.  ,\orua):  Portugal,  Spain,  Turke);  I  nilecl  Kingdom.  VS.  Wcy  Germany 


MSF  at  Turkish  founder  Ataturk's  tomb, 
1956 . . .  and  31  years  la  to;  with  sou  Bob 


the  most  current),  many  Americans  don't  realize  what  an 
extraordinarily  gutsy  ally  Turkey  has  been  for  the  U.S.  and 
the  Free  World  since  the  end  of  World  War  II. 

^  In  1956  I  visited  Ankara  and  had 
I  an  opportunity  to  express  to  the 
Turkish  potentates  and  people  the 
admiration  Americans  had  for  the 
fabulous,  fabled  courage  of  the 
Turkish  battalions  fighting  beside 
our  troops  during  the  Korean  War. 
Thirty-one  years  later,  after  de- 
cades of  intense  eyeball-to-eyeball 
confrontations  with  their  neighbor 
Russia  during  numerous  occa- 
sions, including  the  Afghan  invasion,  we've  had  the  oppor- 
tunity to  express  our  admiration  again  (seep.  332). 

Without  Turkish  might  of  will  and  military,  NATO 
would  be  a  vastly  less  convincing  force. 


A  YEAR  AGO  I  PUFFED  ON  R.J.  REYNOLDS'  SMOKELESS  CIGARETTE 

and  found  it  to  be  an  enigma.  At  a  wee  gathering  after        But  I  found  it  hard  to  see  how  big  the  market  could  be  for 


hailing  Frank  Sinatra's  stupendous  Carnegie  performance 
last  fall,  R.J.  Reynolds  Tobacco's  CEO  Edward  Horrigan 
demonstrated  it  with  excited  pride.  It  was  the  first  and 
only  puff  I've  had  in  nearly  two  decades  of  anything  but  an 
occasional  uninhaled,  delightful  cigar.  My  conscience  was 
unbothered  as  a  result  of  this  pioneering  experiment. 


a  smokeless  product  when  seeing  one's  smoke  seems  such 
an  integral  part  of  smoking. 

Are  cigarette  smokers  going  to  be  as  enthusiastic  about 
becoming  cigarette  holders? 

Somehow  the  product  seems  to  be  a  contradiction  in 
terms. 


LADIES  ASSUME  GENTLEMEN 

smoke  good  cigars. 


IT'S  NO  LONGER  SAFE  TO  ASK 

"Do  you  mind  if  I  smoke?" 


BOOKS 


•  Oscar  Wilde — by  Richard  Ellman 
(Alfred  A.  Knopf,  $24.95).  Despite  be- 
ing so  comprehensively — almost  ex- 
haustively— factual,  this  is  an  absorb- 
ing read.  Oscar  can  feel  happy  that 
he's  been  done  in  full. 

Excerpts:  "The  first  duty  in  life  is  to 
assume  a  pose,"  fWildej  said;  "what 
the  second  duty  is  no  one  yet  has  found  out."  .  .  .  When 
asked  at  a  country  house  which  outdoor  athletics  he 
preferred,  Wilde  replied,  "I  am  afraid  I  play  no  outdoor 
games  at  all.  Except  dominoes.  I  have  sometimes  played 
dominoes  outside  French  cafes. "...  Wilde  telegraphed  the 
news  of  Ihis  ear]  operation  to  Ross,  his  faithful  friend  in 
emergencies,  and  asked  him  to  cross  the  Channel:  "Terri- 
bly weak.  Please  come. "  He  had  written  to  Harris  some 
time  before,  "The  Morgue  yawns  forme.  I  go  and  look  at  my 
zinc  bed  there."  Thoughts  of  death  were  never  far  away, 
and  his  friends  could  not  distinguish  his  real  fears  from  his 
pleas  for  their  sympathy.  "One  should  live  as  if  there  were 
no  death,"  he  had  written.  "One  should  die  as  if  one  had 
never  lived. "  But  such  prescriptions  were  easier  to  make  in 


health.  .  .  .  Wilde  listened  sympathetically  to  Shaw's  talk 
of  a  new  magazine  that  would  bring  socialist  ideas  to  the 
country.  "Thathas  all  been  most  interesting,  Mr.  Shaw,  but 
you  haven 't  told  us  the  title  of  your  magazine. "  "Oh, "  said 
Shaw,  "what  I'd  want  to  do  would  be  to  impress  my  own 
personality  on  the  public — I'd  call  it  Shaw's  Magazine: 
Shaw — Shaw — Shaw!"  He  banged  his  fist  on  the  table. 
"Yes,"  said  Wilde,  "and  how  would  you  spell  itl" 


•  Permanent  New  Yorkers — by  Judi 
Culbertson  &.  Tom  Randall  (Chelsea 
Green  Publishing  Co.,  Chelsea,  Vt. 
05038,  $16.95).  Cemeteries  contain  the 
damnedest  things — in  addition  to  re- 
mains. Syrupy  statuary,  maudlin  to 
mordant  poetry,  lots  of  history,  some- 
times cynical  and  oft-times  poignant 
engraved  memories  and  memorabilia. 
This  quite  extraordinary  book  is  a  fascinating  potpourri 
permanent  New  Yorkers,  famous,  infamous,  unknown 
known  principally  for  their  "here  lies"  markers. 


iH 
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THE  MERCEDES-BENZ  S-CLASS: 
FEW  CARS  HAVE  THE  SAME  PRIORITIES.  AND  NONE 

PLACES  SO  MANY  SO  HIGH. 


A  thousand  names  have  briefly  flashed  across 
he  automotive  cosmos.  The  name  of  Mercedes- 
Benz  has  been  shining  bright- 
y  for  slightly  more  than  one 
hundred  and  two  years. 

What  has  created  the 
timeproof  lustre  of  Mercedes- 
Benz  is  the  engineering  credo 
behind  it:  the  best  auto- 
mobile is  the  complete  automo- 
bile—so pursue  balance  above 
all.  Shun  extremes.  And  place 
equal  priority  on  every  measur- 
able facet  of  automotive 
excellence.  The  sedans  of  the  Mercedes-Benz 
S-Class  exemplify  this  credo. 

Each  is  a  big,  spacious,  limousine- 
quiet  sedan  capable  of  serving  as  a  mobile 
boardroom.  Each  is  simultaneously  a  big, 
quick,  robust  sedan  capable  of  shrinking  500 
miles  of  European  autoroute  to  a  routine 
four-hour  nin. 

Each  S-Class  sedan  balances  plush 
riding  ease  with  roadholding  tenacity.  Breath- 
taking acceleration  with  powerful,  stable,  ABS- 
augmented  braking.  And  rigid  structural  solid- 
ity with  burnished  running  smoothness. 
^^r  The    priorities   of  highly    innovative 

technology  never  override  the  priority  of  high 
reliability.  From  the  anti-corrosion  wax  injected 


deep  into  its  body  cavities,  to  as  much  as  34 
pounds  of  undercoating,  to  a  robotically  precise 
five-step  painting  process, 
every  S-Class  sedan  is  built  to 
endure.  In  part  by  being  built 
to  a  quality  standard  that 
prompted  one  journal  to  ask, 
"How  is  it  that  Benzes  fit 
together  better  than  anything 
else  in  the  world?" 

And  balancing  these 
basic  automotive  aims,  a 
basic  human  aim:  the  well- 
being  of  the  occupants.  No 
S-Class  engineering  priority  exceeds  the  pri- 
ority of  safety.  For  example,  the  Supplemental 
Restraint  System  with  its  drivers-side  air  bag 
was  pioneered  in  America  in  the  sedans  of  the 
Mercedes-Benz  S-Class. 

You  can  choose  from  four  S-Class 
sedans:  the  560 SEL  and  420 SEL  V-8s,  and  the 
300  SEL  and  new  300  SE  six-cylinder  models.  If 
your  key  priority  is  excellence  in  every  way 
automotive  excellence  can  be  measured,  call 
or  visit  your  authorized  Mercedes-Benz  dealer 
today.  They  will  be  pleased  to  arrange  an  S-Class 
test  drive. 


Engineered  like  no  other  car  in  the  world 


>  I988M<■^^edes■fcn2ofN.A  .  Inc..  Monlvale.  NJ. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind.  -MSF 


Bush  &  the  Times 

Michael  Dukakis  came  to  see  the 
New  York  Times  and  I'm  told  that, 
something  like  Queen  Victoria,  "they 
were  not  impressed."  (You  do  recall 
that  Queen  Victoria  was  "not 
amused.")  But  when  George  Bush  hit 
the  premises  at  West  43rd  St.,  they  had 
him  stay  for  3'/2  hours  of  talk  and  gave 
the  Republican  candidate  a  "standing 
ovation"  as  he  rose  to  depart. 
— Liz  Smith,  New  York  Daily  News 


The  More  Things  Change... 

Sixty  years  ago — Oct.  15,  1928— 
this  appeared  in  Forbes: 

"By  this  time  next  month  the  elec- 
tion result  will  be  known.  The  belief 
in  high  financial  and  business  circles 
grows  that  Mr.  Hoover  will  be  elected. 
It  was  the  election  of  President  Coo- 
lidge  which  started  the  unparalleled 
boom  the  stock  market  has  enjoyed. 
Wall  Street  bulls  are  hopeful  that  a 
Hoover  victory  will  be  greeted  by  a 
fresh  demonstration  of  faith  in  the 
market's  future.  .  .  ." 

Forbes  reader  R.C.  Ehling  of  Spar- 
ta, N.f.  suggests  that,  with  the 
change  of  two  names,  it  would  be 
perfectly  applicable  right  now — six 
decades  later: 

"By  this  time  next  month  the  elec- 
tion result  will  be  known.  The  belief 
in  high  financial  and  business  circles 
grows  that  Mr.  Bush  will  be  elected. 
It  was  the  election  of  President  Rea- 
gan which  started  the  unparalleled 
boom  the  stock  market  has  enjoyed. 


Wall  Street  bulls  are  hopeful  that  a 
Bush  victory  will  be  greeted  by  a 
fresh  demonstration  of  faith  in  the 
market's  future.  .  .  ." 

Typecast 

Bureaucracy  and  modem  times  nib- 
bled away  at  the  essence  of  Talkeetna, 
Alaska.  "A  week  ago,"  Roberta  Shel- 
don said,  "a  man  from  Juneau  came  in 
on  the  train.  He  was  from  the  Depart- 
ment of  Highways.  He  had  plans  with 
him  to  show  where  56  stop  signs  and 
yield  signs  should  go.  He  asked  me  if  I 
would  call  a  town  meeting.  I  said,  sure, 
I'd  call  a  town  meeting,  but  I  didn't 
think  anybody  would  come.  I  told  him 
people  around  here  don't  like  to  go  to 
meetings  much,  and  they  weren't  go- 
ing to  like  hearing  about  his  signs 
much  either.  He  just  couldn't  seem  to 
understand  it.  He  was,  you  know,  a 
real  government  type." 

— Going  to  Extremes, 
by  Joe  McGinness 

What  Would  Tou  Do? 

At  the  debate,  [Dan  Quaylej  didn't 
hit  the  dumb  question  "What  would 
you  do  if  you  suddenly  became  Presi- 
dent?" out  of  the  ballpark.  Obviously, 
he  should  have  said:  "I  would  contin- 
ue the  policies  of  a  Bush  administra- 
tion because,  unlike  the  Democratic 
ticket,  George  Bush  and  I  agree  on 
every  serious  issue  facing  this  coun- 
try. You  really  ought  to  ask  Senator 
Bentscn  which  policies  he  would  pur- 


'Yot4  figure  it.  luviylhnig  we  em  is  lOd percent  natural 
yet  oitr  life  espectancy  is  only  M  years  " 


sue  as  President.  Would  he  follow  Dv 
kakis'  lead  on  gun  control,  aid  to  th 
contras,  the  death  penalty,  abortio 
and  taxes?  Or  would  he  follow  hi 
own  conscience  and  do  the  opposite 
Would  he  fire  the  liberal  Dukaki 
cabinet?" 

— Mona  Charen,  New  York  Pos 

Too  Much  Non-Sense 

If  there's  one  major  cause  for  th 

spread  of  mass  illiteracy,  it's  the  fac 

that  everybody  can  read  and  write. 

— Peter  de  Vries,  in  Writers  oi 

Writing,  by  Jon  Winoku 


To  be  right  too  soon 
is  to  be  in  the  wrong. 

— Memoirs  ofBadriaz 
by  Margaerite  Toarcena 


1  Million  More  Jobs 

Economists  predict  gloom  becaust 
they  focus  on  industrial  companies 
that's  like  predicting  a  family's  futun 
by  watching  only  the  grandparents. 

Instead  of  constantly  bemoanin} 
the  loss  of  the  old  industries,  we  mus 
explore  the  adventurous  new  technol 
ogies:  electronics,  biotechnology,  al 
temative  energy  sources,  mining  o 
the  seabeds,  robotics  and  more.  Tel' 
years  from  now  the  electronics  Indus 
try  will  be  bigger  than  auto  and  stee 
are  today.  The  U.S.  alone  will  need  i 
million  or  more  programmers  of  soft 
ware  by  the  end  of  the  decade. 

— Megatrends,  by  John  Naisbiti 

We  Cant  Win 

In  NYC  where  it  is  expensive  anc 
difficult  to  maintain  a  car  anyway 
the  thefts  of  car  radios  and  tape  play 
ers  have  become  an  accepted  part  oJ 
life.  Owners  take  elaborate  measures 
to  thwart  thieves.  "Some  people  park 
their  car,  and  they  take  the  radio  out, 
then  they  take  the  hubcaps  off  and 
remove  the  steering  wheel,"  Detec- 
tive John  Eanniello  said.  "There's  got 
to  be  a  point  where  you  stop  and  say, 
'This  has  gotten  ridiculous.'  " 

There  is  a  story  making  the 
rounds  that  may  or  may  not  be  true. 
It  IS  the  story  of  a  car  owner  who 
parked  and  left  a  "No  Radio"  sign 
in  the  windshield.  When  he  came 
back,  he  found  that  all  his  windows 
had  been  smashed,  his  "No  Radio" 
sign  had  been  turned  over  and,  on 
the  other  side,  someone  had  written, 
"Get  One." 

— Sarah  Lyall,  New  York  Times 
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HARTMANN'S  TEAM  OF  EFFICIENCY  EXPERTS." 


Hartmann  Hangbags.  Simple  efficient  packing 

for  one  day  or  a  week.  Some  styles  have  an 

ingenious  Grip  Lock  System"^"  that  allows  you  to 

use  hangers  of  your  choice.  Special  flaps,  pockets  and 

zippers  organize  and  secure  your  belongings.  A  wide 

array  of  fabrics,  colors  and  lengths  are  available. 

Select  the  one  that  meets  your  needs. 

Invest  in  a  Hartmann,  where  the  commitment 
to  quality  has  been  our  tradition  for  over //(?  years. 


harfci 


mm 


Handcrafted  since  1877" 


Send  lot  a  list  of  your  neaKsl  Hatlmann  dealers.  Dept.  1 1 151  Harlmann  Di. .  Lebanon,  Tennessee  37087      ci  1988  Hartmann  Luggage 


Du  Pont  TEFLON*  water  &  Main  reptller 
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MrmbrtrOICC  l988Ct>rniK«IB<nh/''     '* 


Do  smaller  businesses 
need  big  banks? 


Smaller  businesses  stretching  to 
reach  their  goals  have  unique  financial 
challenges.  But  a  large  bank-with  the 
capacity  to  extend  them  credit,  pro- 
tect them  from  gyrating  rates  and  help 
them  manage  their  cash-may  seem 
cold  and  bureaucratic. 

Ideally,  a  bank  should  value  close 
relationships  and  still  solve  the  com- 
'"'"Tncial  problems  that  small 
■  s   face  as   they  develop. 
i-  IS  such  a  bank. 


Over  30,000  of  these  relation- 
ships make  Chemical  the  country's 
largest  commercial  bank  in  small- 
business  and  middle-market  banking. 
At  Chemical,  we  study  customers' 
problems,  listen  closely  to  their  con- 
cerns and  provide  credit  for  expan- 
sion, advice  on  acquisitions,  foreign 
exchange  services  and  more.  And  our 
commitment  to  small  businesses  has 
been  strengthened  by  our  merger 
with  Texas  Commerce  Bancshares 


and  our  plan  to  merge  in  1989  VI 
Horizon  Bancorp  of  New  Jersey 

As  a  result,  small  businesses  a 
gain  access  to  urgently  needed  t 
vices,  without  sacrificing  the  pers(ii 
attention  and  understanding  ts 
require.  With  Chemical's  suppor 
small  business  can  realize  its  higl 
aspirations. 

CiCMICALBArC 

The  bottom  line  is  excellei 


Fact  and  Comment  11 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


ELECTION  PREDICTION:  MICHAEL  DUKAKIS  WILL  WIN 


his  home  state  of  Massachusetts — and  not  much  else. 

For  the  third  straight  time,  Republicans  are  headed  for 
an  electoral  college  landslide. 

Not  even  Harry  Truman  was  as  far  behind  as  Vice 
President  Bush  was  three  months  ago.  Now  it's  a  desperate 
Dukakis  who  must  make  the  Trumanesque  surge  to  win. 
In  the  closing  weeks,  he  will  fight  fiercely,  angrily,  but  he 
won't  make  it. 

When  Ronald  Reagan  symbolically  passed  the  baton  on 
to  Bush  at  the  airport  in  New  Orleans,  the  GOP  nominee 
began  to  set  the  terms  of  debate  for  the  upcoming  cam- 
paign. Dukakis  has  been  on  the  defensive  ever  since. 

Pundits  deplore  the  dominance  of  seemingly  frivolous 


issues  such  as  the  Pledge  of  Allegiance  and  prison  fur- 
loughs for  first-degree  murderers.  But  they  are  not  frivo- 
lous to  millions  of  voters  who  recognize  that  Bush  shares 
their  basic  values.  Bush  has  grown  in  stature.  Dukakis  had 
no  second  act  beyond  "competence." 

The  threadbare  nature  of  Dukakis'  campaign  was  never 
more  evident  than  in  his  sudden  embrace  of  "economic 
nationalism."  His  warnings  of  Japan's  "buying  up"  Ameri- 
ca were  an  economic  version  of  the  "yellow  peril." 

If  this  writer  wanted  to  play  it  safe,  he  would  stop  here. 
But  the  temptation  to  predict  each  state  is  irresistible  to 
this  sometimes-singed  seer. 

The  tally;  Bush,  488;  Dukakis,  50. 


Alabama  |9|  Bush. 

Alaska  |3)  Bush. 

Arizona  (7)  Bush. 

Arkansas  (6)  Close,  but  Bush  will  win. 

California  (47)  The  Duke  will  do  bet- 
ter here  than  in  the  nation,  but  not 
enough  to  win. 

Colorado  (8)  Bush. 

Connecticut  (8)  Native  son  Bush  will 
best  neighboring  New  Englander 
Dukakis. 

Delaware  (3)  Hasn't  been  won  by  a 
loser  since  1948.  Bush. 

District  of  Columbia  (3)  Democrats 
never  lose  here.  Dukakis. 

Florida  (21)  The  sunniest  of  the  big 
states  for  Bush. 

Georgia  (12)  Bush. 

Hawaii  (4)  Dukakis. 

Idaho  (4)  Bush. 

Illinois  (24)  This  should  have  been 
easy  for  Dukakis  to  win,  what  with 
the  hard  times  on  the  farm  in  the 
normally  GOP  rural  south.  He 
won't,  however.  Bush  by  a  hair. 

Indiana  (12)  Bush  will  bag  Quayle's 
home  state. 

Iowa  (8)  Another  missed  opportunity 
for  the  Democrats.  Bush  will  har- 
vest the  electoral  votes. 

Kansas  (7)  Bush. 

Kentucky  (9)  Bush. 

Louisiana  (10)  Would  have  voted  Du- 
kakis if  he  had  displayed  some  fire- 
in-the-belly  populism.  Bush. 


Maine  (4)  Downeasters  consider  Bush 
one  of  their  own. 

Maryland  (10)  Democrats  are  domi- 
nant. Dukakis. 

Massachusetts  (13)  The  campaign 
has  diminished  Dukakis'  stature. 
But  hometown  loyalties  will  save 
the  Democratic  nominee  in  this, 
the  most  Democratic,  state. 

Michigan  (20)  People  are  still  shaken 
by  the  battering  the  economy  took 
six  years  ago.  Nonetheless,  Bush 
will  eke  out  a  victory. 

Minnesota  (10)  Both  Carter  and  Mon- 
dale  carried  this  one.  Dukakis. 

Mississippi  (7)  Bush. 

Missouri  (11)  The  coattails  of  a  popu- 
lar Republican  Governor  running 
for  reelection  will  save  Bush. 

Montana  (4)  Once  a  possibility  for  Du- 
kakis, but  the  Yellowstone  fires, 
which  were  defended  by  pro-Duka- 
kis environmentalists,  have  burned 
his  chances  here. 

Nebraska  (5)  Bush. 

Nevada  (4)  No  chance  for  Dukakis. 

New  Hampshire  (4)  Bush. 

New  Jersey  (16)  Bush. 

New  Mexico  (5)  Spanish-speaking 
Dukakis  will  do  well  but  not  well 
enough.  Bush. 

New  York  (36)  Once  solidly  for  Duka- 
kis, now  narrowly  for  Bush. 

North  Carolina  (13)  Bush. 

North  Dakota  (3)  Bush. 


Ohio  (23)  Bush. 

Oklahoma  (8)  Bush. 

Oregon  (7)  The  Pacific  Northwest  is 
one  part  of  the  country  that  still 
likes  Dukakis'  "style."  Bush  will 
take  it  anyway. 

Pennsylvania  (25)  Another  once-solid 
Dukakis  state  that  will  be  narrowly 
won  by  Bush.  Next  to  New  York, 
still  the  Duke's  best  big  state  hope. 

Rhode  Island  (4)  If  Jimmy  Carter  could 

win  here  so  will  neighbor  Dukakis. 

South  Carolina  (8)  Protectionism  is 
supposedly  popular  here,  but  it 
won't  help  Dukakis.  Bush. 

South  Dakota  (3)  Like  Iowa  and  south- 
ern Illinois,  this  state  was  ready  to 
go  to  the  Duke.  Not  anymore.  Bush. 

Tennessee  (II)  A  southern  state 
where  Dukakis  was  once  strong. 
Flag  issue  folded  him  here.  Bush. 

Texas  (29)  Another  home  state  for 
Bush.  Bentsen  is  popular,  but  he 
isn't  at  the  top  of  the  ticket. 

Utah  (5)  Overwhelmingly  for  Bush. 

Vermont  (3)  Very  close.  Bush. 

Virginia  (12)  Republicans  have  lost 
this  only  once  in  forty  years.  Solid 
for  Bush. 

Washington  (10)  Like  Vermont  and 
Oregon,  exceedingly  close.  Bush. 

West  Virginia  (6)  Dukakis. 

Wisconsin  (II)  Would  you  believe  it? 
Bush. 

Wyoming  (3)  Bush. 
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?.'  M  FIST 


C  K      R  O  L  1.  I-:  R  B  A  L  I. 


Th 


e   new 


Meister  stuck 


f 


ro  m 


M  o  n  tbl  an  c. 


Now     you     can     own     a     peerless 
Meisterstiick     writing     instrument 


in     a     new     Rollerball     version. 

Crafted     of     precious     polished     resin, 

with     gold-plated     accents, 

it's     a     perfect     match     for 

the     Meisterstiick     fountain     pen, 

ballpoint     and     fineline     pencil. 


The    art    of  writing 


MONT 
BLANC 


O 


For  the  store  nearest  you  call  Koh  l-Noor  Rapidograph  Inc  (201)  479-4124  In  Canada,  (416)  6710696 


Interndtiondl  symbols. 


Sailing. 


Golfing. 


Good  Taste. 


Airport. 


Skiing. 


A  premium  whisky,  unrivaled  in  quality  and  smoothness  since  1858. 


!l 


What^s  Ahead  for  Business 


Edited  by  Howard  Banks 


BUDGETING  BT  "UNCONTROLLABLES" 


Why  three-fourths 

of  federal  spending 

cannot  be  cut 


Kids  dont  vote, 

so  stick  it 

to  them 


There  are  limits 
to  adding  even 
new  user  fees 


I 


Congress  is  entitled  to  one  cheer,  but  not  three,  for  producing  all 
13  appropriations  bills  before  going  off  to  get  reelected. 

Yes,  for  the  first  time  in  years,  Washington  hasn't  resorted  to  a  catch- 
all continuing  resolution  on  federal  spending.  But  remember  that,  in 
addition  to  the  discipline  imposed  by  Gramm-Rudman-Hollings  limits 
on  spending,  today's  budget  is  mostly  created  according  to  politically 
convenient  rules  of  thumb. 

About  three-quarters  of  the  budget  (equivalent  to  $900  billion  for  fiscal 
1989)  is  now  "uncontrollable,"  according  to  the  Office  of  Management 
&  Budget,  meaning  it  cannot  be  cut. 

The  biggest  uncuttable  is  Social  Security  payments — which  just  got  a 
4%  cost-of-living  boost — and  other  entitlements  for  the  elderly  (see  p. 
222).  Other  budget  untouchables  include  interest  on  the  national  debt 
and  current  defense  contracts. 

Control  over  the  fraction  of  the  budget  that  can  be  tinkered  with 
is  in  the  hands  of  congressional  leaders,  who  rely  mostly  on  simple 
rough-justice  formulas. 

Preeminent  is  the  50-50  rule,  which  holds  that  cuts  shall  be  half 
defense,  half  nondefense,  and  that  savings  shall  be  half  from  existing 
programs,  half  through  new  revenue. 

Spending  committees  typically  get  to  appropriate  an  arbitrary  102%  to 
103%  of  last  year's  spending,  a  figure  chosen  because  it  yields  a  modest 
cut  in  real  terms. 

This  approach  creates  oddities.  Example:  Federal  children's  programs 
in  1987  were  3%  down  in  real  terms  compared  with  1978,  during 
which  time  real  spending  on  all  programs  for  the  elderly  was  up  by  over 
half,  according  to  House  budget  committee  calculations.  Kids  are 
easier  to  cut.  They  don't  vote. 

Congress,  following  the  model  of  states  and  local  governments,  is 
turning  to  user  fees  or  dedicated  funds  to  raise  new  money  rather  than 
higher  direct  taxes  (see p.  159). 

Some  $500  biUion,  about  42%,  of  fiscal  1989  federal  receipts  will  be 
raised  this  way,  up  from  34%  in  1977. 

User  fees  appeal  to  both  the  political  right  (which  sees  them  as  leading 
to  more  privatization  of  public  services)  and  the  left  (which  sees  them 
as  a  way  to  give  voters  more  goodies  without  seeming  to  raise  taxes). 

But  all  federal  politicos  should  take  care  before  piling  on  yet  more  of 
these  backhanded  taxes. 

The  total  public  tax  bite  (federal  plus  state  and  local  government)  hit 
32.6%  of  GNP  in  fiscal  1987,  a  record,  despite  lower  income  tax  rates. 
Moreover,  a  1987  poll  by  the  U.S.  Advisory  Commission  on  Intergov- 
ernmental Relations  shows  a  steady  decline  in  voters  who  feel  they  get 
value  for  money  from  the  feds,  versus  a  steady  increase  in  approval  of 
state  and  local  spenders. 
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The  Forbes  Index 
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Under  pressure.  The  overall  economy  rolls  along  but  is  a 
bit  out  of  shape.  While  the  seasonally  adjusted  Consumer 
Price  Index  was  up  only  0.3%  in  September,  the  nonad- 
justed  index  jumped  0.7%.  Higher  food  and  apparel  costs 
were  responsible  for  pushing  up  both  figures.  Meanwhile, 
the  housing  market  continues  on  its  sluggish  course.  The 


131,000  new  housing  starts  in  September  were  14.1%) 
below  the  September  1987  number. 

New  unemployment  claims  dipped  to  289,000  in  Sep 
tember,  their  lowest  point  since  October  1987 — reflecting 
a  continued  decline  in  the  overall  unemployment  rate] 
now  at  5.4%. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  US  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  US  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right 
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u  can  tell  a  lot  about 
airline  by  the  way  they 
sign  their  napkin. 

ipkin  may  be  trivial  to  some  airlines,  but  not  to 
hansa.  Ours  is  custom-designed  with  a  button- 
^  to  help  keep  things  as  neat  as  possible, 
ecause,  after  all,  a  spot  on  your  clothes  can 
il  an  otherwise  smooth  flight. 
Jow,  if  an  airline  gives  so  much  consideration  to 
ipkin,  imagine  how  much  thought  goes  into 
rything  else. 

opie  expect  the  world  of  us. 

©  Lufthansa 

German  Airlines 


f 


lansa  is  a  participant  in  the  mileage  programs  of  United, 
Ita  and  USAir  See  your  Travel  Agent  for  details. 


llfTERIORWI 


125  MPH 


£  l"S)<  Amcnuin  Honda  Mmir  Co.  Inc  Acuni  and  I  cfcni!  arc  iradfmarli'.ol  Hunda  MiMit  To   I  id  ■^c^ln  rcmindv  yrm  to  observe  all  •.peed  laws 


I^^^id 


Designing  an  automobile 
I  erior  on  a  test  track  at 
;  ieds  that  most  people  only 
;  )erience  thousands  of  feet 
I  JVC  the  ground  may  seem 
I  Tiewhat  extreme. 
But  not  if  you  take  into 
nsideration  the  most  basic 
/of  design: 

Form  follows  function. 
In  other  words,  what  good 
i  car  capable  of  going  over 
5  MPH  if  the  interior 
I't  up  to  speed?* 


A  rather  obvious  insight 
But  one  that  may  just  have 
escaped  many  of  tiie  auto- 
makers who  consider 
themselves  competition  for 
the  Acura  Legend  Coupe. 

Slide  into  ffie  cockpit  and 
you'll  immediately  be  aware  of 
the  fact  that  this  is  an  environ- 
ment where  form  really  does 
follow  function.  Grip  the  wheel 
in  the  classic  9  and  3  driving 
position  and  notice  that  the 
necessary  controls-the  cruise 
control  button  to  the  remote 
stereo  selector-are  right  at 
the  tips  of  your  fingers. 

Right  where  they  should  be. 

Note  how  smoothly  and 
surely  the  switches  and  con- 
trols engage.  Not  only  was 
their  placement  careMy  con- 
sidered, but  also  the  way  they 
feel  when  you  use  them.  So 
whether  something  pushes, 
pulls,  slides,  clicks  or  turns,  its 
response  is  distinct  Tactile. 

Observe  the  simplicity  of 
the  dash.  White-on-black  ana- 
log gauges  that  are  easy  to 
read  at  a  glance.  So  you  can 
spend  your  time  concentrating 
on  more  important  things. 


Like  the  road  in  front  of  you. 

Look  around  you,  and 
enjoy  the  view.  Not  many  cars 
offer  one  quite  this  panoramic. 
With  323  degrees  of  outward 
visibility  you  can  navigate  a  lot 
more  confidently  Whether 
you're  cruising  down  an  inter- 
state or  simply  parallel  parking. 

And  no  matter  how  far  you 
drive,  you'll  never  find  yourself 
fidgeting.  The  multi-adjustable 
driver's  seat  includes  lumbar 
and  thi^  supports  designed 
to  minimize  fatigue  over  long 
distances.  As  well  as  lateral 
support  to  keep  you  firmly  in 
place  during  cornering. 

Which  means  you'll  feel  as 
comfortable  at  the  end  of  your 
journey  as  you  did  when  you 
pulled  out  of  your  driveway 

You  may  never  drive  your 
Legend  Coupe  at  125  MPH. 
But  the  fact  that  we  did  will 
make  driving  it  at  55  MPH  all 
the  more  enjoyable. 

CaU  1-800-TO-ACURA  for 
the  name  of  the  Acura  dealer 
nearest  you. 

ACURA 

Precision  crafted  performance. 


Forbes 


Proud  U.S.  manufacturer  Dresser  Indus- 
tries concedes  that  the  Japanese  are  better 
at  manufacturing  than  we  are  and  has 
turned  its  construction  machinery)  plants 
over  to  Komatsu  Ltd. 

The  enemy 
of  my  enemy 


By  Jerry  Flint 


Is  THIS  CRICKET?  An  American 
manufacturer  and  a  Japanese  join 
together — but  not  just  to  get 
some  new  technology  or  to  beat  the 
currency  game.  They  team  to  fight 
another  American  company.  "The  en- 
emy of  my  enemy  is  my  friend." 

That's  just  the  point  of  the  astound- 
ing but  httle  appreciated  joint  venture 
(effective  Sept.  1)  that  puts  Dresser 
Industries'  construction  equipment 
business  together  w\th  the  U.S.  busi- 
ness of  Komatsu  Ltd.  of  Japan.  Ko- 
matsu Dresser  Co.  starts  life  as  a  $1- 
billion-plus  enterprise  but  a  relatively 
small  player  in  the  world  market  of 
nearly  $15  billion  in  sales. 

What  makes  this  joint  venture  dif- 
ferent from  so  many  others  is  the  divi- 
sion of  labor:  The  Japanese  will  run 
the  manufacturing  and  furnish  most 
of  the  product  technology.  The  Amer- 
icans will  provide  the  plants  and  the 
marketing.  Though  it  is  a  50-50  own- 
ership, the  Japanese  are  clearly  the 
senior  partners. 

It  is  a  marriage  of  desperation.  Dres- 
ser's construction  equipment  plants 
are  running  at  half  capacity,  and  Ko- 
matsu has  lost  three-fourths  of  its 
profits  thanks  to  the  strong  yen.  The 
big  winner  to  date  has  been  Caterpil- 
lar. "Cat's  strength  drove  this  deal," 
says  James  Mezera,  a  vice  president  of 
le  new  jomt  venture.   Caterpillar, 


with  sales  running  past  $10  billion 
this  year,  was  powerful  and  tough 
enough  to  use  the  strong  dollar  to 
hold  down  prices,  grabbing  back 
worldwide  market  share  from  Ko- 
matsu. Dresser,  as  a  distant  competi- 
tor to  Caterpillar,  was  caught  in  the 
middle,  losing  $18  million  last  year 
on  construction  equipment. 

Dresser,  however,  did  not  want  to 
quit  on  the  business,  which  account- 
ed for  more  than  a  fifth  of  its  $3  bil- 
lion in  sales  last  year.  "This  is  not 
throwing  in  the  sponge,"  says  Ralph 
Ytterberg,  the  new  Komatsu  Dresser 
chairman  and  chief  executive.  He  fig- 
ures that  Komatsu  Dresser  has  the 
potential  of  taking  20%  or  more  of  the 
market,  enough  to  stand  up  to  Cat  in 
production  economies.  Moreover,  Ko- 
matsu spends  $240  million  a  year  on 
R&D,  ten  times  Dresser's  R&D 
spending  on  the  dirt  movers;  the  new 
venture  will  have  the  advantage  of  all 
this  technology. 

Joint  ventures  have  been  growing 
dramatically  in  the  manufacturing 
sector,  but  none  appears  so  complete- 
ly aimed  at  a  local  competitor  as  this 
one.  In  the  auto  industry,  for  example, 
the  General  Motors-Toyota  joint 
plant  in  California  and  the  Chrysler- 
Mitsubishi  combine  in  Normal,  111. 
build  Japanese-type  cars  to  supple- 
ment the  lines  of  U.S.  cars  built  by 
CM  and  Chrysler  and  compete 
against  other  imports. 


IXtn  >Xtim:  Piaurt-  Gr 


But  the  Komatsu  Dresser  "enerr 
of  my  enemy"  strategy  may  becon 
the  trend.  The  latest  auto  industi 
joint  venture,  for  example,  a  Fon 
Nissan  minivan  to  be  built  outsic 
Cleveland,  is  aimed  against  Chry 
ler's  successful  minivan. 

"The  rate  of  joint  ventures  in  th 
U.S.  is  increasing  rapidly,"  says  Katl 
ryn  Hamgan,  a  professor  at  the  Ci 
lumbia  University  business  schoo 
"In  1975  they  represented  1.7%  of  a 
economic  activity  in  the  U.S.  By  198 
the  rate  increased  to  7.6%."  She  als 
estimates  that  the  formation  rate  fc 
joint  ventures  this  year  is  runnin 
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loDiiitsu  Dresser  Chairman  Ralph  "itteriierg  and  Presuieni  Haruhiku  L  nieda 
caterpillar's  strength  drove  their  deal. 


50%  ahead  of  1987. 

The  Komatsu  Dresser  deal  is  head- 
quartered at  Libertyville,  111.,  40  miles 
Dutside  Chicago  and  the  site  of  a  ma- 
or  Komatsu  Dresser  plant.  The  new 
:ompany  will  have  total  assets  worth 
nore  than  $r  billion,  3.5  million 
square  feet  of  factory  space,  including 
:our  U.S.  plants  (mostly  unionized), 
two  in  Canada  and  two  in  Brazil,  and 
5,000  employees.  Some  $200  million 
is  to  be  invested  in  the  plants  quickly. 

Komatsu  Dresser  will  be  a  full-line 
:ompany,  making  just  about  every 
kind  of  machine  that  can  move  dirt — 
crawler  tractors,  wheel  loaders,  hy- 


draulic excavators — with  prices  rang- 
ing from  $50,000  to  $1.5  million.  'Tor 
the  first  time  customers  will  have  a 
viable  alternative  to  Caterpillar,"  says 
Komatsu  Dresser's  Mezera.  "We 
won't  be  a  niche  player." 

Somewhat  surprisingly,  Komatsu 
Dresser  will  not  market  a  unified  line 
of  products.  Dresser  and  Komatsu, 
which  make  similar  lines  of  equip- 
ment, will  keep  their  dealers  and 
product  lines  separate — like  Buick 
and  Oldsmobile.  Indeed,  that's  the 
key  to  aiming  at  a  20%  market  share. 
But  if  marketing  will  be  kept  separate, 
manufacturing  will  not.  In  this,  the 


Americans  have  simply  struck  the 
flag  to  the  Japanese.  Why  did  Dresser 
turn  manufacturing  over  to  the  Japa- 
nese? Of  course.  Dresser  needed  the 
Komatsu  line  to  fill  its  plants,  while 
Komatsu  needed  the  facilities  in  the 
U.S.  because  of  the  yen's  apprecia- 
tion. But  it  also  was  an  honest  recog- 
nition that  Americans  still  have 
much  to  learn  from  the  foreigners. 
And  not  just  in  earth  moving.  In  auto- 
mobiles, says  Ford  Chairman  Donald 
Petersen,  Toyota's  home  plants  are 
30%  more  efficient  than  Ford's  U.S. 
plants,  but,  he  adds:  "It  used  to  be 
100%."  Petersen  says  that  with  the 
cheaper  dollar  any  remaining  Japa- 
nese cost  advantage  is  offset  by  ship- 
ping costs,  thus  making  U.S.  plants 
competitive.  But  the  productivity  ad- 
vantage still  remains  with  the  Japa- 
nese plants. 

Haruhiko  Umeda,  a  Komatsu  direc- 
tor, is  the  joint  venture's  president 
and  chief  operating  officer  in  Liberty- 
ville. When  he  toured  the  Libertyville 
plant,  a  union  man  asked  him  what  he 
thought  of  the  plant. 

"I  told  him  I  thought  I  was  in  a 
Komatsu  plant  in  Japan  20  years  ago. 
He  said,  'How  come?' 

"Oh,  please,  look  at  these  ma- 
chines, 20  people  working,  very  hard, 
moving  very  quickly,"  Umeda  re- 
plied. "In  Japan  there  are  only  one  or 
two  operators,  operating  the  same 
number  of  machines,  and  they  don't 
have  to  move  so  quickly  and  muscle 
work  isn't  necessary."  Umeda  already 
has  a  team  of  30  Japanese  engineers 
fanning  out  in  the  joint  factory  look- 
ing for  more  of  what  he  calls  "the 
badness"  in  operations. 

Komatsu  had  a  troubling  experi- 
ence with  an  earlier  plant  it  opened  on 
its  own  in  Chattanooga,  Tenn.  The 
plant  had  new  management,  a  new 
work  force,  new  tools  and  tech- 
niques— robots  and  flexible  manufac- 
turing centers.  The  plan  was  to  as- 
semble a  wide  variety  of  products  in  a 
small  location.  "We  intended  to  pro- 
duce products  exactly  the  way  Ko- 
matsu (Japan)  was  doing,"  Umeda 
says.  "Everybody  went  crazy."  The 
Chattanooga  plant,  which  is  now  part 
of  the  joint  venture,  may  be  expanded 
and  some  of  its  current  products 
farmed  out  to  other  Komatsu  Dresser 
plants. 

Umeda  doesn't  intend  to  repeat  the 
same  mistakes,  but  he  will  follow  the 
basic  Japanese  manufacturing  ap- 
proach. He  also  must  move  quickly  to 
add  the  Komatsu  line  to  the  produc- 
tion in  Dresser's  plants,  but  admits  he 
must  move  gradually  in  modifying 
the  Japanese  methods  to  fit  the  Amer- 
ican scene.  Exactly  how?   That  re- 
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mains  to  be  seen.  Umeda  clearly  has 
his  work  cut  out  for  him. 

Umeda  falls  back  on  one  of  those 
wonderful  Japanese  phrases  that  are 
used  as  metaphors.  Takara-no-yama, 
he  says.  The  company  is  a  mountain 
of  treasure.  "If  we  keep  digging,  dig- 
ging, digging.  Digging  is  very  hard 
work.  But  if  we  continue  to  dig  into 
the  mountain,  then  we  will  find  the 
gold  or  diamonds." 

Is  Umeda  discouraged?  Like  many 
Japanese  executives,  he  is  an  avid  golf- 
er. He  had  his  first  hole-in-one  on  a 


nearby  golf  course.  "The  14th  hole, 
178  yards.  There  was  a  creek  and  a 
maple  tree  in  front  of  the  green.  I  used 
a  4  iron.  American  partner  used  a 
number  8.  Oh,  Americans  are  very 
strong,  I  think.  I  aimed  right.  The 
feeling  was  good,  but  I  heard  the  ball 
hit  the  maple  tree.  But  that  reduced 
its  speed  and  changed  its  direction.  It 
fell  on  the  green,  and  curved  into  the 
hole,"  he  says  with  the  joy  of  a  victor. 
"That's  an  omen." 

Umeda  muses  a  bit.  "When  I  was 
young,  products  marked  made  in  the 


USA  were  the  best  in  quality,"  he  sa 
"I  dreamed  of  having  a  fountain  p 
made  in  the  U.S.A.,  a  bicycle  made 
the  U.S.A. — of  course,  an  automobi 
About  10  to  15  years  ago,  somethi 
changed.  American  quality  isn't  t 
best  any  more,  but  people  here 
hardworking." 

His  dream,  he  says,  is  to  make  tj 
old  days  live  again,  "to  export  mas 
IN  THE  USA  products."  The  Japane 
learned  from  us.  Now  it  is  our  turn 
learn  from  them.  That's  what  this  K 
matsu  Dresser  deal  is  all  about.  I 


Why  are  people  willing  to  pay  $21  billion 
for  a  cracker-and-tobacco  company? 
Wrong  question.  Better  ask:  Who  on  Wall 
Street  prof  its  from  the  madness? 

When  the  music 
stops . . . 


By  Allan  Sloan 


KRAFT,  Inc.,  a  mediocre  food 
company,  suddenly  gets  a 
buyout  offer  for  more  than  25 
times  its  most  recent  12-month  nor- 
malized earnings  and  5  times  book 
value.  Shareholders  of  RJR  Nabisco,  a 
cigarette  and  food  conglomerate  run 
by  erratic  Ross  Johnson,  are  offered  16 
times  earnings  and  4  times  book. 

The  offers  make  questionable  eco- 
nomic sense,  but  they  make  lots  of 
sense  for  Wall  Street.  Profits  having 
vanished  in  most  other  lines  of  their 
business,  the  brokers  are  desperate  for 
those  incredible  takeover  scores,  such 
as  the  $300-million-plus  we  estimate 
Shearson  Lehman  Hutton  will  make 
in  advisory  and  underwriting  fees  if 
Its  client,  RJR's  management,  suc- 
ceeds in  buying  the  company. 

According  to  Pcrrin  Long,  a  broker- 
age industry  analyst,  only  merger  fees 
and  leveraged  buyout  profits  kept  the 
securities  industry  profitable  during 
the  first  nine  months  of  this  year.  No 
merger  fees,  no  fat  bonuses.  Good- 
bye, red  Ferraris. 

Thus  driven  to  keep  deals  flowing, 
Wall  Street  has  mobilized  all  its  per- 
suasive force.  It  has  done  a  marvelous 


job  of  persuading  both  buyers  and 
lenders  that  a  $14  billion  "recapitali- 
zation" of  Kraft  (designed  to  top  Phil- 
ip Morris'  $1 1  billion  offer)  and  a  $21 
billion  leveraged  buyout  of  RJR  are 
good,  conservative  deals.  The  pitch  is 
beguilingly  simple:  Even  when  the 
long-awaited  recession  arrives,  people 
will  keep  right  on  eating  Breyers  ice 
cream  and  Velveeta  cheese  and  smok- 
ing Camel  cigarettes. 

There  is  some  truth  to  that.  People 
will  eat  and  smoke  even  after  they  cut 
back  on  cars,  trips  to  Europe  and  com- 
pact disc  players.  But  the  argument 
can  be  carried  too  far.  It  k  being  car- 
ried too  far  when  the  promoters  say 
that  it  just  doesn't  matter  what  you 
pay  for  these  companies  because  their 
consumer  franchises  are  so  valuable. 

Of  course,  it  wasn't  that  long  ago 
that  Wall  Street  told  everyone  that 
food  stocks  were  mature,  boring  com- 
panies that  should  be  valued  at  below- 
market  multiples.  Then  Warren  Buf- 
fett  lucked  into  a  big  killing  on  Gener- 
al Foods  in  1985.  Now,  of  course,  the 
foods  have  become  glamorous. 

Doesn't  anyone  remember?  It 
wasn't  long  ago — the  early  1970s,  in 
fact — when  a  lot  of  Wall  Streeters  said 
it  didn't  matter  how  much  you  paid 


for  the  Nifty  Fifty  growth  stocks,  1; 
cause  their  inevitable  growth  wou 
bail  you  out  no  matter  what  you  pa: 
That  delusion  put  Avon  Products  i 
to  140.  It  is  now  23.  When  Avon  a: 
many  of  its  49  companions  collapst 
they  took  the  whole  market  wi: 
them;  it  dropped  around  35%  in  a  f r 
months. 

In  normal  times,  you  could  rely  i 
lenders  and  investors  to  do  a  thorou; 
job  of  analysis  before  forking  ov 
money  to  fund  deals  like  Kraft  ai 
RJR  Nabisco,  where  neither  tangib: 
assets  nor  earnings  nor  cash  flc 
seem  to  justify  the  price.  But  n 
these  days.  Today,  the  money  is  o 
looking  for  the  deals,  rather  than  tl 
other  way  around. 

Thanks  to  the  dreamlike  retun 
that  leveraged  buyouts  and  jur, 
bonds  have  generated  for  the  past  d 
cade,  there  are  billions  of  doUa 
sloshing  aroimd  in  leveraged  buyo 
funds.  Kohlberg  Kravis  Roberts  &  C( 
which  is  bidding  more  than  $20  b: 
lion  for  RJR  Nabisco,  alone  has  J 
billion  earmarked  for  equity  inves 
ments  in  LBOs.  Suitably  leverage 
that  money  could  swing  more  tht 
$30  billion  of  deals. 

And  commercial  banks,  insuranc 
companies  and  junk  bond  mutu 
funds  have  billions  of  dollars  that  a 
frantically  searching  for  high-yieldir 
investments.  The  banks  need  b 
front-end  fees  and  high  yields  to  ba 
themselves  out  of  bad  foreign  loai 
and  disastrous  domestic  real  estai 
lending.  Junk  bond  funds  need  jun 
bonds,  the  higher  the  coupon  the  be 
ter.  Produce  a  plausible  story  and  a  b 
enough  deal,  and  the  money  starts  i 
pour  in.  Never  mind  that  the  collate 
al  is  shaky. 

What  happens  when  money  is  lool 
ing  for  deals  rather  than  the  other  wa 
around?  Take  a  look  at  Texas.  Almo; 
every  major  Texas  bank  went  bu; 
because  overeager  bankers  pushe 
money  onto  real  estate  developer 
How  could  you  lose  with  Dallas  c 
Houston  or  Austin  real  estate?  O 
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vis  going  to  $100  a  barrel. 

The  scene  shifts,  but  the  tendency 
0  delusion  remains.  Corporate  man- 
igers  dream  of  becoming  overnight 
aillionaires  by  leading  leveraged 
)uyouts  of  their  ow^n  companies.  The 
lews  media,  meanwhile,  play  their 
)art:  They  fawn  over  people  who  have 
)ecome  overnight  zillionaires  in  the 
akeover  game.  Ron  Perelman.  Don 
Celly.  Carl  Icahn.  It  makes  them  into 
^amorous  figures.  Everybody  wants 


to  be  like  them. 

Look  at  how  the  game  is  played. 
You  buy  a  big  diversified  company 
with  mostly  borrowed  money.  Then 
you  start  selling  off  pieces  to  the  point 
where  you  have  gotten  most  of  the 
purchase  price  back  but  you  still  own 
a  big  chunk  of  the  business.  Perelman 
did  it  with  Revlon,  Icahn  with  ACF. 

Isn't  making  two  plus  two  equal  six 
crazy  arithmetic?  Yes,  but  it  works — 
as  long  as  buyers  can  peddle  some 


newly  acquired  assets  at  even  higher 
prices  than  they  paid  for  them.  In  oth- 
er words,  you  need  a  greater  fool  to 
keep  the  game  of  musical  chairs  go- 
ing. Yes,  we  paid  a  stiff  price,  but  we 
can  sell  parts  for  even  stiffer  prices. 

But  for  how  long?  As  one  arbitrager 
with  a  sense  of  history  puts  it:  "Peo- 
ple have  to  eat  during  a  recession,  but 
they  don't  have  to  pay  up  for  assets." 
Meanwhile,  he's  cashing  in,  and 
laughing  all  the  way  to  the  bank.  ■ 


pnder  the  current  rules,  Tv  networks  lose 
^?very  time  they  have  a  winning  program — 
and  the  syndicators  walk  off  with  the  loot. 

Bill  Cosby 

versus 
Bill  Ck>sby 


By  Richard  Behar 


ELEVisiON  SITCOMS  thrive  on 
irony,  and  what  could  be  more 
ironic  than  NBC's  new  relation- 
ship with  The  Cosby  Showl  Developed 
largely  with  NBC's  risk  capital,  Cosby 
became  one  of  the  most  successful 


sitcom  series  in  tv  history,  helping 
lift  NBC  to  the  number  one  slot 
among  networks  in  both  ratings  and 
profits.  But  last  month  The  Cosby  Show 
entered  syndication  on  rival  indepen- 
dent stations  around  the  country,  put- 
ting NBC  in  the  unhappy  position  of 
being  fought  and  sometimes  beaten 


Sjmdie  success  stories 


These  current  prime-time  shows  have  also  begun  airing  as  syndicated 
teruns  within  the  last  two  years.  With  the  revenues  streaming  in,  now 
the  networks  want  a  cut  of  the  action. 


Program 


Network 


Syndicator 


Estimated 
value  (per 
syndicated 
network     syndication     episode) 


-Debut- 


Miami  Vice* 


NBC 


MCA-TV 


1981 


1988  $300,000 


Family  Ties 


NBC 


Paramount 


1982 


1987 


1.6  mil 


Cheers 


NBC 


Paramount 


1982 


1987 


1.6  mil 


Newhart 


CBS 


MTM  Productions 


1982 


1987 


1.0  mil 


Simon  &  Simon 


CBS 


MCA-TV 


1982 


1987 


800,000 


The  Cosby  Show 


NBC  Viacom  Enterprises 


1984 


1988 


5.0  mil 


Night  Court 


NBC 


Warner  Brothers 


1984 


1988 


1.2  mil 


Murder,  She  Wrote* 


CBS 


MCA-TV 


1984 


1988 


350,000 


•On  cable  (USA  Network). 


with  its  own  product. 

The  Cosb}'  reruns  are  now  cutting 
into  audience  shares  of  competing  tv 
stations  everywhere,  sometimes  in- 
cluding NBC  affiliates.  Syndicated 
Cosby  reruns  now  air  on  independent 
stations  at  7:00  p.m.  in  both  New 
York  and  Washington,  directly  oppo- 
site the  time  slot  in  those  cities  for 
the  NBC  Nightly  News,  which  has  suf- 
fered an  average  20%  Nielsen  ratings 
drop  in  the  New  York  and  Washing- 
ton markets,  in  good  part  as  a  result  of 
this  competition. 

Original  prime-time  episodes  of  The 
Cosby  Show  also  continue  to  air  net- 
work-wide on  NBC  one  hour  later  on 
Thursdays.  NBC  fears  that  those  rat- 
ings will  continue  to  droop  as  more 
and  more  Costf)'  addicts  get  their 
nightly  fix,  five  times  a  week,  on  syn- 
dicated reruns.  "How  is  it  that  a  show 
on  which  we  risked  millions  to  devel- 
op, promote  and  nurture  can  now  turn 
around  and  sting  us?"  asks  John  Agog- 
lia,  a  top  NBC  executive. 

That  question  is  at  the  heart  of  se- 
cret talks  that  began  last  month  at 
NBC's  New  York  headquarters 
among  the  three  networks  and  several 
of  Hollywood's  leading  studios.  At  is- 
sue is  whether  the  networks  will  be 
permitted  to  share  in  the  profits  of  the 
syndication  business.  Syndicating 
network  reruns  to  independent  tv  sta- 
tions, cable  outlets  and  foreign  mar- 
kets was  once  viewed  as  the  low-rent 
end  of  the  tv  business.  But  in  recent 
years  it  has  evolved  into  a  wildly  lu- 
crative yet  destabilizing  force  in  net- 
work programming. 

Why  can't  the  networks  produce 
their  own  shows  and  withhold  them 
from  the  competition?  Federal  regula- 
tions. Regulations  enacted  by  the  Fed- 
eral Communications  Commission  in 
1970  bar  ABC,  NBC  and  CBS  from 
sharing  in  the  syndication  proceeds  of 
the  programs  they  broadcast.  A  1980 
ten-year  consent  decree  with  the  U.S. 
Justice  Department  further  restricted 
network  power  by  severely  limiting 
the  amount  of  programming  the  net- 
works could  actually  own  and  pro- 
duce, let  alone  syndicate. 
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Those  federal  rules  were  intended 
to  prevent  the  then  powerful  net- 
works from  gaining  virtual  monopoly 
control  over  the  entertainment  their 
stations  carried.  The  reasoning  ech- 
oed a  1949  U.S.  Supreme  Court  ruling 
that  barred  Hollywood  studios  from 
owning  the  theater  chains  that 
showed  their  films. 

However  real  the  threat  may  have 
been  a  couple  of  decades  ago,  since 
then  the  economics  of  the  television 
industry  have  changed  radically,  and 
the  networks  have  lost  a  great  deal  of 
their  financial  clout.  Their  share  of 
the  total  television  viewing  audience 
has  dropped  from  90%  m  1977  to  68% 
currently,  as  viewers  have  switched 
increasingly  to  cable  tv,  videocas- 
settes  and  independent  broadcast  sta- 
tions, which  themselves  have  more 
than  tripled  in  number  in  the  last  ten 
years.  In  the  process,  independent 
syndicators  such  as  Viacom  (Forbes, 
Oct.  31]  and  the  syndication  depart- 
ments of  the  Hollywood  studios  have 
rapidly  grown  into  a  $3-billion-a-year 
business. 

Of  the  three  networks,  NBC  has 
been  hit  the  hardest,  largely  because  it 
has  been  so  successful  recently  in  de- 
veloping popular  shows.  The  hit  game 
show  Wheel  of  Fortune  is  doing  far  bet- 
ter in  syndication  in  the  evening  than 
in  its  morning  network  time  slot.  In 
addition,  NBC  currently  airs  five  of 
eight  network  series,  earlier  episodes 
of  which  have  entered  syndication  to 
rival  stations  and  cable  systems  just 
within  the  last  two  years  (see  table, 
pretiotis  page) 

The  syndicators  who  package  and 
market  these  deals  have  clearly 
emerged  as  tv's  new  power  brokers. 
"Only  15  years  ago  a  syndicator  was  a 
shabbily  dressed  guy  who  dropped  off 
a  typed  list  of  available  programs," 
recalls  Steven  Bell,  the  general  man- 
ager of  station  KTLA  in  Los  Angeles. 
"Today  they're  slick,  well  researched, 
and  they  bombard  you  with  hype  and 
excitement." 

Behind  the  power  of  the  syndicators 
are  some  compelling  economics.  Back 
in  the  early  1970s,  network  hits  rarely 
went  into  syndication  before  their 
network  runs  had  ended.  Some,  like 
Botuinza,  ran  as  long  as  ten  years  in 
network  prime  time  before  being  re- 
cycled to  independent  stations  as  syn- 
dicated reruns. 

But  the  cost  of  producing  prime- 
time  programming  has  doubled  since 
1980  to  over  $1  million  per  hour.  Of 
this  only  about  75%  is  covered  by 
network  licensing  fees.  This  has 
forced  the  producers  of  the  shows  to 
offer  them  into  syndication  earlier  and 
cjrlier  to  recoup  their  out-of-po-i,et 


costs.  These  days  shows  begin  airing  in 
syndication  within  four  years  of  start- 
ing in  prime  time,  and  sometimes  the 
syndic  deals  are  cut  a  lot  sooner  than 
that.  The  ABC  hit  Growing  Pains  was 
sold  into  syndication  by  Wamer  Broth- 
ers after  its  first  season  on  the  air — 
something  that  would  have  been  un- 
thinkable in  the  old  days. 

Today's  syndic  deals  may  help  to  bail 
out  the  producers,  but  they  leave  the 
networks  facing  competition  that  they 
financed  and  promoted  themselves. 

So  the  networks  want  the  studios, 
independent  producers  and  program 
syndicators  to  let  them  in  on  a  share 
of  the  revenues  from  syndication. 
That  is  what  the  talks  now  under  way 
are  all  about,  and  the  networks  may  in 
fact  get  what  they  want.  Why?  For  one 


thing,  the  FCC,  under  its  activi 
chairman,  Dennis  Patrick,  has  mac 
it  clear  that  if  both  sides  compromi; 
on  the  syndication  question,  the  cor 
mission  will  rewrite  its  rules  accor 
ingly.  Moreover,  in  1990  the  ten-ye. 
consent  decree  with  the  Justice  D 
partment  will  expire,  giving  the  ne 
works  the  right  to  produce  and  ow 
all  their  prime  time. 

The  studios  know  well  enough  th. 
right  now  the  networks  lack  both  tl 
resources  and  expertise  to  produc 
large  volumes  of  their  own  progran 
ming.  But  the  last  thing  HoUywoc 
wants  is  for  the  networks  to  start  tr 
ing  to  compete  anyway.  The  best  wa 
to  forestall  that  possibility,  it  woul 
seem,  is  for  the  syndicators  to  invit 
the  networks  back  to  the  party.  ■ 


For  most  people  those  tiny  black  fish  egg. 
are  a  symbol  of  wealth  and  ostentation 
For  the  Petrossian  family  caviar  is  th 
backbone  of  a  $50  million  business. 


King  caviar 


By  Phjilis  Berman 
with  Dana  Wechsler 


ALONG  WITH  CHAMPAGNE,  Caviar 
is  one  of  the  great  symbols  of 
I  luxury  and  ostentation.  No 
wonder:  At  around  $17  to  $38  an 
ounce  at  retail,  Caspian  Sea  stur- 
geon's eggs  are  perhaps  the  most  ex- 
pensive food  you  can  buy.  Strange: 
The  sturgeon  itself  is  a  hideously  ugly 
fish  and  a  scavenger  to  boot.  But  be- 
cause caviar  is  coveted,  it  is  the  stuff 
of  high  politics  and  lowly  intrigue. 

Late  in  1987,  the  U.S.  banned  all 
imports  from  Iran,  including  caviar, 
and  both  this  year  and  last  the  Rus- 
sian catch  of  sturgeon  from  the  Caspi- 
an Sea  has  been  disappointing.  There 
simply  hasn't  been  enough  caviar 
available.  The  result  has  been  a  mad 
scramble  among  dealers. 

For  all  its  fame  and  glitter,  caviar 
isn't  big  money:  Americans  ate  just 
103,000  pounds  of  top-of-the-line  im- 


ported caviar  worth  around  $20  mil 
lion  last  year.  They  ate  another  2  mil 
lion  or  so  pounds  of  $2-and-up-pei 
ounce  imported  and  domestic  fisl 
eggs  worth  an  estimated  $30  million 

What  with  the  Iranian  embargo  am 
poor  fishing  in  the  Caspian  Sea,  th 
most  prized  caviar,  beluga,  becam 
almost  unobtainable  last  year,  am 
prices  of  the  somewhat  cheaper  osetr, 
and  sevruga  caviar  rose  by  nearl' 
30%.  To  get  the  stuff,  importers  begai 
breaking  the  law.  One  was  caugh 
smuggling  in  3,400  pounds — worth  $ 
million — of  Iranian  roe  disguised  a 
legal  Soviet  product.  The  confiscatec 
caviar  is  being  kept  on  ice  as  evidence 
It  will  spoil,  of  course,  long  before  th( 
case  is  settled,  and  will  never  read 
the  market. 

Even  under  ideal  conditions,  cavia: 
would  be  rare.  The  female  beluga 
who  produces  the  highest-priced  eggs 
doesn't  breed  until  she  gets  to  be  2( 
years  old.  While  waiting  to  come  o 
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Sevruga  and  osetra,  sturgeons  from  the  Ca^ian  Sea 

A  mad  scramble  for  the  rare  eggs  of  these  lowly  fish. 


breeding  age,  she  lies  along  the  bot- 
tom of  the  Caspian  Sea  sucking  up 
plants,  larvae,  even  small  lobsters. 
She  grows  to  be  as  long  as  30  feet  and 
as  heavy  as  3,000  pounds. 

For  decades  the  Iranians,  who  bor- 
der the  Caspian  Sea  on  the  south, 
were  content  to  let  the  Russians  con- 
trol the  fishing,  the  processing  and  the 
trading  of  the  entire  Caspian  Sea 
catch.  But  in  1952  Iranian  Prime  Min- 
ister Mohammed  Mossadegh  refused 
to  renew  the  30-year  agreement  gov- 
erning caviar  rights  in  the  Caspian. 
Iran,  he  decided,  would  start  its  own 
industry.  After  the  shah  was  reinstat- 
ed in  1953,  Americans  helped  set  up 
the  fledgling  industry.  In  return, 
American  buyers  got  better  prices  and 
selection  from  the  Iranians  than  they 
had  been  getting  from  the  Russians. 

In  just  three  years,  between  1958 
and  1961,  the  American  market  went 
from  90%  Russian  to  95%  Iranian 
caviar.  Iranian  caviar  continued  to 
dominate  here  until  the  fall  of  the 
shah  in  1979.  Then,  with  Iranian  sup- 
ply uncertain  and  the  fundamentalist 
government  in  Teheran  unenthusias- 
tic  about  a  product  that  ran  counter  to 
Moslem  law,  the  Russians  regained  a 
foothold  in  the  U.S. 

.  One  Armenian  family,  the  Petros- 
sians,  is  the  best-known  purveyor  of 
caviar  in  the  U.S.  today.  The  family 
fled  Russia  after  the  revolution  and 
set  up  a  caviar  business  in  Paris  in  the 
1920s.  They  entered  the  U.S.  market 
in  1980,  and  now  have  a  worldwide 
business  in  caviar,  foie  gras  and 
smoked  salmon,  with  annual  reve- 
nues of  $50  million. 

The  Petrossians  boast  about  their 
exclusive  right  to  import  Russian  cav- 
iar directly  into  the  U.S.  Christian 
Petrossian  likes  to  say  that  Iranian 
caviar  doesn't  hold  a  candle  to  Rus- 
sian: "You  can't  be  sure  of  what 
you're  getting  if  you  buy  Iranian."  By 


and  large  the  media  have  been  taken 
in.  In  fact,  the  Russian  exclusivity  is 
myth.  Wholesalers,  like  Hansen  Cavi- 
ar Co.,  both  by  buying  direct  and 
through  European  sources,  supply 
Russian  caviar  to  retailers  every- 
where, from  Phil's  in  Beverly  Hills  to 
Russ  &.  Daughters  on  New  York's 
Lower  East  Side. 
But  the  Petrossians  are  great  pro- 


moters. In  1984  the  family  opened  a 
posh  Manhattan  restaurant  decorated 
in  art  deco  style.  It  also  persuaded 
Bloomingdale's  to  open  caviar  bou- 
tiques and  tasting  bars  in  New  York, 
Chicago  and  Boca  Raton.  The  Man- 
hattan restaurant  is  jammed  on  week- 
ends with  out-of-towners  who  have 
bought  the  Petrossians'  pitch. 

Petrossian,  like  every  other  suppli- 
er, knows  the  political  winds  may  be 
shifting  again.  If  the  Iranian  embargo 
is  lifted  by  the  next  Administration  in 
time  for  the  spring  sturgeon  catch, 
Iranian  caviar  could  come  flowing 
back  into  the  U.S.  The  only  question 
is  whether  Mother  Nature  will  coop- 
erate, too.  Suppliers  have  their  fingers 
crossed  that  the  Caspian  Sea  sturgeon 
catch  will  be  far  greater  than  the  last 
two  disappointing  years. 

If  that  happens,  prices  will  come 
down.  Which  could  make  the  Petros- 
sians sad  and  other  importers  happy 
as  could  be.  They  would  have  much 
more  top-end  caviar  to  sell,  and  with 
somewhat  lower  prices  they  could 
broaden  the  market.  Caviar,  though  it 
will  never  be  cheap,  may  become  as 
common  as,  well,  champagne.  ■ 


Britain's  gambling  king,  Cyril  Stein,  looks 
to  have  made  a  billion  for  his  company  off 
somebody  else's  restructuring. 

Second  time 
around 


By  Howard  Rudnitsky 


I 


THOUGHT  IT  WAS  all  ovcr,"  laughs 
Cyril  Stein,  Britain's  biggest  book- 
maker. "How  often  do  you  get  a 
chance  to  acquire  the  most  recogniz- 
able name  in  hoteling  in  the  world?" 
Stein  is  the  chairman  of  Ladbroke 
Group  Pic,  the  British  race  betting 
chain  that  will  earn  some  $75  million 
in  pretax  racing  profits  alone  this 
year.  Over  the  years  Stein  had  chan- 
neled Ladbroke  profits  into  home  im- 
provement stores,  real  estate  and  a 
growing  chain  of  very  profitable,  mod- 


erately priced  hotels  throughout  the 
U.K.  Then  came  his  big  chance  to 
become  an  international  hotel  mag- 
nate: In  late  1986  Transworld  Corp. 
put  its  Hilton  International  chain  of 
luxury  hotels  up  for  sale.  He  almost 
got  it,  but  not  quite.  Says  Stein,  "We 
bid  as  much  as  Allegis  [the  successful 
bidder],  but  then  the  value  of  the 
pound  fell  against  the  dollar."  The 
luck  of  the  draw. 

But  Stein  got  a  second  chance.  Alle- 
gis was  forced  by  raiders  to  restruc- 
ture and  was  eager  to  sell  its  nonair- 
line  operations.  Hilton  International 
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Lacilnuke  Groups  Cyril  Stem 

Opportunity  knocked  twice,  and  the  price  was  right 


came  back  on  the  market.  This  time 
Stein  was  determined  not  to  be  drawn 
into  a  protracted  bidding  contest.  He 
bid  $1.07  billion  (Allegis  had  paid 
$980  million).  He  knew  that  two  or 
three  large,  state-owned  international 
airlines  were  bidding  for  Hilton.  But 
Stein  also  knew  they  would  have  to 
clear  their  bids  with  their  government 
owners,  a  lengthy  process.  So  he  set  a 
three-week  deadline.  If  Allegis,  which 
was  under  a  takeover  threat,  wouldn't 
accept  his  price  by  then.  Stein  would 
cancel  his  bid.  Allegis  accepted,  and 
Stein  got  some  35,000  rooms  in  91 
hotels  in  44  countries. 

Among  the  properties  are  a  half- 
dozen  hotels  in  the  U.S.  that  go  under 
the  Vista  International  name  and  Chi- 
cago's venerable  Drake.  Stein  says  he 
borrowed  a  little  over  60%  of  the  pur- 
chase price. 

"I  don't  believe  in  borrowing  95% 
on  hotel  real  estate,  like  some  of  your 
American  entrepreneurs  do,"  he  says. 
"I'm  conservative.  I  don't  like  to  gam- 
ble shareholders'  money.  We  make 
money  from  others'  gambling." 

When  Stein  bought  Hilton  Interna- 
tional, its  pretax  profits  were  $65  mil- 
lion. Stein's  hotel  executives  immedi- 
ately began  firing  some  managers,  and 
moving  others  out  of  expensive  New 
York  space  and  into  cheaper  -aarters 
in  Watford,  outside  of  London,  that 


alone  saved  $3  million.  They  are  also 
renegotiating  hotel  management  con- 
tracts— most  of  them  favorable  to  the 
company.  Hilton  International  also 
expects  to  add  5,800  rooms  by  the  end 
of  1989.  Ladbroke's  U.K.  hotels  have 
been  regrouped  under  the  Hilton  Na- 
tional name. 

This  year  pretax  earnings  from  the 
Hilton  International  operations — ex- 
cluding hotels  Ladbrokc  owned  before 
the  acquisition — are  expected  to 
climb  past  $100  million.  Stein  claims 
he  can  double  that  number  by  1990. 

When  Stein  acquired  Hilton  Inter- 
national, he  also  became  half-owner 
of  Hilton  Hotels'  sophisticated  world- 
wide reservation  system  (the  other 
half  is  owned  by  Hilton  Hotels 
Corp. — no  relation — of  the  U.S.).  Now 
Stein  intends  to  use  the  worldwide 
reservation  system  as  part  of  a  cam- 
paign to  woo  travelers  from  around 
the  world.  Hilton  International  had 
primarily  attracted  American  travel- 
ers because  of  its  U.S.  airline  owner- 
ship. "We  will  only  really  take  advan- 
tage of  that  system  next  year,  which 
should  help  us  raise  our  occupancy 
rates,"  Stein  says. 

Cyril  Stein  has  come  a  long  way.  In 
1957,  not  yet  30,  he  led  an  investor 
group  that  included  his  uncle  (a  pro- 
fessional bookmaker  turned  investor) 
in  the  purchase  of  Ladbroke,  which 


offered  credit  betting  to  the  English 
upper  class.  The  Stein  group  paid 
£100,000  (about  $280,000  then),  and 
eight  months  later  sold  off  a  piece  of 
real  estate  for  £200,000.  A  few  years 
later,  in  1960,  Her  Majesty's  govern- 
ment legalized  off-track  cash  betting, 
and  Stein  was  off  and  running.  He 
subsequently  moved  Ladbroke  into 
London's  booming  casino  business, 
but  in  1979  the  British  gaming  board 
revoked  the  company's  casino  license 
because  the  firm  had  violated  strict 
government  credit  rules.  Never  mind. 
Ladbroke  still  had  a  profitable  hotel 
and  real  estate  business  and,  of 
course,  off-track  race  betting.  By  the 
mid-1980s  revenues  at  the  betting 
parlors,  which  now  number  1,800  in 
the  U.K.  and  Ireland,  were  reviving 
because  of  the  improving  British 
economy  and  the  introduction  of  tele- 
vised racing  in  betting  shops. 

But  the  Hilton  International  deal 
may  prove  to  be  his  biggest  coup  yet. 
Seibu  Saison  Group,  controlled  by 
Japanese  billionaire  Seiji  Tsutsumi,  is* 
paying  nearly  $2.3  billion  for  Inter- 
Continental  Hotels,  which  earned 
$63  million  pretax  last  year.  By  that 
standard,  Hilton  International  would 
be  worth  over  $3  billion.  Okay,  cut 
that  by  a  billion.  You  could  still  say 
that  Stein  almost  doubled  his  money 
on  that  bet  in  a  little  over  a  year.  ■ 


ifi 
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The  I  vay  Vanden  nas  is  the  most 
exclusive  and  luxuriously  equipped 
Jaguar  sedan.  Its  sumptuous  interior 
recalls  a  time  when  Vanden  Plas  was  a 
builder  of  elegant  custom  carriages. 

Hand-finished  and  meticulously 
inlaid  walnut  veneers  lend  lustrous 
warmth  throughout  the  cabin.  The  rich 
feel  and  fragrance  of  supple  leather 
abound.  The  front  seats  incorporate 
temperature-controlled  heating 
elements. 

For  the  rear  seat  passengers,  burl 
walnut  fold-down  picnic  tables  and 
high-intensity  reading  lamps  have 
been  provided.  Individual  headrests 
on  the  rear  seats  offer  added  comfort 
and  safety.  An  extended  console 

The  1989 

Jaguar  Vanden  Plas 
reflects  an  elegance 
that  is  as  much  a 
part  of  English  life 
as  afternoon  tea. 


orings  air  conditioning  and  neating 
vents  within  easy  reach  of  rear  seat 
passengers.  A  car  of  uncompromising 
luxury,  the  Vanden  Plas  is  even  fur- 
nished with  fleecelike  throw  rugs  in  the 
passenger  footwells. 

To  experience  the  elegance  that  is 
Vanden  Plas,  and  for  information  on 
Jaguar's  comprehensive  three-year/ 
36,000-mile  warranty,  see  your 
Jaguar  dealer.  He  can  provide  details 
on  this  limited  warranty,  applicable  in 
the  USA  and  Canada,  and  on  Jaguar's 
Service-On-Site^'^  Roadside  Assistance 
Plan.  For  your  nearest  dealer,  call  toll- 
free:  1-800-4- JAGUAR. 
Jaguar  Cars  Inc.,  Leonia,  NJ  07605. 

ENJOY  TOMORROW  BUCKLE  UP  TODAY 
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NOIMNGBUT 


Arkwright  has  one  purpose.  To  help  its  customers  throughout  the  world  minimize  their 
long-term  cost  of  risk.  To  do  this,  we  provide  a  wide  range  of  risk  management  services, 
which  we  apply  in  a  disciplined  and  straightforward  way.  First,  working  with  our  custom- 
ers to  identify,  evaluate  and  reduce  risk  through  engineering.  Then,  tailoring  a  program 
to  protect  exposures  that  cannot  be  eliminated.  With  all  that's  at  stake,  everyone  at 
Arkwright  must  be  accountable  to  the  customer.  Always.  At  Arkwright,  we  try  to  avoid 
surprises.  In  fact,  we're  dedicated  to  preventing  them. 
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ARKWRIGHT 


With  no  checking,  no  automated  teller 
machines  and  no  adjustable  rate  mort- 
gages, Bob  and  Jeff  Parker  run  the  nations 
most  profitable  big  S&L  And  in  Texas,  yet. 


No  frills 


By  William  P.  Barrett 


EVERY  MONTH,  IT  SEEMS,  regula- 
tors pull  the  plug  on  more 
brain-dead  Texas  savings  and 
loans.  Statewide,  thrift  losses  for  the 
year's  first  half  totaled  a  heart-thump- 
ing $6.6  billion. 

Quietly  thriving  amid  this  chaos, 
however,  are  a  pair  of  shy,  balding 
Houston  brothers:  Robert  and 
Jeffry  Parker.  They  own  and 
operate  Guardian  Savings  & 
Loan  Association,  which  has 
assets  of  $3.6  billion  and  first- 
half  earnings  of  $27  million  on 
$170  million  in  income. 

Actually,  thriving  is  a  con- 
siderable understatement. 
Guardian  can  now  claim  to  be 
the  most  profitable  large  S&.L 
in  the  country.  Annualized  re- 
turn on  average  equity  is  a 
stunning  29.3%,  number  one 
among  the  nation's  100  largest 
thrifts,  based  on  the  latest  data 
from  Sheshunoff  Information 
Services  Inc.  The  average  for 
the  other  99,  which  includes 
some  real  dogs:  less  than  4%. 

More  than  that.  Guardian 
ranks  a  close  second  in  return 
on  assets  1 1 .53% )  behind  num- 
ber one,  Citicorp  Savings  of  II- 
Unois  with  1.66%. 

How  do  the  Parkers  pull  this 
off?  Clear  thinking,  conservative 
management  and  a  lean,  uncompli- 
cated operation.  "Hedge  the  interest- 
rate  expense  and  run  a  low-cost  opera- 
tion," says  Bob,  44,  Guardian's  presi- 
dent and  95%  owner.  'We're  the 
ultimate  KISS  company:  Keep  it  sim- 
ple, stupid."  Echoes  Executive  Vice 
President  Jeff,  18  months  younger  and 
a  4.7%  owner  of  Guardian,  "What  we 
do  isn't  fancy." 


Not  fancy,  but  effective.  To  attract 
deposits,  Guardian  offers  competitive 
interest  rates.  With  these  funds. 
Guardian  buys  Ginnie  Maes,  the  resi- 
dential mortgage  pools  guaranteed  by 
the  U.S.  government.  Ginnie  Maes 
compose  about  84%  of  Guardian's  as- 
sets, the  highest  percent  of  any  thrift 
anywhere.  Guardian  shuns  collateral- 
ized mortgage  obligations  and  other 


Rulnrt  I'cirLxr  ( \ch)  mui his youfi^cr  hroihef  feffh' 
"We  are  intensely  cost-conscionts." 


riskier  forms  of  mortgage  securities 
that  have  helped  some  S&Ls  swell  but 
also  shake.  No  investment  is  riskless, 
of  course,  but  Ginnie  Maes  rank 
among  the  safest. 

To  further  reduce  their  risk  and 
lock  into  a  favorable  interest  spread, 
the  Parkers  hedge,  buying  interest 
rate  caps  and  floors  that  protect 
against  adverse  rate  movements.  Here 
again,  they  eschew  the  cheaper  but 


more  esoteric  varieties  of  hedg  g 
such  as  floating  residuals. 

Guardian-style  hedging  gets  prey 
expensive,  costing  about  1%  of  p)- 
tected  assets.  For  most  S&Ls  that  cu 
would  be  prohibitive.  But  it  works  .t 
Guardian  because  the  Parkers  h;e 
carefully  kept  overhead  expense  tia 
minuscule  0.6%  of  assets.  That's  1 5 
than  two-fifths  the  big-thrift  avera :, 
and  a  level  beaten  by  just  one  ncjj 
start-up  S&L  large  or  small.  Sears  S| 
ings  Bank  of  Glendale,  Calif. 

So  how  do  the  Parkers  keep  costs| 
low?  In  every  way  possible,  it  seer 
Highly  centralized,  highly  computl 
ized  Guardian  has  just  210  workers  [ 
the  payroll,    and   that   includes   tj 
Parker    brothers.    Most    of    the 
branches   across   Texas  have  buti 
workers — both  tellers.  Branches 
closed  nights  and  weekends.  No  au^ 
mated  teller  machines,  either.  Expe 
sive-to-operate  ATMs,  says  Bob,  doJ 
really  appeal  to  Guardian's  niche  cv 
tomers,  the  "Mom  and  Pop  savers. 'I 
Checking  accounts?  Forget  it.  "V! 
used  to  have  them,"  Jeff  says.  "ThH 
were  1%  of  the  deposits  but  80%  f' 
the  transactions  we  processed."  Tr£- 
eler's    checks    and    credit    card    a- 
vances?  No  way.  "Frills,"  ]<{ 
snorts.    "The    record-keepi : 
costs    are    very    expensive 
How  about  Individual  Retn 
ment  Accounts?  "It  cost  a 
to  train  our  personnel  becai 
the    tax    laws    were    alwal 
changing,"  Bob  declares.  "N| 
for  us." 

In  fact,  the  only  accoi 
Guardian  offers  are  mon4 
market  and  certificate  of 
posit.  "We  figure  these  serU 
90%  of  customer  needs,"  Jt* 
says.  Depositors  have  to  a 
pear  in  person  to  start  ther 
too.  "That  gives  us  a  local  co 
deposit  base,  stable  fundii 
and  liquidity,"  free  of  larg 
quick-to-flee  brokered  depo 
Its,  Bob  explains. 

What  about  advertising  ar 
other  marketing?  Guardis 
considers  radio  and  televisic 
time  too  costly.  It  relies  c 

free  word  of  mouth,  inexpei 

sive  signs  on  the  branches — "We  u; 
the  largest  allowed  by  law,"  Be 
says — and  modest  daily  newspapt 
ads  listing  the  high  rates  and  extollir 
the  thrift's  relative  safety. 

"We  are  intensely  cost-conscious. 
Bob  deadpans.  For  sure.  No  art  adorr 
the  headquarters  walls.  Few  plant 
brighten  the  surroundings.  Bob  bin 
self  reviews  Federal  Express  an 
phone  bills. 
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GUSES 
NOTHHIGBUT 


Arkwright  has  one  purpose.  To  help  its  customers  throughout  the  world  minimize  their  long- 
term  cost  of  risk.  To  do  this,  we  provide  a  wide  range  of  risk  management  services,  which 
we  apply  in  a  disciplined  and  straightforward  way.  First,  working  with  our  customers  to 
identify,  evaluate  and  reduce  risk  through  engineering.  Then,  tailoring  a  program  to  pro- 
tect exposures  that  cannot  be  eliminated.  This  job  requires  a  sustained  effort  on  every- 
one's part,  there's  no  room  for  excuses.  Just  performance.  We're  not  saying  we're  perfect. 
Only  that  at  Arkwright,  you'll  find  a  bias  for  action  you  may  not  have  encountered  before. 


ARKWRIGHT 


BPAmerica.TD  mate 
all  the  parts  run  smooi 
tates  more  than  a 

I      J  J  I  I         BPAmericaisthedramaticsynthesisof  two  very  complementary 

liTjl/;^     /^"l  I         companies. 

I  I  t  J^  JVv    \   /I  I  ^  BR  the  original  developer  of  oil  in  the  Middle  East  and  the 

^■'^     ^-^^  North  Sea,  is  known  as  a  great  explorer  and  producer. 

Standard  Oil,  the  original  Standard  Oil  Company  founded  118  years  ago  by  John  D,  Rockefeller,] 
recognized  as  an  outstanding  refiner  and  marketer. 

Ibgether,  these  skills  provide  the  best  of  both  worlds  in  the  volatile  business  of  oil. 

But  this  balance  of  oil  expertise  is  not  the  only  benefit.  A  focused  diversity  of  other  businesses 
helps  to  balance  BP  America's  total  corporate  portfolio. 

Today,  BP  America,  located  in  Cleveland,  Ohio,  is  a  major  partner  in  a  global  enterprise.  Its  futu:| 
will  be  shaped  by  the  combined  strengths  of  two  great  companies. 

It  is  the  best  of  both  worlds. 


Every  day,  BPAmerica  pumps 
more  than  850,000  barrels  of 
crude  oil  and  natural  gas 
liquids.  Our  net  proven  reserves 
now  total  more  than  3  billion 
barrels.  And  the  search 
continues  for  new  oil  in  Alaska, 
California,  and  the  Gulf 
of  Mexico 


Our  Old  Ben  Coal  subsidiary  supplies  electric  utilities  and 
other  major  customers  with  a  dependable  source  of  energy. 
New  state-of-the-art  mining  equipment  is  lowering 
our  costs. 


Acrylonitrile,  acetic  acid,  and  ammonia  are  basic  chemicals 
used  by  industries  as  diverse  as  textiles,  plastics,  paints, 
and  agriculture  BPAmerica  is  a  major  producer  and  marketer 
of  these  and  other  chemicals 


BP  Minerals  America  is  modernizing  the  huge  Binghar 
Canyon  mine  in  Utah  to  make  it  become  one  of  the  wo 
lowest-cost  producers  In  Canada,  our  QIT  subsidiary 
the  world's  leading  producer  of  titanium  dioxide  slag 
the  pigment  industry.  We  also  have 
major  gold  and  silver  interests. 


I 


BPAmerica  owns  50%  of  the  800mile  TransAlaska  pipeline.  Within  the  Lower  48  States,  we  use  a  network  of  more  than  11,400  miles  of  pipeline,  owning  direct| 
more  than  2,300  miles  We  also  operate  a  large  fleet  of  US  -flag  tankers,  bringing  oil  from  Alaska  to  ports  on  the  West  Coast  and  the  Gulf  of  Mexico. 


I  erica  is  the  nation's  largest  supplier  of  bunker  fuels  to  the  marine  industry.  We  have  terminals  in  most  major 
5  aports.  We  also  supply  more  than  100  domestic  and  international  airports  in  the  U.S.,  retainmg  an  8% 

II  t  share. 


BP  America  sells  gasoline  and  diesel  fuel, 
lubricants,  natural  gas,  and  many  other 
petroleum  products.  Prime  brand  names 
are  Sohio,'  Boron.*  BP,'^  and  -  in  eight 
southeastern  states  -  Gulf.*  Retail  prod- 
ucts are  marketed  at  7,550  retail  outlets. 


(lerica's  refineries  are  exceptionally 
\  ctive  and  last  year  operated  at  93% 
:  ity  compared  with  an  industry 
:?eof84%. 


Our  lightweight  composites,  and  other  advanced  material 
technology,  are  finding  a  ready  market  in  aerospace,  automotive, 
and  marine  industries.  And  we  are  an  innovator  in  high- 
temperature  structural  and  electronic  ceramics. 


BP  AMERICA 

THE  BEST  OF  BOTH  WORLDS 


In  an  industry  chock-full  of  flam- 
boyant characters,  the  low-key  Parker 
brothers,  sons  of  a  CPA,  are,  well, 
quaint,  maybe  even  stodgy.  "You 
have  to  have  a  non-ego  type  of  person- 
ality to  run  a  business  like  ours,"  says 
Bob.  Indeed,  Guardian's  six-story 
headquarters  building  on  Houston's 
west  side  doesn't  even  sport  a  sign 
identifying  its  occupant.  "Why?"  Jeff 
shrugs.  "This  isn't  a  branch." 

Bob,  a  veteran  fixed-income  money 
manager  who  learned  the  ropes  work- 
ing for  investment  whiz  Fayez  Saro- 
fim,  oversees  assets.  Jeff,  an  efficiency 
expert  who  previously  solved  assem- 
bly line  problems  at  clothing  factories 
and  iron  works,  runs  operations. 
Their  skills  obviously  complement 
each  other.  Says  Bob,  "Typically,  the 
people  running  the  asset  side  and  the 
liability  side  don't  talk  much.  We're 
brothers,  so  we  do." 

The  Parkers  took  control  of  Guard- 
ian in  1983  by  paying  $18  million  and 
merging  three  small  institutions.  To- 
tal assets  then  were  about  $300  mil- 
lion. A  key  early  decision  was  to  in- 


vest deposits  in  Ginnie  Maes  instead 
of  making  residential  mortgages  in 
Texas.  "Ginnie  Maes  were  cheaper  at 
the  time,"  says  Bob.  "It  didn't  make 
sense  to  originate  local  home  loans." 
The  move  also  kept  them  out  of 
harm's  way  when  the  Texas  real  es- 
tate market  tanked. 

Instead,  the  innovative  Parkers 
found  out-of-state  sites — places  like 
Indianapolis,  Cincinnati,  Miami  and 
the  Washington  suburbs — for  apart- 
ment complexes.  They  lined  up  devel- 
opers and  lent  them  money,  avoiding 
an  equity  interest  that  might  sour, 
then  acquired  options  on  the  finished 
properties  that  they  are  now  selling 
for  nifty  profits. 

With  the  Houston  economy  bot- 
toming out.  Guardian  is  starting  to 
issue  local  mortgages — but  here 
again,  in  its  own  way.  No  adjustable 
rate  mortgages,  only  fixed  rate  and 
then  only  for  its  own  portfolio — 
meaning,  of  course,  they  will  be 
promptly  hedged.  What's  the  matter 
with  adjustables,  which  other  institu- 
tions consider  a  hedge?  "When  rates 


go  up,  so  do  the  foreclosures," 
Jeff.  "Besides,  ARMs  are  very  cor 
cated  and  customers  are  always 
ing  with  questions.  Someone  has  t| 
paid  to  take  those  calls." 

Seeing  little  dramatic  growth  I 
for  them  in  Texas,  the  Parkers  I 
crossing  state  lines.  Earlier  this  I 
they  paid  an  estimated  $4  milliorl 
Truman  S&.L,  a  $25  million  (assl 
thrift  in  North  Miami  Beach,  Fll 
the  first  out-of-state  acquisition  i| 
made  by  a  Texas  bank  or  thrift. 
Parkers  also  recently  agreed  to  J 
chase  $42  million  (assets)  CalifoJ 
Professional  Savings  in  Beverly  HJ 
Both  thrifts,  which  were  losing 
ey,  will  serve  as  franchises  for 
the  Parkers  hope  will  become  sti 
wide  networks  in  lucrative  markel 

So  far,  the  Parkers  have  builtl 
institution  probably  worth  more  t| 
$200  million,  even  with  the  sag 
prices  in  the  depressed  S&.L  game, 
makes  Bob,  with  his  95%  stake 
Guardian,  a  strong  candidate  to  ll 
someday  on  the  Forbes  Four  Hund]| 
We  should  all  be  so  stodgy.  ■ 


Can  Tokyo  become  the  worlds  fiiuincial 
capital?  Not  unless  it  can  cure  its  land 
price  madness,  and  no  cures  are  in  sight. 


Land  poor 


By  Richard  Phakm 


WILL  Tokyo  supplant  New 
York  as  the  financial  capital 
of  the  world?  The  world  al- 
ready talks  of  f  mancial  Japan  m  super- 
latives. Japan  has  the  world's  most 
valuable  stock  market.  It  is  the  big- 
gest creditor  nation.  It  runs  the  largest 
trade  surpluses.  As  New  York  came  to 
rival  London,  so  Tokyo  appears  des- 
tined to  rival  New  York. 

But  a  funny  thing  seems  to  be  hap- 
pening to  Tokyo's  bid  to  outstrip  New 
York  and  London  as  the  global  finan- 
cial capital.  The  heavy  yen,  the  ex- 
cesses of  a  runaway  land  boom,  and 
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intractable  structural  peculiarities  are 
literally  pricing  the  megalopolis  out 
of  the  market.  As  Shigeo  Obara,  man- 
ager of  the  Mitsubishi  Research  Insti- 
tute's development  policy  think  tank, 
puts  It:  "We  are  at  the  limits  of 
growth." 

At  the  core  of  the  problem  is  To- 
kyo's land  boom.  The  speculative  ex- 
cesses of  this  boom,  which  has  turned 
home-owning  salarymen  into  multi- 
millionaires on  paper,  are  well  known 
(see  "Japan's  new  billionaires," 
Forbes,  July  27,  1987).  What  is  only 
now  being  recognized  is  the  extent  to 
which  this  financial  virus  has  infect- 
ed the  economics  of  living  and  doing 


business  in  Tokyo,  and  totally  dist 
ed  them.  Nor  is  any  cure  in  sight. 

The  boom  was  catalyzed  by 
huge  amounts  of  opportunistic  c 
sloshing  around  in  Japan's  trade  s] 
plus.  By  its  peak  last  year,  commer 
and  residential  land  prices  had  h\ 
pushed  up  about  60%,  to  nosebl 
levels. 

The  government  put  on  the  brai| 
in  the  form  of  punitive  capital  g, 
taxes  and  "administrative  guidelt 
restrictions  on  short-term  land  tra 
The  rate  of  increase  has  plunged,  le 
ing  speculators  who  overstayed  t 
hands  with  heavy  paper  losses  (\ 
box,  p.  62).  But  even  after  the  plu 
Mitsubishi's  Shigeo  Obara  estima 
that  prices  are  still  five  to  six  ye 
ahead  of  where  "normal  inflati 
would  have  deposited  them.  Thus, 
example,  the  most  expensive  land 
the  Ginza  (under  the  swank  Meidi 
food  chain  building)  is  currently 
ued  at  33.6  million  yen  ($258,00 
square  meter. 

Only  speculative  fever  keeps  pri 
at  these  levels.  Building  on  I 
bought  at  anything  like  current  pri 
is  utterly  unfeasible.  "The  build 
would  be  so  expensive,  it  would 
nearly  impossible  to  pay  for  it  in  t 
normal  course  of  business,"  says  H 
oshi  Takeuchi,  a  senior  managing  i 
rector  of  the  Long-Term  Credit  Baj 
of  Japan.  In  more  concrete  terms, 
adds  with  a  grin,  a  soba  noodle  sh 
would  have  to  price  soba  at  1,500  y 
($12)  per  bowl  just  to  break  even.  S 
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Elegance.  Luxury  Front-wheel  drive  Electronic  fuel-injected  V-6.  Anti-I 


INTRODUCING  ULTRADRIVE.  A  CHRYSLER  EXCLUSIVE. 

THE  MOST  ADVANCED  FOUR-SPEED  AUTOMATIC  TRANSMISSION. 

After  years  of  development,  Chrysler  introduces  Ultrodrive.  The  first  and  only  fully  adaptive  electroni( 
4-speed  automatic  transmission.  It  constantly  senses  and  adjusts  for  changes  in  your  speed  or  drivir' 
situation.  You  could  say,  "it  thinks  for  itself"  as  it  delivers  an  amazingly  smooth,  quiet,  responsive  ride 
Other  features  include^:  Four-wheel  disc  anti-lock  broke  availability  Self-leveling  rear  suspension.^^  Vet- 
Theft  Security  System.  Power  eight-way  driver's  seat  with  memory  An  abundance  of  Mark  Cross  Corinthi* 
leather  On-board  travel  computer.  Crystal  Key  owner  core.  In  a  word,  "Everything:' 

THE  CA^  BUYER'S  BILL  OF  RIGHTS. 

NewJi^rker  exemplifies  Chrysler's  belief  that  you  hove  a  right  to  a  quality  car  with  long-term  protection 
"jhttoa  safe  car,  friendly  treatment,  honest  service,  competent  repairs  and  the  right  to  address 
K. ^Quality  is  your  right . . .  and  Chrysler  intends  to  see  that  you  get  it.  -.  i . 

yva  ttA/oiiobte  on  Uiitlaucxi^ 'See  copies  0«toTirt8dwaiTanl«  at  deoletRestncltonso^^  ' 
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w  Yorker 


'^es.  Ultradrive  transmission.  And  Crystal  Key  owner  care.  Everything. 

ySLER'S  CRYSTAL  KEY  PROGRAM. 

ER  OWNER  CARE  THAN  EVEN  ROLLS  ROYCE  OR  MERCEDES. 

ar  50,000-Mile  Basic  Car  Warranty.*  Covers  the  entire  car,  bumper  to  bumper  Air  conditioning;  engine; 

irtram;  steering;  electrical  components;  fuel,  suspension  and  engine  cooling  systems . . .  the  works. 

^  I   No  Deductible  Cost  To  You.*  Unlike  GM,  Chrysler  does  not  require  that  you  pay  a  $100 

h^ ,  deductible  after  one  year  or  12,000  miles . , .  each  time  you  bring  in  your  car. 

ja)  7-year/70,000-Mile  Protection  Plan.*  Even  after  the  basic  5/50  warranty,  the  engine  and 

TJ^  powertrain  are  still  protected  for  7  years  or  70,000  miles. 

7-year/100,000-Mile  Rust-Througti  Protection.*  New  Yorker  is  protected 
from  outer  body  rust-through  for  7  years  or  100,000  miles.  1 
i  Customer  Hotline.  Chrysler  provides  a  toll-free  "800"  telephone  number  for    ch^\e,  W/W^ 
_Li  you  to  call  24  hours'a  day  with  any  questions  on  warranty  or  service.                [>v.»«.notcri'^'M^-s 

-    ..  .  '  CHRYSLER.  DRIVING  TO  BE  THE  BEST. 


1  CHRYSLER'S 

Cf^YSlAL  KEY  PROGRAM. 

THE  BEST  CWNER  CARE 

OF  ANY  UJXURV  SEDAN. 

BETTER  THAN  ROLLS  ROYCE 

OR  MERCEDES. 


BASIC  CAR 

WARRANTY 

covets  entire 

car  except 

noimol  uplteep 


MAJOR  DEDUCTIBLE 

COMPONENTS  YOU  RW 

PROTECTION  FOR  REPAIR 

ot  majoi 
components 


ENGINE  POWER-  OUTER  BODY  24-HOUR 

PROTECTIONt  TRAIN  RUSTTHROUGH        TOLL-FREE 

PROTECTIONt        PROTECTION  HOTLINE 


1989 

CHRYSLER 

NEW  YORKER 

5  years/ 
5Q000  rriiles 

5  years 
5Q000  miles 

None 

7  years 
70000  miles 

7  years/ 
7Q000  miles 

7  years 
100000  miles 

Yes 

198S 

ROLLS  ROYCE 

CORNICHE 

3v'' 
unlimited 

3yt/ 
unlimited 

None 

3yr/ 
unlimited 

3yr/ 
unlimited 

3yr/ 
unlimited 

No 

1988 

MERCEDES 
BENZ 

SaOOO  miles 

4vf/ 
50000  miles 

None 

4yr/ 
SaOOO  miles 

4yr/ 
501000  miles 

4yr/ 
5Q000  miles 

Yes 

1989 

CADILLAC 

BROUGHAM 

4  V' 
50.000  miles 

4yr 
50.000  miles 

$100  after 

lydZOOO 

miles 

4yr; 
50.000  miles 

4yrf 
50.000  miles 

6yt/ 
100000  miles 

Yes 

1989 

LINCOLN 

TOWN  CAR 

1  yt/ 
1Z000  miles 

6vr/ 
60000  miles 

$100  alter 

1  yt  12.000 

miles 

6yr/ 
6Q000  miles 

6yr/ 
60000  miles 

6yr/ 
100000  miles 

Yes 

1989 

<XDS 

REGENCY 

BROUGHAM 

3vr/ 
50.000  miles 

3yr/ 
50.000  miles 

$100  alter 

1  yt  12.000 
miles 

3vr/ 
50,000  miles 

3yr/ 
50.000  miles 

6yr/ 
100000  miles 

No 

1989 

BUICK 
ELECTRA 
PARK  AVE. 

3  yr  / 
50.000  miles 

3yt 
50.000  miles 

$100  alter 

1  yt  12.000 

miles 

3vr/ 
50.000  miles 

3yr; 
50.000  miles 

6  yr/ 
100000  miles 

No 
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"n  For  5  years  or  50,000  miles,"  you  take  care  of  normal  maintenance, 
adjustments  and  wear  items,  Chrysler  takes  care  of  everything  else. 
That's  unlike  GM,  who  gives  you  only  3  or  4  years  of  r — — — , 

coverage  and,  after  1  year  or  12,000  miles,  requires  \     ^ 

that  you  pxjy  a  $100  deductible . . .  each  time  you  bring        \ /^/^^^ 

■;  l^inyour car.  We  even  cover  engine  and  powertrain  for       chtysior    Jg/g^0 
'  :v7 years  or  70,000  miles.*  Outer  body  rust-through,  niv,s.on oi chrvsior  Moior.s 

Itvears  o,  loofloo  miles.'  CHRYSLER.  DRMNG  TO  BE  THE  BEST 

■;*)o  ii>p»«»  q\  Imxttxl  woiioiitios  at  i1i>tIois  li>sliictions  >ipplv  Pocluclibto  on  ^x>vw^■•t  lioin  atliM  b  iO 


Tok\'0,  Tok)'0,  Tokyo 

A  pulstUing  series  of  concentric  circles,  30  miles  across 
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ba's  current  price  in  downtown  To- 
kyo: around  300  yen  a  bowl. 

The  soba  example  has  macro  impli- 
cations for  inflation  and  growth  in 
lapan.  Tokyo  needs  thousands  of  feet 
of  new  office  space  if  it  is  to  continue 
growing  as  a  financial  center.  New 
space  is  the  only  way,  long  term,  to 
slow  the  rate  at  which  rents  have  been 
increasing  in  the  central  business  dis- 
trict around  Tokyo  Station — 20%  to 
30%  a  year  for  the  last  several  years. 
The  average  rent  in  the  area  now,  esti- 
mates Mitsubishi  Research's  Obara, 
is  about  60,000  yen  a  month  (S460) 
per  tsubo  (36  square  feet).  That's  over 
$120  per  foot  per  month.  Midtown 
Manhattan  office  rents  are  still  under 
$50  a  foot  per  year. 

There  has  been  some  increase  in 
supply,  but  only  enough  to  lift  the 
downtown  vacancy  rate  from  less 
than  1%  to  around  2% .  That  is  hardly 
a  sign  of  a  panic.  Nevertheless,  it  is  a 
sign  that  foreign  and  Japanese  busi- 
nessmen alike  are  taking  a  closer  look 
at  what  it  costs  to  operate  in  Tokyo — 
costs  that  are  influenced  at  every  level 
by  the  price  of  land. 

Over  the  last  several  months, 
American  companies  like  IBM,  Sears, 
Roebuck  and  Arco  Chemical  have  all 


moved  some  staff  from  Tokyo  to 
much  cheaper  Hong  Kong.  The  flood 
of  U.S.  bank  and  securities  firm  per- 
sonnel has  slowed  dramatically.  So 
has  the  movement  of  some  big  provin- 
cial Japanese  companies  that  have,  in 
the  past,  shown  interest  in  planting 
the  house  flag  in  Tokyo.  The  major 
stumbling  block  for  them,  says  Shigeo 
Obara,  is  "the  housing  problems  of 
employees." 

Housing — the  availability  and  cost 
of  the  stereotypical  "rabbit  hutch" — 
is  as  chronic  a  sore  spot  in  Tokyo  as 
two-hour  commutes  from  home  to 
job  and  the  sardine-can  crush  of  rush 
hour  on  the  subways.  Hiroshi  Takeu- 
chi,  an  economist  at  the  Long-Term 
Credit  Bank  of  Japan,  recalls  that  in 
the  past,  many  Japanese  companies 
built  housing  for  their  employees. 
When  land  was  less  dear,  the  compa- 
nies could  count  on  enough  older 
workers  earning  enough  to  buy  homes 
on  their  own  and  move  out,  thus  mak- 
ing way  for  new  workers.  No  longer, 
he  continues.  Prices  have  risen  so 
sharply  that  "people  can't  save 
enough  money  to  afford  houses,  even 
with  the  help  of  subsidized  low-inter- 
est-rate loans."  Japanese  companies, 
as  a  result,  have  become  burdened 


with  a  new  personnel  cost. 

No  relief  is  in  sight.  For  Tokyo's 
beleaguered  urban  planners,  it  is  bad 
enough  that  the  speculative  boom  has 
put  a  crimp  in  office  construction. 
Worse  yet  is  the  fact  that  the  explo- 
sion in  land  prices  has  cut  deeply  into 
housing  starts.  This  year,  estimates 
Mitsubishi's  Obara,  the  total  for  all  of 
Japan  will  slip  to  around  1.5  million, 
from  1.7  million  last  year.  Yet  the 
government  expects  that  by  1993  the 
surging  service  sector  in  Tokyo  alone 
will  generate  1.7  million  new  jobs  to 
offset  losses  in  dwindling  "sunset" 
industries  like  shipbuilding. 

Where  are  all  those  people  going  to 
live?  There  is  some  slack  at  the  very 
high  end  of  the  residential  real  estate 
market,  where  too  many  high-priced 
apartments  were  built  for  foreigners. 
There  is  also  some  surplus  at  the  low- 
er end,  among  the  one-room,  studio- 
type  "mansions"  run  up  for  Tokyo's 
growing  gaggle  of  yuppies  and  worka- 
holic executives  who  get  home  to  sub- 
urbia only  on  weekends. 

But  as  Takeuchi  suggests,  the  mid- 
dle segment  of  the  market  is  a  night- 
mare. By  one  calculation,  the  average 
two-bedroom  condo  within  the 
sprawling  Tokyo  metropolitan  area 


FORBES,  NOVEMBER  14,  1988 


61 


sells  for  52.3  million  yen  ($402,000)— 
about  8  times  the  average  salaryman's 
annual  income  of  $47,000.  In  1986  the 
ratio  was  5.3  times. 

Is  there  no  way  out?  In  Tokyo — as 
in  New  York  and  London — the  buzz- 
word is  decentralization.  Keep  key  ex- 
ecutive and  staff  functions  in  town, 
and  shift  the  computer  center  and 
other  back-office  functions  to  the 
cheaper  suburbs. 


Makes  sense  on  paper.  But  moving 
from  Kabutocho,  Tokyo's  Wall  Street, 
to  peripheral  subcenters  like  Omiya 
or  Chiba  is  not  quite  the  same  thing 
as  pickmg  up  from  downtown  Man- 
hattan and  shifting  across  a  river  to 
Jersey  City  or  Brooklyn. 

For  one  thing,  Tokyo's  suburbs 
sprawl  further  out  every  day.  Tokyo, 
with  a  population  now  of  12  million, 
is  a  series  of  concentric  circles.  The 


Bargaining,  not  bargains 


Thanks  to  some  overbuilding  at 
the  very  high  end  of  the  Tokyo 
residential  real  estate  market,  it  is 
now  possible  to  bargain  rents 
downward — from  rates  that  are 
still  astoundingly  high.  "A  lot  of 
landlords  have  got  stuck,"  says 
Junichi  Arata,  a  real  estate  agent 
who  specializes  in  so-called  gaijiu 
(foreigner)  housing  in  such  upper- 
class  residential  areas  as  Hiroo, 
Shinagawa  and  Shibuya. 

We're  talking  bargaming,  not 
bargains.  Landlords  typically  open 
the  bidding  with  demands  for  a 
four-month  deposit,  plus  two 
months'  key  money — all  based  on 
rents  that,  for  furnished  apart- 
ments in  good  locations,  will  run 
upwards  from  around  5,000  yen  per 
square  yard  (about  S8,000  a  month 
for  a  2,000-square-foot  apartment). 

What  does  that  buy?  Arata's  Star 
Realty  Co.  has  two  apartments 
listed  in  the  quiet  Shoto  neighbor- 


hood, an  easy  40-minute  door-to- 
door  commute  to  the  centrally  lo- 
cated Tokyo  Station  business  dis- 
trict. One  apartment  has  two 
bedrooms  and  is  listed  at  750,000 
yen  ($5,700)  a  month.  Upstairs,  at 
950,000  yen  ($7,300)  a  month,  is 
the  three-bedroom  version.  Both 
have  marble  in  the  foyer,  kitchens 
that  seem  inspired  by  Better  Homes 
and  Gardens,  and  one  bath.  Arata 
isn't  saying  how  low  he'll  go  on  the 
two  bedroom,  but  on  the  larger  one 
he'll  drop  to  850,000  yen  (just 
$6,500)  a  month. 

Shoto's  land  prices  have  gone  up 
about  1,000%  in  the  last  eight 
years.  What  do  the  old-time — and 
now  land-rich — residents  think? 
"The  whole  area  has  become  too 
high  quality,"  glowers  one  woman 
who  has  lived  in  Shoto  for  40  years. 
"My  neighbors  are  foreigners,  and 
dubious-looking  new  rich." — R.P. 
and  Hiroko  Katayama 
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Living/dining  room  oj  u  i  50,000  yen  ($5,700)  a  month  Tokyo  flat. 
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overall  circle's  diameter  measures  3i 
miles.  Tokyo,  in  short,  is  much  mor 
like  Mexico  City  than  Manhattan. 

In  a  sense,  the  government's  nev 
"guidelines"  on  property  speculatioi 
have  been  having  the  desired  effect 
Traders  driven  out  of  Tokyo  propert 
by  the  new  restrictions  have  poppei 
up  in  new  areas  of  potential  growth 
where  the  regulations  do  not  apply 
So,  while  the  fever  has  gone  down  ii 
central  Tokyo,  it  rages  vmabated  20 1( 
30  miles  out.  Land  in  prefectures  likt 
Chiba  and  Saitama  was  up  an  averag( 
of  more  than  30%  last  year,  and  then 
are  already  complaints  that  some  o 
the  new  industrial  parks  lack  ade 
quate  housing. 

What  can  the  government  do? 
could  reform  tax  policies  that  lev^i 
almost  no  property  taxes  on  agricul 
rural  land  but  levy  enormous  capita 
gains  taxes  on  land  if  it  is  sold — whict 
is  the  reason  you  still  see  so  man) 
totally  uneconomic  farm  plots  ever 
in  metropolitan  Tokyo.  But  tax  re- 
form, especially  where  it  is  perceivec 
to  hurt  farmers,  is  a  dangerous  busi 
ness  with  unforeseeable  conse 
quences  for  politicians. 

Japanese  politicians  also  talk  grand 
ly  about  megaprojects  like  developing 
reclaimed  land  in  the  Tokyo  Bay  area 
and   the   liberation   of   surplus   land! 
owned  by  the  newly  privatized  Japan 
Railways.  But  again,  none  of  the  pro 
posals  promise  an  overnight  solution: 
And  all  will  require  massive  invest 
ments  in  highways,  sewage  systems 
and  rail  lines. 

Whatever  action  the  government 
takes  must  be  taken  cautiously  and 
intelligently.  There  is  no  way  of 
knowing  the  extent  to  which  property 
speculators  have  cross-coUateralized 
their  landholdings  to  play  the  stock 
market.  Prices  in  many  secondary  and 
tertiary  Tokyo  property  markets  have 
softened,  and  some  speculators  have 
been  forced  out  of  business. 

Takeuchi  thinks  that  problem  real 
estate  loans  have  been  pretty  well 
limited  to  small  banks  and  real  estate 
companies.  But  he  admits  to  some 
concern  that  other  big  bankruptcies 
like  the  recent  filing  by  the  Osaka- 
based  Nihon  Tochi  Co.  may  surface. 
A  real  estate  company  with  a  pen- 
chant for  volatile  stock  plays,  Nihon 
Tochi  is  seeking  court  protection 
from  creditors  holding  over  150  bil- 
lion yen  ($1.1  billion)  in  liabilities.  It 
IS  Japan's  biggest  business  failure  this 
year  and,  in  terms  of  outstanding 
debt,  the  eighth  worst  on  record. 

Crude    political    action    to    bring 
down    property    prices    could    bringj^ 
down  the  stock  market  and  many  oth 
er  things  as  well.  ■ 
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Audio  Cassette. 

First 

Laser  Optical  Videodisc. 

First 

Compaq  Disc 
First 


America. 
At  Last 
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•  1988  Philips  Consumer  Electronics  Company  a  Divtston  of  North  American  Philips  CorpofWion 
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[      Philips  of  the  Netherlands  is  one  of  the 
'  ading  electronics  companies  in  the  world  with  a 
roud  history  of  firsts.  With  our  vast  research  and 
evelopment  facilities,  we  have  long  had  a  commit- 
lent  to  leadership  in  consumer  electronics  that  few, 
any,  can  match. 

Philips,  the  most  respected  name  in  European 
jdio  and  video,  brings  world-class  technology 
id  design  to  America  with  the  new  Philips  CD960 
impact  disc  player. 

Truly  a  reference  standard  CD  player,  the 
'D960  incorporates  only  the  most  uncompromising 
Dmponents  because  it  has  been  designed  by  the 


world's  most  uncompromising  audiophUes: 
Philips  engineers.  The  same  engineering  experts 
who  invented  compact  disc  technology. 

The  CD960  offers  superior  digital-to-analogue 
conversion.  With  performance  features  like  16-bit 
processing,  4X  oversampHng  to  give  you  the  purest, 
most  accurate  digital  sound  possible  in  a  compact 
disc  player. 

Now  Philips  is  here.  Not  Philips  technology 
under  someone  else's  name.  But  the  real  thing. 
The  newest  from  Philips.  Here  first,  at  last. 

To  audition  the  CD960,  call  1-800-223-7772  for 
your  nearest  Philips  audio  specialist. 


World-Class  Technology.  European  Excellence. 
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Valleyi  Bank  of  Nevada  President  Peter  nomas 

Moving  from  gaming  into  real  estate,  small  b^siness  and  consumer  loans. 


Valley'  Bcuik  of  Nevada  used  to  hare  the 
gaming  indmtfj  all  to  itself.  No  more.  So 
why  is  Peter  Thomas  all  smiles? 


Spreading  his  bets 


By  Marc  Beauchamp 


BACK  IN  THE  Fifties,  fcw  sclf-rc- 
spccting  Nevada  bankers  dealt 
with  casino  operators.  On  top 
of  Its  sleazy  image,  gaming  was  still 
an  infant  industry  and,  from  the  out- 
side at  least,  looked  like  a  risky  one. 
But  vacuums  exist  for  smart  business 
people  to  fill.  Into  this  void  stepped 
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Parry  Thomas,  president  of  the  Bank 
of  Las  Vegas.  "How,"  he  asked,  "are 
you  gonna  do  banking  in  a  state  by 
ignoring  its  main  industry?"  Thomas 
and  partner  Jerome  Mack,  a  Las  Vegas 
businessman,  boned  up  on  gaming 
and  starting  hustling  business. 

Smart  move.  Today  Thomas  and 
Mack,  both  67,  own  more  than  30%  of 
Valley  Capital  Corp.,  parent  of  the 


second-largest  bank  in  the  state,  S.1 
billion  (assets)  Valley  Bank  of  Nevada- 
successor  to  Bank  of  Las  Vegas.  Basec 
in   Las  Vegas,   Valley  Bank  has  5' 
branches  throughout  the  state. 

But  profitable  niches,  like  luck^ 
streaks,  don't  last  forever.  Today  Val 
ley  Bank,  run  by  Thomas'  39-year-oli 
son,  Peter,  faces  lots  of  competition 
The  gaming  industry  has  grown  am 
cleaned  up  its  image,  thereby  attract 
ing  the  likes  of  $3.1  billion  (assets 
First  Interstate  Bank  of  Nevada  anc 
carpetbaggers  like  Los  Angeles-basec 
$47  billion  (assets)  Security  Pacific 
Moreover,  big  casino  operators  likt 
the  Golden  Nugget  have  outgrowr 
their  hometown  banks  and  today  turr 
to  the  capital  markets  to  raise  monc) 
for  expansion. 

But  Valley  Bank  can  handle  the 
stress.  It  has  been  running  scarce 
since  the  early  Eighties,  when  the  re 
cession,  high  interest  rates  and  casino 
gambling  in  Atlantic  City  combined 
to  put  the  brakes  on  Las  Vegas 
growth.  In  1983  profits  fell  15%  from 
the  year  before,  to  $7.7  million.  Th^ 
next  year  return  on  assets  slumped  to 
0.49%,  and  in  1985  the  bank  wrote  off 
a  record  $23  million  in  loans. 
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How  a  broad  mix  of  information  businesses 
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becomes  a  solid  investment. 


At  Ameritech,  we  concentrate  within  a  focused  area  of  expertise.  Information. 

And  by  doing  what  we  do  best,  we've  become  a  financial  leader. 

Since  Ameritech  stock  began  trading,  it  has  generated  a  total  return  to  shareowners  that  has  outperformed 

the  market  by  more  than  two  to  one.  A  compound  annual  growth  rate  over  24  percent. 

During  its  first  four  years,  Ameritech  led  all  other  regional  holding  companies  in  return-to-equity,  steadily  increasing 

to  15.5  percent  last  year.  Growth  in  earnings  per  share  and  dividends  has  averaged  nearly  8  percent. 

leritech's  $10  billion  revenue  stream  comes  from  its  strong  core  of  Bell  communications  companies  and  related 

businesses,  which  include  advanced  cellular  communications,  directory  publishing, 

and  lease  financing  for  business  communications  systems. 

Strong,  consistent  growth,  contributed  by  a  wide  range  of  communications  products  and  services. 

That's  why  Ameritech  continues  its  solid  financial  performance.  For  details, 

,  write  Director-Investor  Relations,  Ameritech,  30  S.  Wacker  Dr.,  R3500,  Chicago,  IL  60606,  or  call:  312/750-5353. 
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Illinois  Bell     Indiana  Bell     Michigan  Bell     Ohio  Bell     Wisconsin  Bell 

Ameritech  Applied  Technologies     Ameritech  Communications     Ameritech  Credit     Ameritech  Development 

Ameritech  Mobile  Communications     Ameritech  Publishing     Ameritech  Services 
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OF  THE  57  JUDGES 

VOTING  FOR  "EUROPEA' 

CAR  OF  THE  YEAR," 

ONLY  3  SHOWED 

POOR  JUDGEMENT. 


©  1988  Peugeot  Motors  of  America.  Inc. 


rly  this  year,  57  of  Europe's  most  respected  automotive  journalists,  from  17  countries,  gathered  m  n 
i  ndon  to  vote  for  the  winner  of  what  many  consider  to  be  the  most  prestigious  award  in  the  TYTyi 
lotive  world.  European  Car  of  the  Year.  !^„frC 

len  the  point  totals  were  finally  tabulated,  something  unprecedented  had  occurred.  One  car,  the  new 
wheel  drive  405  from  Peugeot,  had  been  given  top  scores  by  54  out  of  the  57  judges.  Amassing  the 
st  point  total  in  the  twenty-five  year  history  of  the  competition. 

We  at  Peugeot  were  delighted,  of  course.  But  not,  in  all  candor,  entirely 

surprised. 

From   its   inception,  the  405   had   been   painstakingly   designed   and 

engineered  to  represent  something  unprecedented  in  today's  automotive 


DL $14,500 

S^ $17,700 

Mi  16 $20,700 

-cludf*  dt-sl    charge.  lax.  title,  option*  and  r.'^rsIralion 


etplace.  A  fine,  state-ot-the-art  European  sedan  in  all  dimensions.  Including  one  that  other  European 

akers  have  almost  cavalierly  disregarded  of  late.  Price. 

you're  thinking  of  buying  a  European  sedan,  or  feeling  compelled  to  consider  a  Japanese  or  American 

lative,  we  heartily  suggest  you  call  1-800-447-2882  for  the  name  of  the  Peugeot  dealer  nearest  you  and 

irive  the  car  voted  "European  Car  of  the  Yean' 

d  judge  for  yourself. 


shaken,  Valley  Bank  took  an  old 
gambler's  motto  to  heart  and  stepped 
up  efforts  to  spread  its  bets.  As  Neva- 
da's economy  resumed  its  upward 
track,  Valley  Bank  moved  away  from 
the  gaming  tables,  putting  more  of  its 
loan  portfolio  into  real  estate,  small 
business  and  consumer  loans.  Gam- 
ing loans  now  make  up  only  10%  to 
12%  of  Valley  Bank's  $1.3  billion  loan 
portfolio,  down  from  around  60%  in 
the  Sixties. 

Not  that  Peter  Thomas  doesn't 
want  casino  business.  Over  the  years 
Valley  Bank  has  built  a  loyal  follow- 
ing. It  still,  for  example,  has  the  domi- 
nant share  of  Vegas'  gaming  accounts. 
Special  services  are  one  reason.  Val- 
ley, for  example,  is  the  only  bank  in 
town  whose  vault  is  open  seven  days  a 
week.  Thomas  has  also  installed  165 
Card  Cash  machines  (that  accept 
credit  or  debit  cards  and  dispense  cash 
vouchers)  in  casinos  ranging  from 
Caesars  Palace  on  the  Strip  to  the  tiny 
El  Cortez  Hotel  &  Casino  downtown. 
Good  busmess:  For  a  $100  voucher 
Valley  Bank  charges  $4.75. 

Valley's  future  growth,  however, 
clearly  lies  outside  gammg.  Real  es- 
tate lending,  for  example,  now  about 
15%  of  total  loans,  is  growmg  fast. 
Clark  County's  population  is  growing 
by  5,000  people  a  month.  Housing 
starts  are  at  an  alltime  high.  More- 


Bill  NjiiL)a.S\'gma 


\eu'  home  in  west  Lls  Vegu^ 
Bitilding  is  booming. 

over,  with  its  agreeable  climate  and 
modest  living  costs,  Vegas  seems  des- 
tined to  become  a  retirement  center. 
Valley  Bank  is  helping  to  finance  Del 
Webb  Corp.'s  5,500-home  Sun  City 
Summerlin  project  west  of  the  Strip. 
Howard  Hughes'  Summa  Corp.  is  de- 
veloping 25,000  acres  farther  west. 
"We  will  be  involved,"  declares 
Thomas,  who  holds  degrees  in  law 
and  finance. 

As  Nevada  continues  to  diversify 
its  economy  (hotel  and  gaming  jobs 
account  for  about  27%  of  total  em- 
ployment) Valley  also  stands  to  bene- 


fit. It  is  the  largest  originator  of  Sn: 
Business  Administration  loans  in 
state.  In  another  smart  move,  Val'| 
Bank  last  year  merged  with  $478  n 
lion  (assets)  Security  Bank  of  Neva 
based  in  Reno.  The  merger  brings  V  -fi 
ley  more  retail  banking  experieis 
and  gives  it  a  solid  presence  in  nor 
em  Nevada. 

All  this  is  showing  up  in  the 
come    statement.    Last    year    Val 
Capital  earned  $22  million  on  incoi 
of  $169  million,  an  enviable  1% 
turn  on  assets.  Since  1985  return 
equity  has  improved  from   10% 
17%.  In  the  first  nine  months  of  tl 
year  Valley  reported  record  eamir 
of    $19.5    million.    Valley    Capita 
stock,  recently  27,  is  trading  at  h 
than  7  times  estimated  1988  eamin, 
One  reason  it  isn't  doing  better  is 
small  float.  Insiders  and  founders  cc 
trol  more  than  half  the  company's  < 
million  shares. 

Valley  Bank  is  the  last  large  Neva 
bank  that's  still  independent.  In  I 
office  decorated  with  Western  art 
eluding  a  bronze  Remington  statue  ? 
a  Cheyenne  on  horseback,  Thomi 
says:  "Nevadans  are  an  independei 
type  of  people."  After  a  pause,  i 
adds:  "That's  not  to  say  we  woi 
become  part  of  a  group  at  some  poii. 
But  it  won't  be  until  we  want  to. 

We've  heard  that  one  before.  ■ 


Theriseandfell 
of  corporate  taxes  in  Georgia. 


Since  1969,  Georgia's  corporate  tax  rates  haven't  gone  up  one  penny  We  don't  know  of  another  state  that  can  say 
the  same.  And  how  many  states  do  you  know  of  that  went  to  busmess  and  asked  for  guidance  in  restructuring  their  tax 
systems?  Georgia  did  in  1971.  The  result  was  a  zero-based  budget  that  has  allowed  us  to  increase  our  quality  of  life 
every  year- without  raising  corporate  taxes. 

Yet  Georgia  is  still  able  to  invest  a  billion  dollars  over  the  next  three  years  in  a  statewide  education  reform  program  that 
is  one  of  the  most  compreiiensive  in  American  history  And  we  pioneered  a  one-stop  environmental  permit  process 
that  helps  companies  get  started  in  just  90  days.  ^^      .^-y        •-^t 

So  before  you  bet  your  company's  future  on  the  promise  of  a  new  location,  I^Th  llDf^T  \ 

look  into  Georgia.  The  State  of  Business  Today  \JJ_Lv>'1aVJ'J-LJl 

Write  the  Georgia  Department  of  Industry'  and  Trade,  DepL  FBS  rrl^  ^C«-^4-^  ^fO,  ,^-:^^^^  T^  J  ^,  . 
230  Ptachtree  St.  N.W,  Atlanta,  GA  30303,  Or  call  404-656-9306   i  HC  blBlt  01  DUSUieSS  iOCiay 
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Power  01 
Productivity 


Productivity.  It's 
become  the  watchword 
of  American  business. 
Enhanced  productivity  is 
essential  for  survival  in 
today's  increasingly  com- 
petitive global  market. 

We  should  know. 
We've  harnessed  the  power 
of  productivity  for  thou- 
sands of  clients  over  a  span 
of  42  years.  During  that 
time  we've  found  that  one 
dimensional  approaches 
such  as  "MRP,"  "quality 
circles,"  or  'just-In-Time" 
aren't  enough.  Only  a  total 
approach  can  significantly 
improve  productivity,  profit- 
ability, quality,  service  and 
competitiveness. 

It  is  for  that  reason  we 
go  far  beyond  just  matching 
sales  and  volume  demand 
with  labor  needs.  A  Proudfoot 
installation  will; 


•  reduce  materials  and  cost 

•  improve  quality  control 

•  enhance  customer 
service 

•  provide  a  better  work- 
,  ing  environment 

•  improve  facility  layouts, 
material  handling,  and 
energy  consumption 

•  shrink  in-process/lead 
times 

•  lower  rework 

•  improve  communication 

•  improve  data  processing 
while  reducing  costs 

•  improve  sales  perform- 
ance 

A  Proudfoot  team  of 


professionals  wiU  focus  on 
a  client's  most  important 
resource:  people.  Working 
hand-in-hand  with  the 
client's  people,  we  will: 

•  improve  worker  skills 

•  provide  a  better  super- 
vised environment 

•  enable  both  manage- 
ment and  employees  to  be 
successful  in  their  work 

•  provide  managers  and 
supervisors  with  the 
training  and  tools  to  bet- 

■  ter  manage  the  business 

This  total  approach 
enables  clients  to  not  only 
achieve  their  operational 


and  financial  objectives, 
but  provides  them  with  a 
critical  competitive  advan- 
tage as  well.  As  a  result,  job 
security  for  the  majority  of 
the  client's  workforce  is 
assured.  That's  what  we 
mean  when  we  say,  "The 
Power  of  Productivity." 

If  you'd  like  to  hear 
what  we  can  do  for  you, 
caU  or  write: 


r 


Alexander  Proudfoot 

The  Power  of  Productivity. 


Founded  1946  Executive  otTices:  1700  Palm  Beach  Lakes  Boulevard,  West  Palm  Beach, 
FL  33401.  Operating  in  the  United  States,  Canada,  Mexico,  Brazil,  Great  Bntain,  France, 
Federal  Republic  of  Germany,  Italy.  Spain,  Portugal,  Sweden,  Denmark.  Ireland,  Luxembourg, 
The  Netherlands,  Belgium,  Australia.  Hong  Kong,  Malaysia,  Thailand.  Singapore,  and  soon 
in  Taiwan.  In  Flonda  or  Canada,  call  407-697-9600. 


800-843-4877 

And  we'll  send  you  our  brochure, 
Producrivity:  Myths  and  Reality 


Name 


Company 


Title 


Address 


City 


State 


Zip 


Phone 


FBSin488 


Alexander  Proudfoot,  Executive  offices: 

1700  Palm  Beach  Lakes  Boulevard, 

West  Palm  Beach,  a  33401 


k«..^. 


PERCENT     1200 

CHAf^E        1100 

PRICE  1000 


0\cr  I  he  past  ten  \cars,  Stone  Container  has  stacked  n 
a  subst:intiall\-  faster  growth  rate  than  the  paper  industry 
as  a  w  liole.  Tliis  growth  is  reflected  in  stock  prices,  whi^ 
show  Stone  outperforming  the  S&F  500  as  well  as  the 
paper  industry,  even  after  last  October  19th  and  its 
turbulent  aftermath. 

We're  confident  that  these  gains  have  resulted  from 
a  focused  strategy  to  grow  in  our  core  businesses — 


'ntainerboard,  corrugated  boxes,  and  bags — and  our 
ng-term  commitment  to  the  enhancement  of  share- 
)lder  value. 

The  past  never  guarantees  the  future,  but  with  these 
ndamentals  solidly  in  place  and  exceedingly  favorable 
arket  conditions  for  our  industry,  sales  and  earnings 
lould  achieve  record  highs  in  1988  and  beyond. 

Take  stock  of  Stone  Container. 


Stone 

Container 

Corporation 

INNOVATION  •  QUALITY  •  SERVICE 
Three  little  words,  one  big  commitment. 


When  a  company  guts  itself  in  order  to 
ward  off  raiders,  it  sometimes  creates  bar- 
gains for  risk-taking  investors. 


Steals  in  stubs 


By  Hattbew  Schif  rin 


Tl  HE  Kroger  Co.,  the  big  Cincin- 
nati grocer,  is  one  of  50  or  so 
companies  in  the  last  three  years 
to  have  undergone  what  are  common- 
ly called  leveraged  recapitalizations. 
A  leveraged  recapitalization  is  a  v^ay 
to  beat  off  a  raider  by  doing  internally 
many  things  that  a  raider  would  have 
imposed  externally.  But  it 
stops  short  of  having  the 
company  go  private.  It 
thwarts  the  raider  by  pay- 
ing out  to  stockholders  a 
company's  capital  and  re- 
placing It  with  borrowed 
money. 

In  its  leveraged  recapi- 
talization, Kroger  distrib- 
uted for  each  share  of  its 
common  stock  $40  in 
cash  and  a  $17  face  value 
20-year  I5'/2%  debenture 
that  begins  to  pay  cash  in- 
terest after  5  years.  The 
nearly  81  million  com- 
mon shares  remain  out- 
standing but  are  now  bur- 
dened with  large  amounts 
of  debt.  In  the  parlance  of 
Wall  Street,  such  common  stock  is 
called  a  "stub."  To  give  management 
an  incentive  to  make  the  now  highly 
leveraged  company  work,  its  mem- 
bers usually  get  a  piece  of  the  action. 
In  Krogcr's  case,  the  6%  of  the  stock 
employees  already  own  will  increase 
to  25%,  after  insiders  use  the  distribu- 
tion of  cash  and  debentures  to  pur- 
chase shares. 

Kroger  "stubs,"  traded  on  the  New 
York  Stock  Exchange  on  a  when-issued 
basis,  were  recently  quoted  at  9  Vh. 

According  to  Richard  Haydon,  ex- 
ecutive vice  president  of  New  York's 
McKinley  Allsopp,  a  firm  that  special- 
izes in  evaluating  leveraged  recapital- 


izations, Kroger's  stub  may  turn  out 
to  be  a  hot  performer. 

"Most  investors  don't  feel  comfort- 
able with  the  enormous  debt  and  the 
complicated  accounting  in  these  com- 
panies," he  says. "But  as  long  as  there 
is  modest  revenue  growth  and  good 
cash  flow,  stocks  like  these  should 
return  30%  or  so  a  year." 

What  other  stocks  have  recently  be- 


Public  LBOs 

The  companies  listed  have  been  recapitalized  and  are  trading 
as  "stub"  stocks.  Each  has  enough  cash  flow  to  cover  interest 
expenses  and  most  have  been  paying  down  debt. 

Recent 
stub 
Conipanv                                               price 

1987 
revs 

(mill 

Cash  flow 
per  dollar 
of  interest 

expense' 

Caesars  World                                      2S"k 

S780 

$3.00 

FMCCorp                                            34' 4 

3,100 

2.50 

Holiday  Corp                                       26V» 

1,700 

1.3S 

Kroger  Cot                                             9'k 

17,7(X) 

1.38 

Owens-Coming  Fiberglas                   23 '/b 

2,900 

3.20 

Shoney'sinc                                          8 

690 

1.60 

use  Corp                                              6% 

2,900 

1  78 

■1989cstiniaii.-s,  .McKinlc^  .Mlsopp.  Iiic      +Tr.itJingon 

.1  whc-n  issui-d  h;LM> 

come  stubs? 

Memphis-based  hotel  and  casino 
operator  Holiday  Corp.  In  early  1987 
Holiday  repelled  a  takeover  attempt 
by  Donald  Trump  by  instituting  a 
$2.6  billion  recapitalization.  Trump's 
threat  moved  the  stock  from  around 
60  to  over  80  a  share  just  before  the 
recapitalization.  The  recap  knocked 
the  shares  down  to  a  stub  value  of 
about  1 1.  But  thanks  to  improved  op- 
erations, asset  sales  and  debt  reduc- 
tion of  about  $600  million  since  then, 
the  Holiday  stubs  now  trade  near  27,  a 
gain  of  144%  in  just  over  18  months. 

The  reason  recap  shares  like  Holi- 
day's tend  to  perform  so  dramatically 


is  leverage.  "There  is  an  inverse  re.l 
tionship  between  debt  reduction  a\ 
stock  price  appreciation,"  says  Hal 
don.  That  is,  every  dollar  of  debt  thl 
is  paid  down  automatically  becomeiT 
dollar  of  equity.  The  risk,  of  course,! 
that  a  significant  rise  in  interest  rati 
could  slow  business  growth  sufI 
ciently  to  crimp  a  company's  abili| 
to  cover  its  debt. 

Nashville,  Tenn.-based  restaural 
operator  Shoney's  voluntarily  recaJ 
talized  its  debt-free  balance  sheet  lal 
July.  Funds  from  $733  million  in  nel 
debt  allowed  the  company  to  pJ 
stockholders  a  $16  cash  dividend  ai| 
a  debenture  worth  $4,  creating  a  sti 
that  began  trading  at  around 
Though  Shoney's  earnings  should  fsj 
this  year,  its  stub  is  up  to  8  because  il 
cash  flow  from  operations  has  r| 
mained  strong. 

That's  why  McKinley  Allsopp  likJ 
Kroger.  The  grocer  will  probably  rl 
port  a  $100  million  loss  in  1988-r 
which  is  part  of  the  reason  the  stock  I 
cheap— but  will  still  have  a  healtfl 
cash  flow  nonetheless. 

use  Corp.,  which  was  recapital 
ized  in  July,  should  have  $1 .78  of  caJ 
flow  for  every  dollar  of  interest  ef 
pense  (an  almost  two-tij 
one  coverage  ratio).  Eve 
though  its  stub  is  currcnl 
ly  trading  at  6V%,  littl 
changed  from  July,  USJ 
may  represent  a  greata 
risk  than  the  others  bi| 
cause  its  growth  prospeci] 
depend  largely  on  tl 
housing  market,  tl 
health  of  which  is  intl 
mately  tied  to  intere!| 
rate  movements. 

The  table  lists  seven  lt| 
veraged    recapitalizatior 
that  have  created  stub! 
Note  that  1989  projcctc| 
"cash"  interest  covera^ 
figures  are  used.  As  witl 
leveraged  buyouts,   thcsl 
stocks  are  best  valued  i[ 
terms  of  their  ability  to  cover  intereJ 
obligations,  rather  than  by  their  abilj 
ty  to  produce  profits.  The  figure^ 
the  table  do  not  include  noncash  i 
gations  such  as  interest  expense^ 
cruing  to  zero  coupon  debt,  becausl 
such  expenses  are  not  current  drainl 
on  cash;  the  hope  is  that  by  the  timl 
they  start  accruing  interest  or  coml 
due,  debt  will  have  been  paid  dow/ 
sufficiently  to  free  money  to  servicj 
the  zeros. 

Clearly,  there  are  a  lot  more  "ifs"  iil 
stubs  than  there  are  in  most  ordinarf 
stocks.  When  buying  stubs,  individual 
investors  would  be  well  advised  to  di| 
versify.  ■ 
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Ilk  IIIAIU  \\.\^  you  loi)k  iit  it,  TlK-.<,;icnlivc(  is 
.  /  .m  (.xtnuxxlinaiy  Scotch,  Sincel747,,jt"has  been 
a\iixi.l  .IS  SiDiLiiKl's  liiicst  single  niiilt  Scotch.  l!ach 
I-  war  old  hoiilc  is  made  toda\   in  (lie  same  iiniciue 


way  tiiai  it  has  ix-eii  for  centuries.  This  explains  the 
extrai)rdinar\  smoothness  an*.!  the  stibtle  character  of 
The  Cilenliwt  And  the  extraordinary  price,  in  turn, 
explains  the  extreme  measures  taken  lo  protect  it. 


THE  GLENLIVET.  JUST  SLIGHTLY  OUT  OF  REACH. 


Premark  Chainiian  and  Chief  Executive  Officer  Warren  Bans 
"We  were  spun  off  because  we  weren't  performing  well.' 


Michael  L  Abri 


Premark  Inteniational  got  its  start  as  the 
odds  and  ends  Kraft  Inc.  didn  Y  want.  The 
oi'phan  is  doing  quite  well  on  its  own. 


Waif  makes  good 


By  StevD  Wsinor 


No  ONE  WAS  UNDER  aiiv  illu- 
sions when  Dart  tx  Kraft  Inc. 
spun  off  Premark  Intciaational 
Inc.  to  its  shareholders  two  years  ago. 
The  Deerfield,  111. -based  outfit  was 
big  and  diverse — nearly  $2  billion  in 
revenues,  product  lines  that  ran  from 
plastic  bowls  to  restaurant  deep  fryers 
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and  exercise  machines.  But  that  was 
about  all  that  could  be  said  for  it.  It 
was  eammg  less  than  9%  on 
stockholders'  equity  and  large  parts  of 
the  busmess  were  in  the  red.  Warren 
Batts,  the  Kraft  president  who  drew 
the  job  of  chairman  and  chief  execu- 
tive, knew  he  was  in  for  problems; 
"We  were  spun  off  because  we 
weren't  performing  well,"  he  says. 


That's  an  understatement.  Tupp- 
ware,  the  venerable  line  of  plast 
containers  that  represents  almost  h 
the  business,  took  a  $58  million 
in  1986;  Premark  as  a  whole,  inclu 
ing  such  slow-growth  businesses 
Hobart  commercial  food  equipme 
and  West  Bend  appliances,  went  $5| 
million  in  the  red  that  year,  countir] 
$159  million  in  charges. 

Batts,  55,  rolled  up  his  sleeves.  "Wl 
have  tried  to  make  the  business  run  i| 
a  respectable  way.  We  have  made  eas 
changes  up  front,  and  so  far  progresj 
has  been  pretty  good,"  says  Batts 

One  of  his  best  moves  was  finall 
cutting  his  losses  and  getting  rid  c 
Dartco,  a  bungled  effort  to  manufacj 
ture  high-tech  plastics.  Dartco  pre 
duced  Xydar,  a  material  fashioned  b 
Tupperware  into  cookware  usable  i 
freezers,  conventional  ovens  or  mi 
crowave  ovens.  But  Premark  had  n 
talent  for  making  all-temperature  ani 
industrial  plastics,  and  it  lacked 
product  line  broad  enough  to  sell  th 
stuff  profitably.  Losses  ran  about  $2; 
million  a  year  until  last  March,  whei 
a  unit  of  Amoco  Corp.  bought  th 
Xydar  plants,  built  for  $100  million 
for  just  $25  million. 


FORBES,  NOVEMBER  14,  WHS 


What  morej  doyou  get 
from  the  most  popular  copiers 

in  America? 


More  copierl 


Meeting  the  copying  demands  of  business 
emands  a  lot  more  than  bells  and  whistles. Which  is  why. 
Dme  of  the  most  popular  features  of  our  copiers  aren't 
sally  copier  features. 

Like  the  advanced  technology  of  our  high- 
lerformance  copying  systems.  Designed  to  make  even 
;omplexjobs  easy  While  making  you  more  productive. 

Or  brilliant  high-resolution  color  copies  that  add 
lower  and  dimension  to  your  communications. 


And  the  virtually  service-free  operation  of  our 
cartridge  technology 

Which  doesn't  mean  we  don't  put  just  as  much  into 
our  basic  copier  features.  In  fact,  you'd  be  hard  pressed  to 
find  a  better  value  at  any  level  of  performance. 

From  personal  copier  convenience  to  digital  laser 
precision,  it's  a  combination  of  performance  and 
reliability  that  sets  Canon  copiers  apart.  And  sets  you 
apart  from  the  competition. 


THE  CHOICE  IS  CANON 

Formcreinformation  call  toll  tfee1-800-OK  CANON.  Or  write  Canon  USA,  Inc  PO  Box5023,  Clitlon  NJ  07015 
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The  1989  Buick  Rivie 


6-  .'j/^.t^    ■ 


!!  llitll  I! 


fii 


/Ryte^ 


Let's  get  n  togeth^», 


a  classic  all  c|/er  again. 


Riviera  was  an  instant  success  when  it  was  first  introduced 
25  years  ago — and  soon  became  a  classic.  And  though  it  has 
been  redesigned  and  re-engineered  through  the  years,  it  has 
always  maintained  a  distinaive  look. 

Now,  for  1989,  there  is  a  new  Riviera.  It  is  noticeably  longer, 
and  its  styling  is  totally  new.  Yet  it  recalls  a  grand  tradition. 

And,  since  it  is  the  Riviera,  it  is  very  well  equipped  indeed; 
165-horsepower  3800  \/-6  engine  with  sequential-port  fuel 
injection  4-speed  automatic  transmission  with  overdrive  m 
4-wheel  independent  DynaRide  suspension  4-wheel  power 
disc  brakes  Electronic  Touch  Climate  Control  air  condition- 
ing Electronic  Control  Center  6-way  power  driver's 
seat  P205/70R  steel-belted  radial  tires  on  15"  wheels,  with 
wire  wheelcovers     And  more. 

The  new  Riviera  Is  a  classic  all  over  again.  See  your  Buick 
dealer  for  a  test  drive.  — 


The  Great  American  Road  belongs  to 


;iiiiM 


USA 


099   Official  Car  of  the  1988  U.S.  Olympic  Team 


1988  GM  Corp.  All  rights  reservecl^ '. 


Batts  also  took  a  tax  hit  to  get  need- 
ed cash.  He  has  been  repatriating  for- 
eign earnings  that  Dart  &  Kraft  had 
stashed  overseas.  With  those  old  prof- 
its now  suddenly  subject  to  foreign 
withholding  taxes,  Premark's  tax  rate 
vaulted  to  56%  last  year.  But  this  year 
Premark's  tax  rate  has  dropped  to  a 
more  normal  46%.  And  more  impor- 
tant, the  company  has  that  money — 
$220  million  by  the  end  of  the  year — 
back  where  it's  needed  most. 

It  has  been  put  to  good  use.  Capital 
spending  rose  65%  in  1986,  to  $125 
million,  and  should  be  maintained 
near  that  level  for  the  next  several 
years.  Batts  invested  $60  million  in  a 
streamlined  distribution  system  for 
Tupperware,  and  he  has  built  or  mod- 
ernized 26  factories  and  warehouses. 
For  example,  at  Ralph  Wilson  Plas- 
tics, producer  of  plastic  laminates, 
one  new  factory  and  two  new  presses 
are  running  at  full  capacity,  boosting 
the  company's  share  of  the  $800  mil- 
lion (wholesale)  laminate  business  to 
42%.  A  third  new  press  cranks  up 
early  next  year,  and  more  are  planned. 

At  the  Tupperware  division,  profits 
arc  up  48%  this  year.  Most  of  the 
gains  came  from  overseas,  where  the 
maker  of  food  containers  earned  80% 
of  its  profits,  but  at  home  things  are 
firming.  Tupperware  is  experiment- 
ing with  catalog  sales,  the  dealer  force 


is  up  9%  and  new  products  are  being 
offered,  among  them  preschool  toys 
and  knickknack  holders.  Under  con- 
sideration: organizers  for  offices, 
bathrooms  and  workbenches,  many  of 
them  products  already  offered  by 
chief  competitor  Rubbermaid. 

Premark  expects  unit  sales  to  grow 
from  2%  to  5%  for  its  commercial 
food  equipment,  with  profits  to  grow 

At  Tupperware,  profits  are 
up  48%  so  Jar  this  year.  Most 
of  the  gains  camefrom. 
overseas,  where  the  maker 
of  food  containers  earned 
80%  of  its  profits,  but  at 
home  things  are  firming. 
Tupperware  is  experiment- 
ing with  catalog  sales,  the 
dealer  force  is  up  9%,  and 
new  products  include  pre- 
school toys  and  fcnicfcfcnack 
holders. 

faster  because  of  more  efficient  pro- 
duction. Sales  of  Wilson's  laminates 
should  stay  strong;  the  division,  for 
the  first  time,  is  focusing  more  atten- 
tion on  the  home  remodeling  market. 
Problems  remain.  The  Tupperware 
sales  force  can't  seem  to  get  the  hang 
of  simple,  yet  newfangled,  marketing 
and  distribution  techniques.  For  in- 


stance, Tupperware  Express,  the  coi 
pany's  bid  to  simplify  delivery  of 
goods,  won't  make  its  year-end  19l 
deadline  for  national  rollout  becaul 
some  dealers  balk  at  the  essential  st 
of  collecting  payment  at  Tupperwa] 
parties  instead  of  on  delivery. 

Other  sticklers:  The  commercil 
food  equipment  market  generally 
flatter  than  a  frozen  pancake.  We| 
Bend's  great  hope  for  the  future  is, 
all  things,  a  coffeemaker,  a  produl 
not  considered  to  be  in  short  suppl| 
A  rising  dollar  would  punch  big  hoi 
in  Premark's  foreign  income,  whi 
provided  75%  of  all  profits  last  ye; 

Nevertheless,  Premark  no  long 
looks  like  the  kind  of  company  you 
want  to  get  rid  of.  Excluding  one-ti 
charges,  profits  rose  18%  last  year, 
$71.5  million,  or  $2.08  a  share,  on 
12%  sales  gam,  to  $2.2  bilhon.  Wii 
sales  up  another  13%  this  year,  profi 
should  finish  the  year  near  $3.20 
share.  Return  on  equity,  an  anem: 
8.8%  when  Premark  was  launche 
has  reached  14.5%,  near  the  top  thi 
of  S&P  400  companies. 

Premark  stock,  trading  recentl 
near  31,  or  about  10  times  anticipate 
earnings,  has  lagged  the  market  mu 
tiple  of  almost  14.  "I  guess  we  sti 
haven't  proven  we've  gotten  thi 
place  turned  around  yet,"  says  Batts 
Old  images  die  hard.  ■ 


WHEN  COMPROMISE  IS  OUT  OF  THE  QUESTION 


1 .1  ihe  name  ot  the  Peieihilt  dealer  nearest  vou  call:  1-800 -447  4700 


A  DIVISION  OF 
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KELLY 
HAS  ALWAYS 
GIVEN  ME 
THE  RIGHT 
TEMPORARY 
■  EMPLOYEE 
FOR  THE  JOB. 
^1  KELIY  IS 
THE  BEST 
1  \ALUE" 


'When  we  need  people  to  help  keep  our  offices  running  smoothly,  I  call  Kelly.  They  train 
their  people,  so  I  always  get  the  right  temporary  for  the  right  job." 

~  "  The 

Kelly  Girl® 
People 

THE  FIRST.  AND  THE  BEST/" 

©  1988  KelJy  Services.  Inc. 


In  Great  Britain,  businessman  Richard  Branson  is  something  qm 
folk  hero.  But  in  the  U.S.  he  may  have  stubbed  his  toe. 


If  at  first 
you  dont  succeed . 


By  Lisa  Gnbemick 


IN  July  1987  an  attempt  by  Rich- 
ard Branson,  a  British  business- 
man, to  make  the  first  transatlan- 
tic crossing  in  a  hot  air  balloon  nearly 
ended  in  tragedy  when  his  196-foot- 
high  craft  crashed.  The  Royal  Navy 
rescued  him  from  the  frigid  Northern 
Channel,  off  Northern  Ireland. 


Now  age  38,  Branson  is  one  of  the 
best  known  of  Britain's  new  wave  of 
entrepreneurs.  He  heads  a  London- 
based  entertainment  conglomerate, 
the  Virgin  Group,  Pic,  and  runs  a 
small,  offbeat  airline.  Virgin  Atlantic 
Airways.  The  rumpled,  perpetually 
tieless  chief  executive  dropped  out  of 
school  at  16  to  start  his  first  business 
venture,  Stiiclent,  a  magazine  that  grew 


to  a  reported  circulation  near  100,0| 
In  1970  Branson  spotted  an  untapjd 
retail  niche  and  began  selling  reco  ^ 
by  mail  at  discount.  He  christened  - 
mail-order  outfit  Virgin  "because 
were  novices  in  business." 

The  next  year,  when  a  postal  sn 
wrought  havoc  on  his  business,  . 
opened  one  of  the  country's  first  c 
count  record  stores,  on  Oxford  Streei  i 


;,:^;^•.<.\■^)^M  • 

Rkhcird  /inn/Mi/i.  /(naukr  uj  .,  <,iuup.  I'k  iiiii/  \irmii  Mlaiilic  Ainreiy: 

Injyteenfast  years,  'from  ttm  rock  market  to  the  stock  market." 
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ODL/C/NG  THE  SMALLEST, 
ST  INTELLIGENT  MOST 
DRDABLE  AUTOFOCUS  SLR. 

lally,  you  have  it  all:  small-camera  simplicity  with 
lera  technology. 

(6  other  compact  cameras,  the  Maxxum'  3000/ 
'automatic.  Just  point  and  shoot.  But  this  little 
I  lets  you  do  more.  Just  a  quick  lens  change  and 
I  dvantages  of  sophisticated  technology  are  at 
gertip.  Now  you  can  get  all  those  shots  you 
ould  before. 


Want  a  close-up  of  your  baby's  face?  Snap  on  a 
light-weight  zoom  lens  and  get  so  close,  you'll  catch  the 
twinkle  in  her  eye.  Tired  of  not  getting  the  whole  picture? 
Snap  on  the  wide-angle  lens  and  take  sweeping  pano- 
ramic photographs. 

And  blurry  pictures  are  a  thing  of  the  past  because 
nothing  focuses  faster  than  a  Maxxum.  Catch  your  kid 
whizzing  by  on  a  rollercoaster  and  get  a  crisp,  clear  photo- 
graph. This  affordable  little  camera  stops  action — even 
when  you're  shooting  one  shot  right  after  another 

Finally  an  affordable  little  camera,  that  gives  you 
big  camera  results.  The  Maxxum  3000/.  Never  before 
has  one  camera  let  you  do  so  much,  so  easily 


Ontaric 
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f  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


now 


In  the  highly  competitive  arena  of  entertainment,  the  National  Basketball 
^sociation  has  been  scoring  impressive  wins.  Commissioner  David  Stern  points 
)ut,  "The  size  of  our  business  has  almost  tripled  in  6  years.  Our  games  are  the  core 
)f  what's  become  a  wide  range  of  enterprises  -  retail  licensing,  home  video,  TV  pro- 
duction, publishing,  event  marketing,  sponsorship  and  media  sales  -  both  domesti- 
:ally  and  internationally  Our  continued  growth  depends  on  operating  efficiently 
ind  intelligently  -  which  is  why  we  chose  Digital." 


"When  the  NBA  decided 
to  invest  in  computers 
that  could  keep  up  with 
our  rapid  growth,  Digital 
was  our  #1  pick." 


;     Stern  views  Digital's  ability  to  network  computers  as  an  ideal  match-up  for  the 
NBA's  needs.  "With  Digital's  ALL-IN-l   software,  we'll  be  able  to  share  business  and 
statistical  information  league- wide.  And,  Digital's  flexible  growth  path  makes  us  confi- 
dent that  we  can  tie  all  current  and  future  businesses  together,  without  limitations. 

"Just  like  our  teams,"  he  concludes,  "in  this  business  you  look  for  an  edge 
and  make  the  most  of  it.  Digital  gives  us  that  edge."  For  your  competitive  advantage 
now,  write:  Digital  Equipment  Corporation,  200  Baker  Ave. 
West  Concord,  Massachusetts  01742.  Or  call  your  local 
Digital  sales  office. 


SDIDBSO 
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The  trouble  was  that  most 
of  Virgin's  rock  stars  were 
committed  to  other 
companies  in  the  U.S. 
Branson  had  two  choices: 
sign  untried  artists  or  pay 
tip  for  big-name  talent.  He 
has  done  both,  taking  on 
som.e  unproven  acts,  but  he 
has  also  paid  up — and  big. 


London.  Two  years  after  that,  with  a 
loan  from  relatives  and  considerable 
bravado,  he  launched  his  own  record 
label.  Branson  luck  was  running 
strong.  The  first  artist  he  signed  was 
an  unknown  named  Mike  Oldfield, 
whose  "Tubular  Bells"  was  the  sound 
track  for  the  smash  movie  The  Exorcist. 
Oldfield 's  album  became  one  of  the 
biggest  sellers  of  the  decade. 

In  1977,  still  with  an  eye  for  offbeat 
but  commercial  talent,  Branson 
signed  the  Sex  Pistols,  a  high-shock- 
value  punk  band  that  vaulted  into  in- 
ternational consciousness  when  their 
cacophonous,  irreverent  "God  Save 
the  Queen"  was  banned  by  the  BBC. 

Nothing  if  not  versatile,  Branson 
branched  out  from  the  record  busi- 
ness in  1984.  He  started  his  airline 
and  began  flying  the  Atlantic.  "It's 
not  so  divorced  from  the  music  busi- 
ness," he  says  of  his  aerial  venture.  "If 
people  are  traveling  for  ten  hours, 
they  want  to  be  entertained."  Virgin 
passengers  are  well  taken  care  of. 
There  is  video  entertainment,  and 
Virgin  even  offers  the  occasional  per- 
formance. Cellist  Julian  Lloyd  Web- 
ber (brother  of  theater  impresario  An- 
drew) serenaded  a  recent  flight. 

Virgin  Atlantic's  Miami-to-London 
and  Newark-to-London  runs  now 
claim  the  highest  load  factors  on 
those  routes,  with  over  80%  of  the 
seats  occupied  on  each  flight.  And  no 
razor-thin  margins  here:  A  quarter  of 
each  plane  is  made  up  of  $1,333  (one- 
way) upper-class  seats,  where  service 
includes  round-trip  airport  limou- 
sines. He  has  succeeded  by  keeping 
the  operation  small  (still  just  two 
planes,  with  two  more  747s  being  add- 
ed this  spring).  The  operation  broke 
even  in  its  second  year. 

By  1985  Branson  was  heady  with 
success  and  racking  up  profits  of  $25 
million  on  revenues  of  $231  million 
from  his  music  business  and  airline. 
In  that  year,  keeping  the  airline  as  a 
private  company,  he  brought  his  mu- 


Halfthc  trcnisdlUintk  Jh'i'l 
Sometimes  live  muaic  on  board. 


sic  business  public — records  plus  60 
odd  retail  stores  and  a  nascent  video 
cassette  and  television  operation.  Tb 
stock  offering  was  like  an  entertain 
ment  event:  tv  commercials  showin 
a  pinstriped  businessman  boogying  oi 
top  of  his  desk.  The  ad  slogan:  "Fron 
the  rock  market  to  the  stock  market. 

The  issue  was  subscribed  mon 
than  twice  over,  and  Virgin  ended  u) 
selling  23  million  shares  at  $2.4i 
apiece.  Branson  wanted  to  use  th 
money  to  build  his  empire,  and  a  bi] 
part  of  that  was  expanding  into  th( 
U.S.  "Nearly  60%  of  the  world's  rec 
ord  business  is  in  North  America 
says  Jordan  Harris,  head  of  Virgin';: 
American  record  production  unit.  "Ir 
order  to  be  a  global  force  in  the  busi 
ness,  you  have  to  be  here." 

The  trouble  was  that  most  of  Vir: 
gin's  rock  stars  were  already  commit 
ted  to  other  companies  in  the  U.S 
market.  Branson  had  two  choices 
sign  new,  untried  artists  or  pay  up  foi 
big-name  talent.  He  has  done  a  bit  o: 
both,  taking  on  some  unproven  acts' 
but  he  has  also  paid  up — and  big.  Vir 
gin  made  a  $10  million  three-recorc> 
deal  with  Steve  Winwood  (one  of  the 
highest  signing  fees  ever)  just  as  ht 
came  off  Back  in  the  High  Life  Again,  his 
most  successful  album  ever. 

In  order  for  Winwood  to  turn  a  prof- 
it for  Virgin,  however,  he  will  have  to 
sell  at  least  7  million  records.  If  it 
comes,  it  will  be  slowly.  Sales  of  Win: 
wood's  first  album  with  Virgin,  Roll 
VCith  It,  released  in  June,  have  current- 
ly stalled  at  just  under  2  million.  Vir- 
gin also  reportedly  paid  $1  million  to 
sign  the  Rolling  Stones'  Keith  Rich- 
ards, unproven  as  a  solo  act.  Virgin 
has  shipped  over  300,000  copies  of 
Richards'  just-released  album. 

Virgin  has  also  committed  over 
$100  million  to  the  videocassette  dis- 
tribution business  in  the  U.S.,  signing 
expensive  deals  with  several  indepen- 
dent producers,  including  Cinecom 
Entertainment  Group,  and  the  Samu- 
el Goldwyn  Co.  But  Branson  was  late 
on  the  scene.  The  major  American 
film  studios,  with  their  line-ups  of 
current  hit  movies,  now  pretty  much 
dominate  the  business. 

Branson  clearly  isn't  giving  up  in 
the  U.S.,  but  he  seems  to  have  real- 
ized that  it  is  going  to  take  a  heftier 
toll  on  profits  than  he  at  first  figured. 
Too  hefty  for  a  small  public  company. 
So  he  has  gone  private  again.  His  pub- 
lic shareholders,  who  paid  the  offering 
price  of  $2.45  a  share,  saw  their  stock 
drop  to  as  low  as  $1.45.  Branson  is 
buying  them  out  at  the  offering  price., 
Say  this  for  him:  He  had  the  decency 
to  make  his  unlucky  public  share- 
holders nearly  whole  again.  ■ 
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^  crowd  and  how  she 

.v»»tn  Where  were  tn« 


The  move  for  better  Information  Services.  Pacific  Telesis  sees  the  demand 
or  information  services  in  California  escalating  from  $50  million  to  $1  billion  over  the 
lext  ten  years.  That's  only  small  business  and  residential  customers.  Add  government 
md  big  business  and  the  figure  gets  much  larger,  much  faster 

Our  subsidiary,  Pacific  Bell,  is  continuing  to  build  the  infrastructure  that  helps 
nake  these  new  services  such  as  voice  mail,  home  banking,  health  and  public  safety 
nformation  available  to  every  CaUfomian.  Because  if  a  new  trend  is  going  to  catch  on, 

A^e  can't  think  of  a  better  place  for  it  to  start.  Telesis^Progress,  intelligently  Planned- 


lltMMi 
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PacTel  InfoSystems  PacTel  Properties  PacTel  Premisys 


I 


Good  news  on  pensions — new,  more  fa- 
vorable vesting  rules  taking  effect  infanu- 
ary.  Bad  news — some  strange  mathemati- 
cal quirks  in  pension  formulas. 

Look  before 
you  leave 


By  Rath  SimtHi 


GOT  THE  ITCH  tO  SWltch  jobs? 
The  good  news  is  that  starting 
January  1989  most  employees 
will  vest  in  their  company  pension 
plans  after  just  five  years  instead  of 
the  current  ten. 

But  if  you  think  five-year  vesting 
means  you'll  leave  your  current  job 
with  a  fat  pension,  you  may  want  to 
think  again.  Job-hopping  can  reduce 
pension  benefits  by  as  much  as  50%, 
sometimes  much  more  than  that. 

About  60%  of  workers  with  pen- 
sions get  at  least  some  of  their  bene- 
fits from  defined  benefit  plans.  These 
plans  guarantee  a  worker  a  monthly 
payment  typically  keyed  to  his  salary 
in  the  year  or  years  just  before  retire- 
ment. For  the  longtime  employee,  a 
defined  benefit  plan  is  a  nice  fringe 
benefit.  For  the  job-hopper,  it  can  be  a 
mirage. 

And  there  arc  lots  of  job-hoppers 
around.     "The     average     individual 


holds  1 1  jobs  over  his  life  span,"  says 
Dallas  Salisbury,  president  of  Wash- 
ington, D.C.'s  Employee  Benefit  Re- 
search Institute.  Most  of  these  moves 
are  voluntary  and  occur  early  in  a 
worker's  career,  but  the  pension 
losses  can  also  add  up  for  those  work- 
ers who  lose  their  jobs  or  pensions 
later  in  life  during  a  restructuring. 

Why  does  changing  jobs  cut  your 
pension  potential?  The  mam  reason  is 
inflation.  A  study  released  by  the  De- 
partment of  Labor  last  July  found  that 
workers  who  change  jobs  four  times 
or  more  during  an  era  of  inflation  may 
get  half  the  pensions  of  their  stay-in- 
place  co-workers,  even  if  each  job  of- 
fers a  pension  program. 

To  understand  why,  consider  the 
case  of  40-year-old  John  Doe,  who  will 
earn  535,000  this  year.  Assuming  a 
4%  inflation  rate  but  no  merit  in- 
creases, his  salary  will  climb  to 
$93,000  when  he  retires  in  2013.  As- 
sume that  John's  employer  provides 
him  with  a  pension  equal  to  1%  of  his 


final  salary  multiplied  by  the  numbeJ 
of  years  he  works.  If  John  holds  the 
same  job  from  age  25  until  retirement,! 
he'll  get  40%  of  his  $93,000  salary,  oij 
a  $37,200  pension. 

What  happens  if  John  switches  jobsl 
at  age  40?  He'll  get  a  pension  from  hi^ 
first  employer  based  on  15  years  oil 
work  and  the  $35,000  salary  he  eamedj 
in  1988.  His  second  pension  will  be! 
based  on  25  years  of  employment  anda 
the  inflation-boosted  $93,000  salary] 
he  will  have  earned  in  2012.  That  adds 
up  to  a  $29,000  pension,  22%  less 
than  if  he  had  held  just  one  job.  And| 
the  losses  will  be  even  greater 
John's  final  salary  is  boosted  by  raises 
based  on  improved  productivity  or  his 
promotion  to  vice  president. 

But  that's  not  the  only  hitch.  Con-I 
sider  the  tricky  "fractional  rule,"  bur-j 
ied  in  the  fine  print  of  many  a  pensior 
plan.  This  rule  takes  the  basic  month-j 
ly  allotment  and  adjusts  it  by  a  work- 
er's years  of  service  divided  by  the| 
number  of  years  the  worker  woulc 
have  worked  if  he  stayed  until  normal| 
retirement  age.  It  sounds  complicat-l 
ed,  but  the  bottom  line  is  simple:  }ob-j 
hoppers   lose   pension   benefits — the 
earlier    they    leave,    the    bigger    the 
losses. 

Here's    why;    Suppose    Jane    Doe 
switches  jobs  at  age  30  after  5  years| 
with  her  first  employer.  Suppose  that 
she  retires  at  age  65.  Under  the  frac-l 
tional  rule,  her  normal  benefit  would_ 
be  discounted  by  ^/4oths,  or  '/s.  If  she 
held  the  same  job  between  ages  50  and 
55,   and   then   left,    the   adjustment 
would  be  '/isths. 

Goofy,  isn't  it?  But  the  rule  is  rather 
common  in  pension  plans  offered  by 
small,  private  companies.  No  one 
knows  how  many  big  employers  use 
it,  but  they  include  Anheuser-Busch, 
Minnesota  Mining  &.  Manufacturing 


John  Segal 
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JbertylVtitualsays: 
rhe  same  philosophy 

hat  made  us  Nal 
nworters 
compensation 
das  made 
LIS  a  leader  in 
property  insurance. 

That  philosophy  is  simple:  teamwork.  We  believe  in  today's  complex  insurance  world, 
lat  it  takes  more  than  one  person  to  make  sure  your  business  property  is  insured  properly. 

We  believe— as  with  all  business  insurance  we  write— that  it  takes  the  combined 
ffort  of  sales,  loss  prevention  and  claims  professionals  as  well  as  underwriting  and 
nancial  experts,  all  working  directly  with  you. 

Teamwork  means  working  together  to  determine  which  of  our  wide  variety  of  property 
overages  is  right  for  your  business.  Teamwork  means  working  with  you  early  on  to  develop 
n  action  plan  should  a  loss  occur 

We  have  a  philosophy  that  works.  One  that  over  100,000  American  businesses 
•elieve  in  for  their  many  insurance  needs.  A  philosophy  that  has  made  us  No.  1  in 

^ERICA  BELIEVES  IN  *"'"'"' ^""S^n^Business  LIBERTY 

JBERTY  MUTUAL  INSURANCE.  Property  insurance.   MUTUAL 
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"Used  to  be,  I  picked  from  between 
three  fleet  cars  and  that  was  it 
Now  I'm  dealing  with  problems 
nine  hours  a  day. 

Maybe  it's  time  to  talk  to 
Chevrolet" 

How  do  I  protect  the  resale  of  my  fleet 
in  a  rebate  market? 

Are  option  packages  a  good  deal? 
Should  I  look  into  small  vans  instead  of 
wagons?  Change  buying  cycles^  Drop 
selector  lists? 

And  those  are  just  for  openers. 

Fact  is,  you're  facing  changes  like 
never  before.  And  you  have  to  have 
answers  for  all  of  them. 

All  the  more  reason  to  call  on 
Chevrolet.  We  have  more  field  people 
to  talk  cars  or  trucks  with  than  anybody 
else.  We  have  800  numbers  you  can 
call  for  help  of  any  kind.  All  backed  by 
an  extensive  product  choice. 

Call  Chevrolet  Fleet  Sales. 
1-800-2^8-2897.  And  get  a  good 
night's  sleep. 


THE 


)FAA4ERICA 
TODAYS  CHEVROLET 
FLEET  SALES 
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MARKET 


Every  investment  portfolio  could  use  some  security,  because  no  one  knows 
where  the  market's  headed.  In  an  up-and-down  market,  rare  coins  can  provide 
a  soft  landing-especially  NGC-graaed  coins. 

Many  NGC  investment-quality  coins  have  actually  increased  since  the  crash. 
Coins  graded  by  Numismatic  Guaranty  Corporation  have  one  of  the  highest 
consistent  rates  of  return  on  the  market  today-which  means  they  often 
outpace  stocks  and  bonds  by  leaps  and  bounds. 

That's  because  Numismatic  Guaranty  Corporation's  strict  grading  standards 
have  stabilized  the  industry.  And  since  NGC  pnnciples  are  forbidden  from 
dealing  in  coins,  our  grades  are  the  most  unbiased  in  the  industry. 

In  fact,  market  makers  and  many  of  our  285  dealers  buy  NGC-graded  coins 
sight  unseen,  because  they  know  security  when  they  see  it. 

So  before  the  market  puts  you  into  financial  shock,  invest  in  NGC-graded 
coins.  Just  in  case. 


^m  NUMISMATIC 
Wim  GUARANTY 
rjii  CORPORATION 

^J  OF  AMERICA 


For  the  Numismatic  Guaranty  Corporatioii  dealer  nearest  you,  contact:  Numismatic 

Guaranty  Corporation,  P.O.  Box  1776,  Parsippany,  New  Jersey  07054, 

tel.  (201)  984-6225r 
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Source:  Don  Bowdren  Associates,  1987 


and  USX'  Texas  Oil  &.  Gas  unit. 

Let's  say  Jane  starts  at  age  25  at  a 
company  witli  a  rule  like  this,  and 
quits  at  age  40  when  she's  making 
$100,000.  Suppose  the  pension  is  1% 
per  year  of  service.  She  might  expect 
$15,000  a  year  in  retirement  pay  from 
her  first  job,  but  the  fractional  rule 
•will  bump  her  dow^n  to  $5,625.  Now 
assume  that  inflation  runs  5%  a  year 
until  she  retires  at  65.  That  cuts  the 
value  of  the  pension  dow^n  to  $1,660  a 
year  in  today's  money.  She  thought 
she  was  accruing  a  pension  benefit  at 
a  rate  of  1%  a  year.  In  fact,  it  was 
accruing  at  a  rate  of  0.11%. 

The  rule  can  also  have  tough  conse- 
quences for  employees  whose  pension 
plans  are  terminated.  George  Blessitt 
was  a  46-year-old  mechanic  for  the 
Dixie  Engine  Co.  when  the  Atlanta 
company  was  dissolved  in  1983.  Be- 


Caveat  job-hopper.  A  study 
released  by  the  Department 
of  Labor  Itist  July  found 
that  workers  who  change 
jobs  four  times  or  more 
during  an  era  of  illation 
may  get  half  the  pensions 
of  their  stay-in-place  co- 
workers, even  tf  each  job 
offers  a  pension  program.. 
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cause  his  pension  was  calculated  un- 
der the  fractional  rule,  his  1 1  years  of 
employment  earned  him  a  lump  sum 
payment  of  just  $1,700. 

The  rule  hurt  Angelo  Tolve,  a  for- 
mer operations  manager  for  what  was 
then  Lane  Bryant's  Coward  Shoes" 
unit.  Tolve  was  52  when  the  compa- 
ny's pension  plan  was  terminated  in 
1982.  His  37  years  of  service  will  give 
him  a  $6,965-a-year  pension,  come 
1990,  a  sum  depressed  by  the  fraction- 
al rule.  If  the  rule  had  not  been  used, 
he  could  have  had  $8,470  from  those 
37  years. 

The  moral  is  clear:  If  pensions  mat- 
ter to  you,  read  your  pension  plan 
carefully  before  making  a  career 
move.  A  plan  may  appear  to  say  that  it 
accrues  1%  per  year  of  service.  In  real- 
ity, it  may  accrue  0.1%  a  year  when 
you're  young  and  1.9%  a  year  in  your 
late  years,  and  then  only  if  you  stay 
put.  If  you're  fully  vested,  the  0.1%  is 
federally  guaranteed  and  inalienable. 
The  1.9%  you're  counting  on,  howev- 
er, may  be  subject  to  the  whim  of 
economic  fate. 

Thus,  with  pensions  factored  in,  a 
better-paying  job  may  not  be  as  attrac- 
tive as  it  looks  at  first  glance.  That 
doesn't  mean  you  should  stay  put  just 
to  hold  your  pension  benefits.  But 
know  what  you  are  giving  up.  ■ 
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Asset  Activation 


r  FINANCIAL  CHALLENGES 
CEO'S  MUST  FACE 

Corporate  Finance  from  The  CIT  Group  can  carry  you  safely  through  them, 
from  rapid  growth  to  cyclical  downturns,  to  vital  restructurings. 


"four  company  inevitably  passes  through 
cycles  of  growth,  consolidation  and  contraction. 

Each  cycle  is  different,  reflecting  the 
conditions  of  your  company  alone.  Corporate 
Finance  from  The  CIT  Group  applies  the  power 
of  your  assets  to  counter  or  capitalize  on  the 
challenges  each  cycle  presents. 


err  has  offices  nationwide,  backed  by 
the  worldwide  resources  of  Manufacturers 
Hanover  Corporation.  So  far  in  1988  we've 
served  more  than  90  companies  with  trans- 
actions totalling  over  $1.7  billion.  We'd  like  to 
advise  and  help  your  company,  lb  learn  more, 
please  call  (212)  286-3910. 


Challenge: 

Firm  has 
continuing  need 
to  expand 
production 
equipment. 
Solution: 
Equipment 
Acquisition. 
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Solution: 

Project  Financing, 
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Challenge: 

Business 
must  raise 
capital  to 
keep  pace 
with  rapid 
sales  grovrth. 
Solution: 
Sale  Leaseback. 


Challenge: 

Company 
seeks  guidance 
in  structuring 
and  managing 

specialized 

financing. 

Solution: 
Syndications. 
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Services. 


Challenge: 

Company  requires 
additional 
cash  flow; 
traditional 

financing  sources 

inadequate. 

Solution: 

Refinancing. 
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Finance 
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The  Japanese  have  been  trying  to  develop  a 
serious  venture  capital  industry.  The  rec- 
ord to  date  is  decidedly  mixed. 

More  capital, 
less  venture 


By  Richard  Phalon 


Y'  osHio  Takekura  is  a  Japanese 
rarity:  an  outspoken  entrepre- 
neur. Where  did  the  seed  capital 
come  from  for  the  chain  of  14  sushi 
shops  he  owns?  "Like  a  lot  of  other 
people,"  says  Takekura,  67,  "I  did 
some  things  in  the  black  market  after 
the  war."  Mustered  out  of  the  Japa- 
nese army  in  1946,  Takekura  went  on 
to  build  an  integrated  sushi  company 
that  mcludes  the  shops,  a 
wholesale  fish-processing 
operation  and  a  manufactur- 
ing arm  that  produces  auto- 
mated sushi  counters. 

Last  year  Takekura 's  high- 
cash-flow  cluster  of  busi- 
nesses reported  gross  reve- 
nues of  7,335  million  yen 
($56.4  million).  In  the  next 
couple  of  years,  Takekura 
hopes  to  become  a  wealthy 
man  by  taking  his  Daisho 
Trading  Co.  public  on  Japan's 
fledgling  over-the-counter 
market,  where  many  little 
companies  are  trading  at  35 
times  earnings  and  up. 

Japan  wants — and  needs — 
many  more  Yoshio  Take- 
kuras.  The  country's  strug- 
gling venture  capital  indus- 
try needs  them,  too,  because 
the  venture  capitalists  arc 
licking  their  wounds  from 
scores  of  once  glamorous 
high-tech  ventures  that  re- 
cently have  gone  sour.  To 
keep  investors  interested, 
the  venture  financiers  need 
less  glamorous,  more  profit- 
able businesses  such  as  Ta- 
kekura's  sushi  operation. 

American-style  venture 
capital  was  pioneered  in  Ja- 
pan in  1973  by  Japan  Associ- 


ated Finance  Co.  (Jafco),  an  offshoot  of 
Nomura  Securities.  But  only  two 
years  ago  did  the  concept  catch  fire. 
Between  1983  and  1986  the  total 
number  of  venture  capital  companies 
in  the  field  jumped  from  33  to  83;  the 
total  amount  of  invested  capital  at 
play  more  than  doubled,  to  $4  billion 
at  current  rates  of  exchange.  Most  of 
the  new  entrants  were  affiliated  with 
banks  or  securities  firms. 
Excesses    soon    appeared    as    too 


SusJ.n  ei 
Japan 


itreprou'tir  Yoshio  Icikckuni 
tvants  and  needs  more  like  him. 


much  cash  pursued  too  little  wortb 
while  merchandise.  Most  of  the  casj 
chased  "star  businesses" — hot  littl 
numbers  like  robotmakers  and  coid 
puter  hardware  producers.  The  day  c 
reckoning  came  when  a  rising  ye 
began  to  cut  into  export  profits  c 
narrow,  high-tech  product  lines.  Thei 
there  were  cases  of  gross  mismanage 
ment.  There  followed  more  than  6 
bankruptcies  among  venture  portfoli 
companies. 

That  was  1986,  but  new  debri 
keeps  falling  into  the  wreckage.  On 
of  the  four  limited  partnerships  man 
aged  by  Yamaichi  Securities  Co.' 
venture  capital  arm,  Yamaichi  Un 
Ven,  for  example,  is  burdened  vdtl 
items  like  NIC  Co.,  Ltd.,  a  develope 
of  computerized  typesetting  system 
whose  underlying  management  prob 
lems  surfaced  in  April  on  a  tide  o 
bouncing  checks.  Yamaichi  Uni  Vei 
also  backed  Sawafuji  America  Corp., 
producer  of  ceramic  speakers  that  i 
still  going  through  the  wringer  of 
California  bankruptcy  court. 

The  biggest  and  most  aggressive  o 
Japan's  venture  operations,  Jafco  ac 
counts  for  about  26%  of  the  industry' 
total  investment.  It,  too,  is  showin, 
fresh  scars.  The  27  limited  partner 
ships  it  manages  took  a  hit  on  ye 
another  three  portfolio  bank 
ruptcies  in  the  first  si; 
months  of  this  year  alone,  af 
ter  absorbing  a  total  of  21  ii 
the  two  preceding  years. 

So  is  Japan's  venture  capi 
tal  business  dying?  No,  but  i 
has  grown  ultracautious 
Speculative  software  start 
ups  are  out.  Profitable  littl( 
companies  like  Yoshio  Take 
kura's  Daisho  Trading  sush 
outfit  are  in. 

Despite  all  the  disappoint 
ments,  there  have  been  sev 
eral  big  winners  in  the  new 
issues  market.  Take  Jafco 
whose  partners  includi 
AT&T,  GE,  Eastman  Kodal 
and  other  foreign  institution 
al  investors.  Jafco  is,  overall 
well  ahead  of  the  game.  Jafcc 
Executive  Managing  Direc 
tor  Hironori  Yokoya  says  th( 
firm's  investment  result: 
have  ranged  from  30%  tc 
35%  a  year  over  the  last  three 
years. 

But  even  Jafco  and  Yamai 
chi  are  backing  fewer  start 
ups  and  putting  more  mone) 
into  going  concerns. 

By  Jafco's  reckoning,  ther» 
were  probably  no  more  thar 
100,000  new  companie- 
formed  in   Japan  last  year 
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Send  your  customers 

a  message  every  time  you 

send  them  a  package. 

In  business,  actions  speak  louder  than  words.  That's  a  message  every  one  of  your  customers 
understand.  And  that's  the  message  they'll  receive  when  you  use  Federal  Express*  as  a  regular 
part  of  the  way  you  do  business. 

When  you  make  promises  to  your  customers,  they  expect  you  to  deliver.  And  no  other  air 
express  carrier  in  the  world  can  help  you  deliver  on  your  promises  better  than  Federal  Express. 

Should  your  customers  want  to  know  where  their  packages  are  during  any  of  the  few  short 
hours  that  they  are  in  our  hands,  we  can  tell  them.  Information  on  the  status  of  your  package  is 
just  a  phone  call  away 

And  in  the  unlikely  event  that  your  package  should  arrive  even  one  minute  late,  we'  II  give  you 

your  money  back!         That's  our  guarantee. 

Send  your  customers  a  message  every  time  you 

send  them  a  package.  When  you 
keep  your  customers  satisfied, 
you  keep  your  customers. 
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compared  with  700,000  in  the  U.S.— a 
ratio,  adjusted  for  population  differ- 
ences, of  l-to-3.5.  Why  so  few?  We  put 
the  question  to  venture  consultant 
Satoshi  Mochizuki,  who  was 
schooled  at  MIT  and  worked  for  Ed- 
ward Johnson's  Fidelity  Japan  before 
setting  up  shop  on  his  own.  Mochi- 
zuki thinks  the  shortfall  in  the  entre- 
preneurial itch  is  partly  cultural,  part- 
ly structural.  Most  Japanese,  he  con- 
tends, prefer  the  odds  of  established 
companies  to  an  entrepreneurial  life 
on  their  own,  and  financing  is  so  hard 
to  come  by  that  all  but  the  most  deter- 
mined are  deterred  from  taking  a  flier. 

Whatever  the  reason,  the  difficul- 
ties of  taking  a  new  company  public 
don't  help  matters.  Jafco's  Yokoya 
cites  a  study  that  shows  that  close  to 
half  of  the  American  companies  that 
have  gone  public  have  done  so  within 
ten  years  of  establishment.  "In  Ja- 
pan," says  Yokoya,  "less  than  1%  go 
public  within  ten  years." 

This  slowness  to  go  public  exists 
partly  because  Japan's  over-the- 
counter  market  is  still  so  small.  Yo- 
koya notes  that  there  are  4,700  com- 
panies listed  o-t-c  in  the  U.S.,  versus 
150  or  so  listed  o-t-c  in  Japan.  The 
pressure  is  building  to  expand  the 
market  by  lowering  the  entrance  bars. 
But  this  could  backfire  if  it  led  to 
more  heavily  publicized  new-offering 


scandals,  which  would  surely  discour- 
age public  investment  in  o-t-c  stocks. 
For  all  the  problems,  Japan's  ven- 
ture capitalists  do  have  one  thing  in 
then'  favor;  a  handful  of  recent  initial 
offermgs  issues  that  cannot  but  whet 
investors'  most  speculative  instincts. 


Jafco  itself,  for  example,  went  pub| 
in  June,  at  1,430  yen  a  share.  It 
currently  selling  at  around  5,100  yel 
The  speculators,  says  Yokoya  withi 
pleasant  smile,  "are  betting  on  o\ 
future  earnings."  But  what  will  be  tl ) 
response  if  there  aren't  any?  ■ 


Entrepreneur  spoken  here 


Very  few  Japanese  dare  to  start 
new  companies.  Yasuyuki  Fuji- 
mura  is  one  of  the  few.  Four  years 
ago,  when  he  was  39,  Fujimura  bor- 
rowed 20  million  yen  ($150,000  at 
today's  exchange  rates)  from  fam- 
ily and  friends,  chucked  his  job  as 
head  of  Komatsu  Corp.'s  research 
department  and  went  into  business 
on  his  own.  Colleagues  warned 
him  he  was  crazy,  and  at  times 
during  a  very  tough  first  year  Fuji- 
mura thought  they  were  right. 

But  today  Fujimura  and  his  Yo- 
kohama-based Kankyo  Co.  are  do- 
ing fine  producing  a  high-perfor- 
mance dehumidifier  and  other  en- 
vironmental control  products. 
Kankyo's  sales  were  around  708 
million  yen  ($5.4  million)  last  year. 
Credit  goes  in  part  to  a  timely  infu- 
sion of  cash  from  tiny  Seed  Capital 


Japan  and  a  couple  of  other  venture 
capital  funds  willing  to  gamble  on 
startups,  rarities  in  Japan  (see  story). 
What  made  Fujimura  give  up  the 
comforts  of  Komatsu  for  an  entre- 
preneurial roll  of  the  dice?  "I  want- 
ed to  maximize  my  powers  100%," 
he  says.  "There  was  this  gap  be- 
tween my  inner  drive  and  the  job.  I 
wanted  romance  instead  of  the 
steady  life."  He  figures  it  will  be 
another  four  or  five  years  before  he 
can  take  Kankyo  public.  And  be- 
yond that?  "I  want  to  start  some- 
thing new,"  he  replies.  But  he's 
still  not  sure  Japan's  venture  capi- 
talists will  go  out  of  their  way  to 
support  him  and  other  Japanese  en- 
trepreneurs. "A  lot  of  people,"  says 
Fujimura,  "like  to  make  a  lot  of 
profits  without  taking  any 
risks." — R.P.  and  Hiroko  Katayama 


Learning  your  business  backwards  and  forwards 
helps  us  write  your  insurance  a  little  differently. 
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On  the  Docket 


l)e  U.S.  balance  of  trade  remains  heavily 
n  deficit.  A  lot  of  the  blame  rests  squarely 
m  the  U.S.  system  of  tort  liability. 


Legal  mayhem 


By  Ronald  Bail^ 


WITHOUT  BENEFIT  OF  legisla- 
tion or  the  vote  of  the  Ameri- 
can people,  a  hidden  tax  is 
;vied  on  virtually  everything  we  buy, 
;11  and  use.  This  tax  costs  American 
ompanies,  individuals  and  local  gov- 
mments  at  least  $80  billion  a  year, 
ad  some  estimate  as  much  as  $300 
lUion.  It  accounts  for  30%  of  the 
rice  of  a  stepladder  and  for  over  95% 
f  the  price  of  childhood  vaccines. 


One-quarter  of  the  price  of  a  ticket  on 
a  Long  Island,  N.Y.  tour  bus  and  one- 
third  of  the  price  of  a  small  airplane 
goes  to  pay  this  tax.  Soon  large  cities 
will  have  to  spend  as  much  on  this  tax 
as  they  currently  do  on  fire  and  sanita- 
tion. No  legislature  approved  this 
highly  regressive  tax. 

What  is  this  tax?  It  is  called  tort 
liability. 

To  get  a  sense  of  the  magnitude  of 
the  tax,  just  take  a  look  at  a  few  recent 
court  cases:  A  jury  awards  $986,000  to 


a  woman  who  claims  she  lost  her  psy- 
chic powers  after  a  CAT  scan;  an  oc- 
cupant of  a  telephone  booth  crashed 
into  by  a  drunk  driver  collects  from 
the  booth  manufacturer. 

Forbes  has  often  lamented  the 
costs  to  the  U.S.  economy  of  the  cur- 
rent explosion  of  such  cases.  Now  a 
remarkable  new  book,  Liability:  The  Le- 
gal Revolution  audits  Consequences  (Ba- 
sic Books,  $19.95),  cites  some  hair- 
raising  examples  of  a  legal  system 
spinning  dangerously  out  of  control. 
The  author,  Peter  Huber,  brings  broad 
credentials  to  the  subject:  He  has  a 
Ph.D.  in  mechanical  engineering  from 
MIT  and  a  law  degree  from  Harvard, 
and  he  is  now  a  senior  fellow  of  the 
Manhattan  Institute,  a  public  policy 
think  tank. 

His  book  shows  convincingly  how 
the  expanding  tort  liability  system  is 
raising  the  cost  of  living  and,  even 
worse,  is  threatening  our  internation- 
al competitiveness. 

In  the  wonderful  world  of  tort  li- 
ability, old-fashioned  notions  of 
"cause"  and  "fault"  and  "contracts" 
have  been  tossed  out  in  favor  of  a 
system  that  seeks  to  compensate  vic- 
tims, regardless  of  who  is  at  fault,  and 
that  allocates  funds  from  those  who 
have  them  (corporations  and  insurers) 
to  those  who  supposedly  need  them — 
and  to  their  lav^ers.  In  leaning  to- 
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ward  "deep  pocket"  liability,  U.S. 
courts  have  adopted  a  version  of  the 
old  Marxist  slogan,  "From  each  ac- 
cording to  his  ability,  to  each  accord- 
ing to  his  need." 

Who  created  this  mess?  Who  loaded 
such  taxes  on  Americans? 

Huber  lays  the  blame  directly  on  a 
small,  but  very  influential,  coterie  of 
legal  academicians  and  judges  who 
have  for  30  years  been 
transforming  traditional 
tort  liability  into  the  giant 
social  lottery  scheme  of  to- 
day. The  ticket  to  the  lot- 
tery is  an  injury,  real  or 
imagined.  This  seems  a 
poor  way  to  run  a  lottery. 

Huber  points  the  finger 
of  blame  at  specific  indi- 
viduals. There  are  Califor- 
nia Supreme  Court  Justice 
Roger  Traynor  and  Guido  Calabresi, 
dean  of  the  Yale  Law  School.  These 
and  like-minded  people,  he  says,  im- 
patiently swept  away  a  common  law 
tradition  that  focused  on  the  sanctity 
of  contracts  and  their  allocation  of 
risk  between  buyers  and  sellers. 

As  a  consequence  of  their  presumed 
good  intentions,  courts  are  no  longer 
just  a  forum  for  determining  legal  in- 
lury  and  assigning  liability;  they  now 
function  as  middlemen  disbursing  in- 
surance payments  to  victims. 

However  much  fun  this  lottery  may 
be  for  the  attorneys,  society  is  paying 
a  price  far  beyond  the  mere  dollar 
value  of  the  awards  and  the  attendant 
increase  in  insurance  costs.  We  now 
have  a  system  that  adds  enormous 
uncertainty  to  nearly  any  business  de- 
cision. Writes  Huber:  "One  thing  is 
certain:  Whether  or  not  we  stand  para- 
lyzed in  the  grip  of  tort  liability,  other 
countries  around  the  world  will  not. 
Legal  structures  that  promote  friction 
and  conflict  among  Americans  most 
certainly  also  undcnnine  our  ability 
to  compete  against  others." 

Why  does  the  "tort  tax"  add  billions 
to  the  price  tags  of  American  goods 
sold  abroad?  Because  every  product 
includes  the  prospective  costs  of  tort 
liability.  In  addition,  U.S.  tort  law 
hampers  American  companies  com- 
peting against  foreign  corporations  in 
our  domestic  markets.  How?  Since 
U.S.  liability  costs  constitute  such  a 
large  portion  of  the  overhead  of  new, 
innovative  technologies,  foreigners 
can  develop  their  products  abroad 
without  being  weighed  down  by  this 
element  of  overhead,  and  then  can 
enter  the  U.S.  market  after  courts 
have  sorted  out  the  liability  issues 
among  American  manufacturers. 

U.S.  research  and  development  has 
been  slowed,  if  not  halted,  in  many 
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areas  where  once  we  were  the  world's 
leaders.  For  example,  between  1965 
and  1985  the  number  of  vaccine  man- 
ufacturers declined  by  more  than  half, 
and  by  1986  there  was  only  a  single 
supplier  for  vaccines  against  polio,  ru- 
bella, measles,  mumps  and  rabies. 
Some  universities  refuse  to  license 
patents  to  small  companies,  fearing 
that  plaintiffs  suing  over  a  patent-re- 
lated product  would  also 
reach  for  the  deeper  pock- 
ets of  the  university.  Prod- 
uct development  in  the 
small  aircraft  and  repro- 
ductive technologies  in- 
dustries has  been  dramati- 
cally slowed. 

Huber:  "Across  the 
board,  modern  tort  law 
weighs  heavily  on  the  spir- 
it of  innovation  and  en- 
terprise. .  .  .  Under  jury  pressure,  the 
new  touchstones  of  technological  le- 
gitimacy have  become  age,  familiarity 
and  ubiquity.  It  is  the  innovative  and 
unfamiliar  that  is  most  likely  to  be 
condemned."  Last  year  in  Forbes, 
Huber  doubted  whether,  under  pres- 
ent conditions  of  product  liability, 
Henry  Ford  would  ever  have  been  able 
to  bring  out  the  Model  T  or  the 
Wright  brothers  to  get  off  the  ground. 
The  problem  is  that  new  technol- 
ogies— such  as  the  Model  T  once 
was — have  no  record.  So.  led  by  plain- 


tiffs' lawyers,  many  a  jury  has  engage 
in  technological  witch-hunts  lookin 
for  nonexistent  "design  defects."       ■ 

Getting  out  of  this  dismal  situatioi 
will  not  be  easy.  The  plaintiff's  ba 
screams  bloody  murder  whenevc 
anyone  suggests  even  mild  reformej 
Only  a  hodgepodge  of  half -measure 
have  been  taken  by  states,  e.g.,  put 
ting  caps  on  pain  and  suffering  dam 
ages  and  punitive  damages.  Huber  fa 
vors  "neocontractual"  solutions,  o 
new  ways  of  enforcing  contracts,  m 
eluding  a  vastly  expanded  role  fo 
first-party  insurance. 

Meanwhile,  the  costs  mount 
Huber  cites  statistics  showing  tha 
damage  claims  against  cities  doublet 
between  1982  and  1986.  The  probabil 
ity  that  a  plaintiff  will  win  his  sui 
also  has  dramatically  increased,  fron 
a  range  of  20%  to  30%  in  the  1960s  ti 
more  than  50%  in  the  1980s.  And  thi 
average  judgment  rose  fivefold,  fron 
an  inflation-adjusted  S50,000  in  th< 
1960s  to  more  than  $250,000  in  th( 
1980s.  The  first  jury  verdict  exceedinj 
SI  million  came  in  1962;  today  then 
are  more  than  400  per  year. 

Huber  doesn't  say  it,  but  we  will 
The  tort  tax — while  enriching  a  hand 
ful  of  people — IS  doing  more  harm  tc 
the  U.S.  economy  and  to  the  balance 
of  trade  than  all  the  alleged  untai 
trade  practices  by  foreign  countnc; 
put  together.  ■ 


Wbeelabrators  big  problem  is  where  to  site 
7WW  plants  for  turning  garbage  into  ener- 
g]'.  Mike  Dingman  seems  to  have  solved  it. 

Breaking  the 
garbage  blockade 


By  James  Cook 


icHAEL  DiNGMAN,  the  ebul- 
lient boss  of  Hampton,  N.H.- 
based  Henley  Group,  Inc., 
has  always  had  a  near  genius  for  hav- 
ing his  cake  and  eating  it  too.  In  1983 
he  sold  Wheelabrator-Frye,  the  envi- 
ronmental services  outfit  he  had  put 
together  in  the  course  of  12  years,  to 


giant  Signal  Cos.,  and  then  wound  up 
running  much  of  the  show  at  Signal 
himself.  About  three  years  later  Sig- 
nal sold  out  again,  this  time  to  Ed- 
ward Henncssy's  Allied  Corp.,  and 
though  Dingman  didn't  make  the  top 
spot,  he  wound  up  overseeing  a  faii; 
chunk  of  Allied-Signal's  assets,  in- 
cluding Wheelabrator-Frye,  that  were 
split  off  to  form  the  patrician-sound-j 
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Introducing 

SMARTLEASE 


byGMACj 


Take  a  new  look  at  leasing  and  low  monthly  payments 


Look  at  SmartLease 

G  MAC'S  got  something  new  for 
you  to  look  at  when  you  re  look- 
ing for  your  next  new  GM  dream. 
Introducing  SmartLease- 
GMAC's  new  leasing  program 
designed  to  get  you  into  a  lot  of 
car  or  light  truck  without  tying  up 
a  lot  of  your  money 
Look  at  low  monthly  payments 
SmartLease  payments  are  based 
on  normal  lease  financing  costs 
and  that  portion  of  your  vehicle's 
value  that  you  actually  use  dur- 
ing the  lease  period -in  other 
words,  the  depreciation.  So. 
paying  for  only  a  portion  of  your 
vehicle's  value  keeps  your  monthly 
payments  low 

Look  at  little  or  no  down 
payment 

A  smart  financial  move. 
SmartLease  can  get  you  into  the 
GW  vehicle  of  your  dreams  with 
'ttle  or  no  down  payment  So  you 


can  use  your  money  for  other 
things  -  to  invest  or  spend  as 
you  please. 

Look  at  special  introductory 
offers 

To  help  keep  monthly  payments 
low,  GI\/IAC  is  offering  qualified 
lessees  SmartLease  at  special 
introductory  prices  on  selected 
models  till  December  31.  And  a 
one-year  membership  in  the  G/Vf 
Travel  Plan  at  no  extra  charge. 
Look  at  your  options 
When  you  want  a  new  GM  car 
or  light  truck,  your  options  are 
clear  You  can  purchase  your 
vehicle  with  cash.  You  can 
finance  it  Or  you  can  ask  for 
SmartLease  With  SmartLease, 
as  with  GMAC  financing,  you  can 
usually  drive  home  the  vehicle  of 
your  dreams  within  an  hour  At 
the  end  of  your  lease,  you  can 
buy  your  vehicle  at  the  price  that 
was  set  when  you  signed  the 


lease  [not  available  in  Wisconsin]. 
Or  you  canjust  walk  away 
SmartLease  gives  you  that 
option,  too. 

Look  at  SmartLease -only  at 
your  GM  dealer 

SmartLease  is  available  on 
every  new  GM  car  or  light  truck. 
And  It's  available  only  at  GM 
dealers.  So.  if  you  are  looking  for 
the  smart  way  to  drive  home 
the  new  car  of  your  dreams, 
ask  your  GM  dealer  about 
SmartLease  today  Or  stop  in 
and  ask  for  your  free  copy  of  the 
SmartLease  brochure.  "The 
Smart  Way  To  Drive  A  New  GM 
Car  Or  Truck"  Once  you  ve 
looked  into  it,  automotive  leasing 
may  never  look  the  same  to 
you  again. 

GMAC  is  an  Equal  Credit 
Opportunity  Company 

Chevrolet  •  Pontiac  •  Oldsmobile 
Buick  •  Cadillac  ■  CMC  Truck 


v  example,  a  48-month  lease  on  a  $12,000.00  MSRP  vehicle  results  in  48  equal  monthly  payments  ol  $222.58.  Total  ol  monthly  payments 
0,681.00.  Tax.  license,  title  lees  and  insurance  extra.  First  months  payment  plus  $225.00  refundable  secunty  deposit,  for  a  total  of  $447.58 
e  at  lease  signing.  Mileage  charge  of  8  cents  per  mile  over  60,000.  Purchase  option  price  for  this  example  is  $4,884.00  Purchase  option 
'e  is  fixed  at  lease  signing  and  varies  by  vehicle  model,  usage  and  length  of  lease.  Lessee  is  responsible  for  excessive  wear  and  use. 
■se  IS  subiect  to  approval  by  GMAC  c  7988  General  Motors  Acceptance  Corp.  All  Rights  Reserved. 
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FORmC  500  COMFIVD 

HAS  BEEN  MERGED 

OUTOFEXISTENCL 
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We  have  all  seen  how  surprise  takeover  tactics  have  caused  com- 
panies to  disappear.  How  stockholders,  customers,  employees 
and  communities  have  been  affected.  It's  no  wonder  that  "takeover  defense" 
has  become  a  part  of  prudent  corporate  planning.  The  wonder  is  that 
many  defenses  have  been  too  little,  too  late. 

At  Prudential-Bache  Capital  Funding,  we  believe  it's  vital  to  be  pro- 
active rather  than  re-active.  To  preempt  marketplace  predators  with  creative 
strategies  designed  to  enhance  shareholder  values.  To  act  long  before 
unsolicited  acquirers  intervene. 

We  call  it  The  Power  Defense.  Essentially,  it's 
taking  the  profit  out  of  the  takeover.  Recognizing  the 
vulnerability  created  by  undervalued  assets.  Bringing 
hidden  values  to  light  in  a  way  the  market  can  appre- 
ciate. Acting  early  to  find  financial  solutions  to  the 
problem  of  takeover  susceptibility 

Of  course,  tactical  defensive  measures,  including 
poison  pills  and  other  tools,  are  important.  We  know 
them,  we  use  them.  The  skilled  professionals  in  our 
defense  group  have  advised  hundreds  of  companies  on  the  use  and  design 
of  traditional  defenses.  But  The  Power  Defense  is  more.  It  also  includes: 
D  An  M&A  Department  that  has  announced  or  closed  approximately 
$20  billion  of  deals  in  the  past  18  months,  staffed  with  professionals 
who,  collectively,  have  more  than  200  years  of  deal  experience. 
D  A  global  network  of  investment  banking  relationships  and  equity 
research  contacts  to  mobilize  aggressive  divestiture  and  acquisition 
programs, 
n  Quick  access  to  billions  in  capital  including  merchant  banking, 
public  market  and  private  market  funds  to  finance  recapitalizations 
and  restructurings.  In  the  past  year  and  a  half,  our  merchant  banking 
unit  alone  has  provided  or  made  commitments  to  provide  funds  for 
transactions  having  aggregate  values  of  over  $3  billion. 
The  Power  Defense,  the  compelling  alternative.  It's  something  to  think 
about  when  you're  selecting  a  financial  advisor  to  help  manage  your 
company's  destiny. 


Prudential-Bache  Capital  Funding  ym 


Boston  •  Chicago  ■  Dallas  •  Los  Angeles  •  New  York  •  St.  Louis  •  San  Francisco 
Frankfurt  •  Hong  Kong  •  London  •  Melbourne  •  Seoul  •  Sydney  ■  Tokyo  •  Toronto 


THE  POWER  DEFENSE  is  a  service  mark  of  Pi-udenlial-Bache  Capital  Funding- 


ing  Henley  Group. 

Dingman  is  still  tinkering.  He  now 
plans  to  split  off  Henley's  waste-to- 
energy  holdings  as  a  public  company, 
Wheelabrator  Group,  and  eventually 
merge  Group  with  its  60% -owned 
Wheelabrator  Technologies  affiliate. 
In  the  process,  he  would  cede  stock 
control  of  the  merged  companies  to 
Oak  Brook,  lU.-based  Waste  Manage- 
ment, Inc.,  without  ceding  manage- 
ment control  along  with  it. 

The  proposed  link  with  Waste  Man- 


agement is  not  simply  another  stage 
in  Henley's  continuing  metamorpho- 
sis. It  is  a  dazzling  bid  to  solve  one  of 
Wheelabrator's  most  difficult  prob- 
lems— finding  communities  willing 
to  accept  plants  that  incinerate  gar- 
bage and  turn  it  into  energy.  On  that 
crucial  count,  the  deal  with  Waste 
Management  figures  to  help  greatly. 

Until  now,  Wheelabrator  has  done 
pretty  well  on  its  own.  It  currently 
ranks  second  only  to  Ogden  Corp.'s 
Ogden  Martin  Systems,  Inc.  in  the 


ClMiniuin  Paul .Montrom' ai  U/vc;   v,  itar's  iicu Millhioy  ucistc-to-etioxx pkml 
Two  plants  a  year  was  Jar  from    i  ^eting  the  pent-up  demand. 
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waste-to-energy  business,  and  was 
to-energy  is  still  one  of  the  mt| 
promising  growth  areas  in  all  U.S 
dustry.  No  fewer  than  57  comp, 
have  moved  into  the  business,  acco: 
ing  to  Governmental  Advisory  Asil 
ciates,  a  New  York  consulting  fir 
and  Wheelabrator  and  Ogden  Man 
Systems,  with  close  to  45%  of  t 
market  between  them,  are  the  dorl 
nant  players. 

But  it  took  a  decade  for  the  was 
to-energy     business      (Wheelabral| 
Chairman  Paul  Montrone  prefers 
call  it  "resource  recovery")  to  get  i| 
the  ground.   Wheelabrator  launc 
its  first  waste-to-energy  plant  in  19 
but  didn't  get  another  into  operatic 
until  1983.  Since  then,  the  pace  hi 
speeded  up  greatly.  Wheelabrator  h 
put  seven  new  waste-to-energy  plar| 
mto  operation  in  the  past  five  yea 
has  another  four  currently  imder  c^ 
struction  and  a  dozen  others  on  t 
drawmg  board.  What  made  the  diff 
ence?  In  the  interim,  energy  conserv] 
tion  had  come  into  vogue  and  en 
ronmental  restrictions  began  closi 
down  landfills  everywhere. 

Wheelabrator  has  gone  its  own  w 
m  building  its  business.  Instead 
working  out  long-term  contracts  wi 
municipalities    to    dispose    of    thi 
waste,  as  Ogden  has  done,  Wheelab: 
tor  builds  plants  for  the  open  m 
ket — generally  in  areas  where  lo 
landfills  are  slated  to  close  down 
and  counts  on  prospective  custom 
to  beat  a  path  to  its  door.  The  pro 
potential  is  a  lot  higher  because  t 
fees  are  set  by  the  market  rather  th 
fixed  by  contract. 

Until  now,  too,  the  firm  has  be 
more  of  an  engineering  and  const 
tion  company  than  a  resource  reco 
cry  one.  The  bulk  of  sales  and  ea 
mgs  have  come  from  Rust  Intern 
tional    Corp.,    the    engineering 
construction  subsidiary  that  design 
and  built  many  of  its  waste-to-enerj 
plants.  But  that's  changing.  Oper| 
tions    and    maintenance    revenu 
mainly  from  resource  recovery  plan 
have  risen  from  14%  of  total  revenu 
in  1985  to  25%  last  year  and  are  mo 
ing  up.  Such  revenues  not  only  rec 
yearly  but  they're  also  more  stab 
and  much  more  profitable.  That's  t 
big    reason,    though    Wheelabrato 
sales  have  gone  up  less  than  20%  ( 
SI  billion)  since  1985,  that  eaminj 
have  risen  nearly  250%  (to  $25.1  mi 
lion).  In  this  year's  first  half,  earning 
were  up  another  50%,  with  revenut 
virtually  unchanged. 

"It  takes  years  for  revenues  to  buil 
up,"  says  Montrone,  who  is  presider 
of  Henley  (under  Dingman)  as  well  a 
Wheelabrator  chairman.  "Aside  fror 
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imr  search  for  excellence  is  over! 

I 

Uniforce Temporary  Personnel... 


...like  a  flame  in  the  darkness,  sheds  light  on  your  search 

for  excellence  by  providing  payroll-cost  controls. 

staffing  flexibility  and  increased  productivity.  — 

Across  America,  individually  owned 
Uniforce  offices  will  brighten  your  day      ^ 
by  helping  you  with  the  planned 
use  of  performance-guaranteed, 
temporan/  personnel  in  hundreds 
of  skill  categones.  i 

Uniforce  personnel  profes-  M 

sionals  are  waiting  for  your  call 
to  help  you  custom  match  our 
quality  temps  to  your  exact 
needs. ..one  or  one  hundred 
for  a  day.  a  week,  a  month 
or  longer.  Excellence  at 
a  moment  s  notice! 


unirdrce 

temporary  services 


Franchises  available  in  select  areas  for  qualified  candidates,  For  information  call  (516)437-3300. 


The  Millbury  resource  recovery  plant  tiear  Worcester,  Mass. 
The  garbage  heat  a  path  to  its  door. 


energy  costs  and  inflation,  what  really 
shapes  your  earnings  is  how  many 
plants  you  have  operating  and  how 
many  plants  are  coming  down  the 
line — that's  the  bottom  line  in  this 
business." 

Wheelabrator's  growth  would  be 
even  brisker  were  it  not  for  the  in- 
creasing difficulty  it  has  in  siting  new 
waste-to-energy  plants.  "At  this 
point,"  says  Montrone,  "the  need  is  so 
pent  up,  we  should  be  looking  at  five 
to  ten  plants  a  year,  and  we're  looking 
at  only  two  or  three." 

That's  where  the  deal  with  Waste 
Management  comes  in.  As  the  U.S.' 
largest  private  garbage  collector. 
Waste  Management  could  hardly  ig- 
nore waste-to-energy.  It  had  built  a 
1,000-ton-a-day  plant  in  Tampa  and 
had  a  2,250-ton-a-day  project  in 
Broward  County,  Fla.  But  these  ven- 
tures seemed  to  be  nothing  more  than 
holding  actions.  "They  were  dabbling 
in  It  as  a  defensive  move,"  Montrone 
guesses.  "They  either  had  to  jump  in 
and  build  an  organization  or  partici- 
pate with  somebody  else." 

That  somebody  else  was  Wheela- 
brator,  which  last  summer  swapped 
22%  of  its  stock  for  Waste  Manage- 
ment's waste-to-energy  operations. 
The  acquisition  brings  no  added  ex- 
pertise to  Wheelabrator.  What  it  does 
bring — and  it's  more  than  enough  to 
justify  the  deal  all  by  itself — is  the 
exclusive  option  to  dump  incinerator 
ash  and  build  waste-to-energy  plants 
at  87  Waste  Management  landfills  in 
the  U.S.  and  Canada. 

The  ability  to  dump  ash  containing 
toxic  waste  generated  by  the  mcinera- 
tion  process  at  Waste  Management's 
sites  is  not  the  stuff  of  high  drama. 
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"It's  a  money  thing,"  Montrone  says. 
"If  we  didn't  buy  rights  to  dump  ash 
from  them,  we'd  buy  it  from  some- 
body else."  Far  more  important  is  the 
right  to  build  new  waste-to-energy 
plants  on  those  sites.  "One  of  the  easi- 
est places  to  site  these  new  plants  is 
an  existing  landfill.  It's  going  to  give 
us  better  odds  on  sites  and  faster  ap- 
proval. We  need  to  have  sites.  It's  the 
ability  to  grow." 

There  is  another  angle  to  the  trans- 
action. What  Waste  Management  got 
was  a  22%  interest  in  Wheelabrator 
Technologies,  the  repository  for  Hen- 
ley's waste-to-energy  operations  that 
Dingman  took  public  just  over  a  year 
ago.  In  September  Dingman  proposed 
to  split  off  Henley's  60%  interest  in 
Technologies  plus  its  direct  interest 
in  various  Technologies  waste-to-en- 
ergy plants  and  use  them  to  form  yet 
another  entity  called  Wheelabrator 
Group.  The  probability  is  that  the  two 
Wheelabrators  will  in  tum  be  merged 
into  a  single  company  in  which  Waste 
Management  would  still  have  a  22% 
interest  but  Henley  a  mere  7.2%, 
though,  because  of  its  unsurpassed 
technology  and  managerial  skills,  it 
would  still  run  the  company. 

"At  Henley,"  Montrone  goes  on, 
"we're  switching  to  an  investor  mode 
again.  When  you  bought  Henley,  you 
bought  a  bunch  of  assets.  What  we're 
trying  to  do  is  separate  the  Wheelabra- 
tor assets  from  Henley  so  our  share- 
holders can  participate  in  its  growth 
and  make  individual  decisions  about 
how  long  they  want  to  hold  it." 
Chances  are  Henley  retains  the  same 
option  for  itself. 

In  short,  as  always,  having  its  cake 
and  eating  it  too.  ■ 


A  company's  standard 
excellence  sets  It  apart  fiL 

rest.  In  this  case,  it's  i  o 
what  brings  companies  toed 
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For  further  informations 

the  companies  of 
USF&G  Asset  Managemi 
call  1-800-228-8734 

c  1988  USfiG  Financial  Seivices  Coipoialion 


A  bigger  future  begins  with  a  look  at  the  big  picture.  Ancf^ere  are 
no  tools  more  visionary  to  manage  your  assets-people,  money/ property   ASSEfMANAGEMENT 
and  equipment-than  thejompaniesof  USF&G  Asset  ManagementGorporate  power  tools. 
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THE  BMW  7-SERIES*  IT  BRINGS      ^^  ^"^^^t  ^^^^  industry  observer  dceiub 

NEW  BLOOD  TO  A  CLASS  OF  AUTOMOBILE  wodds  first  sports  limousine  , 

THAT  CAN  CERTAINLY  BENEFIT  FROM  IT.  it  s  an  astonishingly  roomy  qui 
An  eight-year,  biUion-dollar  quest  to  rethink  sanctuary  whose  inventive  amenitiea 
every  aspect  of  the  luxury  car  has  produced      can  even  include  a  telephone  as  stan^ 

«■  W»8  BMW  o(  Notlh  America.  Inc  The  BMW  iradcniirk  and  logo  an-  n  l'imi  tid 


ipment.  Yet  it  moves  with  tne  torce  of  a 
ricane  and  handles  with  the  exhila- 
ig deftness  of  a  true  European  sports  car. 
t  is  called  the  BMW  7-Series.  And  the 
I- to-do  have  paid  the  sincerest  of  tributes 


by  buying  it  in  gratifying  numbers. 

Which  proves  our  contention  that,  con- 
trary to  proverbial  wisdom,  many  of  ^ 
them  would  rather  not  be  idle . 

THE  ULTIMATE  DRIYING  MilCHINEr 


Southwest  Airlines  Chairman  Herb  Kelleher 
is  moving  his  high-strength  regional  carrier 
into  much  bigger  leagues. 


Risk  taker 


I 
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By  John  H.  Taylor 


SOUTHWEST  Airlines  Co.  Chair- 
man Herb  Kelleher  likes  to  ex- 
plain why  his  Dallas-based  air- 
line removed  the  closets  at  the  front 
of  its  planes.  It  wasn't  to  add  more 
revenue-producing  seats.  It  was  to 
save  time. 

Like  this:  Under  Southwest's  open- 
seating  plan,  the  first  people  on  the 
plane  always  got  to  the  closets  first 
and  then  grabbed  the  nearest  seats. 
When  the  plane  landed,  departing  pas- 
sengers were  always  held  up  while  the 
people  in  the  front  rows 
scrounged  through  the  closets 
for  their  bags,  which  by  then 
had  been  pushed  to  the  rear  of 
the  closets. 

Intolerable  at  Southwest, 
where  nearly  85%  of  its  flights 
have  turnaround  times  of  15 
minutes  or  less.  Out  went  the 
closets. 

Since  its  birth  as  a  tiny  Tex- 
as commuter  airline  in  1971, 
Southwest  has  grown  into  the 
nation's  ninth-largest  airline 
(1987  revenues,  $778  million) 
by  devoting  enormous  atten- 
tion to  such  details.  Combin- 
ing convenience,  customer 
satisfaction  and  low  fares, 
Southwest  has  wrested  a  re- 
markable 16%  average  return 
on  equity  over  the  last  eight 
years,  tied  for  tops  with  USAir 
among  the  major  airlines. 
"We're  the  product  of  1,000 
small  decisions,  all  designed 
to  achieve  simplicity,"  Kel- 
leher says.  To  keep  things  as 
simple  and  basic  as  possible, 
Southwest  serves  no  meals,  of- 
fers no  reserved  or  first-class 
seating,  issues  reusable  board- 
ing passes  and  makes  no  con- 


nections with  other  airlines. 

Now,  however,  Kelleher  is  testing 
the  limits  of  Southwest's  finely  honed 
system.  He  has  embarked  on  a  major 
expansion,  one  that,  if  successful,  will 
double  the  size  of  the  airline  by  1994. 
Kelleher  is  invading  the  intensely 
competitive  Midwest  and  West.  In  ad- 
dition to  Detroit  and  Chicago,  where 
Southwest  already  offers  service,  he  is 
expected  to  go  to  Cincinnati,  India- 
napolis, Columbus  and  Cleveland. 
(Kelleher  refuses  to  fly  farther  east 
because  traffic  congestion  would 
wreak  havoc  on  his  tight-as-a-drum 


Phil  HubcrBlack  Sur 


Sontbitvst  Airlhies  Clxiinna>i  Her/)  Kelleher 
Decisions  designed  to  achieve  simplicity. 


schedule.) 

In  the  West  he  will  add  flights 
tween  his  existing  markets,  suchs 
Albuquerque  and  Los  Angeles,  Ph 
nix  and  San  Diego,  El  Paso  and  Ph 
nix.  Today  about  40%  of  Southwe 
flight  capacity  is  devoted  to  routes! 
the  energy  belt.  Within  six  years  Ii| 
leher  thinks  that  figure  will  drop" 
15%  to  20%.  All  he  has  to  do  is  m  - 
cle  past  the  monster  of  the  Midw<j|i 
United,  not  to  mention  Americ ,' 
which  is  piloted  by  Robert  Crand  , 
about  as  rough  a  competitor  as  th ; 
is  these  days. 

Kelleher's    ambition    has    tripp 
him  up  before.  After  a  bitter  fare  v  r 
with   Frank   Lorenzo's   Continent 
Kelleher  last  year  had  to  close  Tr.-, 
Star  Airlines,  a  Houston  carrier 
quired  two  years  earlier.  The  resvl 
Southwest  made  only  $20  million 
1987,  a  60%  drop  from  1986.  Net  m 
gins  fell  from  a  lofty  6.5%  in  1986 
an  industry-average  2.6% . 

This  setback  notwithstanding,  K 
leher  clearly  knows  how  to  run 
tight  ship.  Although  it's  locked 
fare  war  ($29,  one-way,  Phoenix- 
Angeles)  with  America  West  in  Phi 
nix,  for  example.  Southwest  con 
ues  in  the  black  on  that  run.  How? '. 
keeping  its  planes  full;  the  low  faij 
are  encouraging  more  travel.  Sout 
west's   flights   are   running   70% 
80%   full.   Even  in  Chicago,   whe 
Southwest  was  virtually  ul 
known  when  it  began  servil 
three  years  ago,  passenger  trq 
fie  has  quadrupled. 

Kelleher  is  an  irreverei 
New  Jersey  native  who  quoti 
Einstein  or  Robert  Frost  oif 
minute  and  then  regales  yc 
with  an  earthy  story  the  nes 
He  has  been  known  to  we 
jungle-print  shorts  on  busineJ 
flights  to  Houston.  Employe^ 
love  him. 

In  his  cluttered  office  ne 
Dallas'  equally  cluttered  Loii 
Field,  Kelleher  tugs  at  an  evel 
present  cigarette,  noting  th/ 
his  airline  made  $29  million  i| 
the  second  half  of  1987  after! 
$9  million  first-half  loss.  Thi 
year  Southwest  is  on  pace 
earn  between  $45  million 
$50  million,  a  respectable  9^1 
return  on  equity,  while  the  irl 
dustry  is  averaging  betwee;' 
6%  and  7%. 

Herb  Kelleher,  like  Crandal^ 
at  American  and  Lorenzo  a 
Continental,  is  defining  mod 
em  commercial  aviation  as  fa- 
goes.  A  bet  on  Southwest  is 
bet  on  the  man.  On  the  recori 
to  date,  not  a  bad  bet.  ■ 
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A  Message  from  the  Chairman 

D.C.  Staley 

NYNEX  came  into  being  at  a 
time  of  great  upheaval  in  the  U.S. 
telecommunications  industry: 
the  company  was  created  as  part 
of  the  dismantling  of  the  Bell 
System,  which  had  served  the  na- 
tion for  decades.  NYNEX  was 
also  created  at  a  time  of  great  up- 
heaval in  the  technology  of  tele- 
communications. Existing  net- 
works, based  on  copper  wires 
and  electromechanical  equip- 
ment, were  being  replaced  by 
new  technologies.  More  funda- 
mentally, the  nature  and  role  of 
telecommunications  was  being 
reshaped  by  the  growing  impor- 
tance of  computers  and  informa- 
tion processing  equipment. 

All  of  this  meant  critical  chal- 
lenges for  the  new  company, 
which  we  named  NYNEX.  But  it 
also  meant  new  opportunities. 
NYNEX  could  be  many  things, 
but  it  had  to  choose  where  it  want- 
ed to  go  and  how  it  would  get 
there.  Five  years  ago  we  made 
some  hard  choices,  and  now  we 
are  seeing  the  results. 

The  accompanying  article  re- 
ports on  the  path  that  NYNEX  has 
taken  and  recounts  what  the 
company  has  accomplished.  We 
think  it  is  a  record  of  achieve- 
ment, a  record  that  includes  excel- 
lent service  for  our  customers 
and  financial  rewards  for  our 
shareholders.  As  NYNEX  ap- 
proaches its  fifth  birthday,  howev- 
er, we  believe  the  company's 
development  and  growth  so  far  is 
only  a  prologue  to  important 
achievements  that  still  lie  ahead. 
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Today,  a  growing  proportion  of  NYNEX's 
networks  rely  on  fiber  optics  and  digital 
computer  based  systems  to  provide  im- 
proved reliability  in  routing  voice,  data, 
and  video  througtiout  the  network. 


MUVtn  I  lOCIVICIN  I    ^ 

NYNEX.  Does  that  name  ring 
a  bell?  NYNEX  is  a  very  young 
company— it  began  operations 
on  January  1 ,  1984 — yet  has  a 
hundred-year  tradition  of  excel- 
lence in  telecommunications.  It's 
a  startup  company— yet  began 
life  with  nearly  $20  billion  in  as- 
sets. It's  a  company  that  has 
been  freed  of  a  laundry  list  of  regu- 
lations, yet  it  is  still  faced  with 
regulatory  constraints  limiting  its 
activities.  When  NYNEX  was 
created  as  a  result  of  the  disman- 
tling of  the  Bell  System,  it  was 
not  confined  to  a  limited  role  as  a 
northeastern  subsidiary.  In- 
stead, it  was  somewhat  free  to 
shape  its  own  future.  This 
young  company  was  decisive  in 
determining  what  it  wanted  to 
be  when  it  grew  up,  however,  and 
in  its  brief  life  span,  NYNEX  has 
created  a  new  kind  of  enterprise. 

NYNEX,  whose  principal  sub- 
sidiaries are  New  York  Telephone 
and  New  England  Telephone,  is 
still  "the  phone  company"  for 
10.5  million  telephone  custom- 
ers in  seven  northeastern  states, 
but  it's  much  more  as  well. 
NYNEX  develops  and  sells  soft- 
ware in  the  U.S.  and  abroad.  Its 
NYNEX  Business  Information 
Systems  Company  markets 
telecommunications  hardware  as 
well  as  software  throughout  the 
U.S.  It  provides  cellular  mobile 
telephone  services  throughout 
the  northeastern  U.S.  And  it  pub- 
lishes telephone  directories, 
provides  equipment  financing, 
and  offers  an  assortment  of  oth- 
er services.  NYNEX  does  all  this 
and  more  because  the  commu- 
nications and  information  needs 
of  its  customers  continue  to 
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evolve,  and  the  company  hi 
evolved  with  them. 

Today's  NYNEX  is  a  fami 
companies  with  $23  billion  ir? 
sets  and  $12  billion  in  sales, 
family  of  companies  committi.K 
providing  quality  services  to  ' 
businesses  and  households  iihf 
fields  of  telecommunications 
and  information  systems.  Its  n 
ter  of  gravity  is  still  New  Yorl« 
and  New  England,  yet  its  active 
now  span  the  nation  and  the 
globe.  In  its  brief  life  span,  NY!) 
has  succeeded  in  meeting  cu; 
tomers'  needs  in  the  informal  n 
age  while  generating  attractiv 
financial  returns  for  its  sharehd- 
ers. 

The  evolution  of  NYNEX  ha 
been  driven  by  the  demands  0  if 
marketplace,  and  these,  in  tu , 
reflect  rapidly  changing  econc  if 
and  technological  environ- 
ments. As  the  world  has  been 
stitched  together  into  a  global 
economic  system,  telecommi| 
cations  has  become  increasin 
ly  important.  These  days,  faci 
face  communication  between 
two  individuals  constitutes  01 
small  portion  of  economic  int 
changes;  more  and  more  tran^ 
tions  are  done  via  telecommu 
cations.  Like  telecommunica 
tions,  computer  technology  hi 
become  increasingly  central  t 
wide  range  of  human  activitie: 
Almost  any  business  big  eno 
to  have  a  desk  is  likely  to  hav 
desktop  computer,  and  almo: 
any  activity  that  can  be  comp 
erized  will  be. 

The  dramatic  rise  in  the  im 
portance  of  telecommunicatio 
and  information  services  has 
been  accompanied  by  the  con\ 


(Dollar  amounts  in  millions. 
except  per  stiare  amounts) 


1987 


1986 


1985 


•Amounts  (or  1985  and 
1984  have  been  restated  to 
reflect  the  stock  split  ef- 
fected in  the  form  of  a  100 
percent  stock  dividend 
declared  on  March  20. 
1986  Earnings  per 
^hare  and  book  value  per 
share  have  been  calcu- 
la'ed  net  of  treasury 
shares 


1984^ 
E  9.57I 


Operating  Data 

Operating  Revenues 

$12,084 

$11,342 

$10,314 

$  9,57; 

Net  Income 

$1,277 

$1,215 

$1,095 

$98 

Per  Share  Data* 

Earnings 

$6.26 

$6.01 

$5.42 

$5.0 

Dividends 

$3.80 

$3.48 

$3.20 

$3.01 

Book  Value 

$  45.65 

$43.75 

$41.29 

$  39.0. 

Other  Data 

Total  Assets 

$22,786 

$21,805 

$20,600 

$19,85; 

Capital  Expenditures 

$  2,630 

$  2,402 

$2,115 

$1,85- 

Customer  Access  Lines 

14.415,000 

13,962,000 

13,623,000 

13,225,00( 

Total  Employees 

95,300 

90,200 

89,600 

94.90( 
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gence  of  these  two  technol- 
ogies. Computers  not  only  com- 
pute, they  communicate  with 
distant  computers  and  users;  in- 

i  formation  stored  in  one  place  is 

'  -« I— ^•jr    likely  to  be  processed  in  another. 

^mMEjv    Meanwhile,  telecommunica- 
tions is  now  more  likely  to  involve 

not  only  people  talking  to  peo- 
ple, but  computers  "talking"  to 
computers.  Indeed,  the  integra- 
tion of  telecommunication  mo- 
dems in  computers  and  digital 
systems  in  telephones  has  made  it 
increasingly  difficult  to  find  the 
boundary  between  a  computer 


, ,  NYNEX  Mobile 
'  ommunications 
J,  'pany,  launched 
'[ '  in  1984,  now 
■'is  over  100, 000 
y       customers. 

! 


ugh  the  roots 
.heir  business  are 
ily  planted  in  the 
Iheast,  NYNEX 
branched  out 
)  the  information- 
terns  field  on 
national  level. 
i  most  visible 
/is  through  more 
180  NYNEX 
s/ness  Centers 
OSS  the  nation. 


and  a  telephone. 

In  this  world  of  rapidly  chang- 
ing technology,  NYNEX  realized 
early  on  that  it  couldn't  stay  in 
the  business  of  simply  running  a 
plain  vanilla  telephone  network. 
The  old-time  phone  company  is 
not  the  only  game  in  town  any 
more.  NYNEX  quickly  recognized 
that  if  it  stuck  to  the  old  ways,  it 
would  end  up  becoming  a  com- 
modity supplier  of  voice  com- 
munications while  customers 
would  turn  to  sophisticated  sat- 
ellite systems  and  digital  networks 
for  help  with  complex  telecom- 
munications and  information 
needs.  NYNEX  concluded  that  it 
could  succeed  as  a  leader  in  the 
information  industry  if,  and  only 
if,  it  were  responsive  to  its  cus- 
tomers and  the  demands  of  the 
marketplace.  That  meant  upgrad- 
ing telephone  service  and  add- 
ing to  its  range  of  products  and 
services. 

The  telephone  networks  that 
constitute  the  foundation  for 
NYNEX  serve  a  unique  market- 
place. New  York  Telephone  serves 
most  of  New  York  State  and  a 
small  portion  of  Connecticut.  New 
England  Telephone  serves 
Maine,  Massachusetts,  New 
Hampshire,  Rhode  Island,  and 
Vermont.  The  entire  northeastern 
-U.S.  has  been  at  the  forefront  of 


a  profound  transformation  to  a 
post-industrial  economy  in 
which  manufacturing  activity 
plays  a  reduced  role,  while  vig- 
orous economic  growth  has  been 
registered  in  service  industries. 
The  transition  hasn't  always  been 
an  easy  one,  but  NYNEX  is  serv- 
ing increasingly  prosperous  com- 
munities with  a  growing  con- 
centration of  service-oriented,  in- 
formation-based businesses— 
and  they  rely  heavily  on  telecom- 
munications. 

New  York  and  Boston,  for  ex- 
ample, are  major  financial  cen- 
ters, and  telecommunications  is 
at  the  heart  of  their  financial  insti- 
tutions. Rather  than  bags  of 
gold,  bundles  of  currency  and  pa- 
per checks,  contemporary 
banking  revolves  around  the  tele- 
communications of  electronic 
information  indicating  the  transfer 
of  vast  sums  among  the  memo- 
ries of  bank  computer  systems. 

New  York,  the  center  of  the 
global  banking  marketplace,  has 
become  the  host  to  nearly  500 
foreign  banks  and  scores  of  for- 
eign multinational  companies. 
And  the  electronic  telecommuni- 
cations systems  at  these  institu- 
tions are  linked  to  their  home  of- 
fices and  remain  active  around 
the  clock  and  around  the  world, 
communicating  the  electronic 
information  about  debits  and 
credits  that  now  constitute  the 
world's  coin  of  the  realm. 

Telecommunications  and  in- 
formation systems  are  also  critical 
in  the  securities  industry,  which 
also  is  concentrated  in  the  North- 
east. Buy  and  sell  orders  from 
all  over  the  world  are  telecom- 
municated to  Wall  Street  invest- 
ment houses  and  New  York  finan- 
cial exchanges  for  completion. 
Computerized  book-entry  sys- 
tems record  the  transactions 
and  communicate  the  information 
needed  to  settle  accounts.  Or- 
nate stock  certificates  are  used 
largely  to  paper  the  dens  of  bro- 
kers; the  essence  of  Wall  Street  is 
now  to  be  found  amid  the  rows 
of  screens  and  telephone  lines  set 
out  on  floors  that  have  been 
raised  to  accommodate  the  spa- 
ghetti-like melange  of  cables 
linking  together  participants  in 
modern  financial  markets. 

NYNEX's  exposure  to  indus- 


tries which  live  on  the  phone 
means  it  has  a  demanding  clien- 
tele. They  demand  the  best  in  ser- 
vice because  their  livelihoods 
depend  on  theirtelephones.  When 
they  reach  for  the  phone, 
they're  likely  to  want  more  than  a 
dial  tone.  They  require  the  most 
up-to-date  networks  for  the  trans- 
mission and  distribution  of  in- 
formation in  all  forms  and  for- 
mats, including  voice,  data,  vid- 
eo, and  facsimile. 

NYNEX  has  met  their  needs 
by  continuously  expanding  and 
improving  the  quality  and  range 
of  its  telecommunications  ser- 
vices. In  its  first  five  years, 
NYNEX  has  invested  more  than 
$8.5  billion  in  upgrading  its  net- 
works. Today,  a  growing  propor- 
tion of  these  networks  rely  on 
fiber  optics  and  digital  computer- 
based  systems  to  provide  im- 
proved reliability  in  routing  voice, 
data,  and  video  through  the  net- 
work, offering  clear,  nearly  error- 
free  transmission.  This  techno- 
logically sophisticated  network 
provides  a  superhighway  open 
to  a  range  of  advanced  telecom- 
munications products  offered 
as  the  NYNEX  Pathways®  Ad- 
vanced Network  Services. 

For  example,  NYNEX  DIGI- 
PATH®  digital  service  and  NYNEX 
QUICKWAY®  digital  service  of- 
fer a  private-line  digital-data 
transport  service,  while  NYNEX 
SWITCHWAY®  service  provides 
end-to-end  transmission  and 
slow-scan  video  capabilities. 
NYNEX  INFOPATH®  packet 
switching  service  gives  custom- 
ers access  to  other  computers, 
users'  central  data  bases,  and 
long-distance  carriers.  And 
NYNEX  INTELLIPATH^"  digital 
Centrex  services  offers  sophisti- 
cated alternatives  to  on-premises 
equipment.  NYNEX  has  also 
given  household  consumers  an 
array  of  advanced  services, 
from  call-forwarding  to  group- 
bridging  services  which  allow 
callers  an  opportunity  to  join  in 
group  conversations. 

NYNEX  has  been  a  leader  in 
developing  cellular  mobile  ser- 
vice. NYNEX  Mobile  Communi- 
cations was  launched  in  early 
1984  and  now  has  more  than 
100,000  customers.  The  mobile 
phone  has  quickly  evolved  from 
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Picture  it.  Their  data  system  was  good. 

But  now^  with  the  instant  success  of  their  Spectra® 
camera^  suddenly  good  wasn^t  good  enough. 

!©#$%&*()!  Trouble. 

So  Polaroid  called  in  NYNEX— one  of  the  informatioi 
industry's  favorite  troubleshooters. 

And  NYNEX  designed  an  integrated  voice  and  data 
network  that  connects  all  eleven  Polaroid  locations. 

And  makes  everything  from  inventory  to  finance  tc 
technological  analysis  faster.  Easier.  And  more  cost-effective. 

There  were  simply  no  negatives. 

The  NYNEX  family  of  companies  would  lil<e  to 
work  with  you^  too. 
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We  offer  you  everything  from  computer  networks^ 
o  computers^  to  software^  to  the  services  provided  by 
^ew  England  Telephone  and  New  York  Telephone.  And  more. 

CaU  us  at  1  800  535-1535. 

Discovering  the  ansv/er  is  NYNEX  could  be  a 
ong-term  boon  to  your  business. 

We^re  hardly  a  flash  in  the  pan. 


Need  to  communicate?  Need  to  compute?  The  answer  is 


NYNEX 
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THE 
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IS 

NYNEX 
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a  status  symbol  and  a  toy  for 
techies  to  an  indispensable  tool 
in  increasing  efficiency  and  pro- 
ductivity. New  NYNEX  data 
transnnission  systems  allow  medi- 
cal personnel,  investment  bro- 
kers, courier  services,  and  others 
to  transmit  and  receive  voice 
and  data  services  in  their  cars 
through  the  NYNEX  cellular  net- 
work. 

While  strengthening  its  tele- 
phone ser>/ices,  NYNEX  has  re- 
sponded to  the  convergence  of 
communications  and  computer 
technology  by  staking  out  a 


NYNEX  jumped  into  the  global  arena  when  NYNEX  International 
Company  opened  offices  in  New  York,  Geneva,  Hong  Kong  and 
London.  The  BIS  Group  Ltd. ,  based  in  London,  is  a  member  of 
the  NYNEX  Information  Solutions  Group,  Inc.  BIS  Applied 
Systems  Principal  Consultant  Robert  Little  (left)  and  London  Busi- 
ness Development  fi^anager  John  Maher  are  two  of  the 
specialists  who  serve  the  Company's  International  customers. 


Strong  position  at  their  intersec- 
tion. Everybody's  vision  of  the 
office  of  the  future  relies  heavily 
on  telephone  and  computer 
equipment  linked  together.  Infor- 
mation management  is  critical 
to  many  contemporary  business- 
es; for  a  growing  number  of 
businesses,  information  manage- 
ment is  their  business.  They 
need  hardware  and  software,  data 
bases  and  telecommunications 
systems  that  all  work  with  one 
another.  A  truly  integrated  infor- 
mation-management system  has 
gone  from  a  pipe  dream  to  a 
basic  requirement  in  a  short  peri- 
od of  time. 

Once  telephone  equipment 
could  only  be  rented  from  the 
phone  company  and  you  could 
have  anything  you  wanted  as  long 
as  it  was  a  basic  black  phone. 
Now  customers  can  choose 
whether  to  buy,  lease,  or  rent 
their  equipment;  they  can  tailor 
that  equipment  to  their  needs, 
and  even  style  it  to  fit  their  decor. 


It's  not  just  phones  that  organi- 
zations are  acquiring,  but  sophis- 
ticated private  branch  ex- 
changes that  integrate  internal 
and  external  communications. 

These  sophisticated  systems 
can  do  a  lot,  but  they  can  also  cost 
a  lot,  particularly  if  the  wrong 
choices  are  made.  NYNEX  has 
been  active  in  advising  custom- 
ers on  the  equipment  that's  avail- 
able and  helping  them  to  choose 
what  they  need.  Moreover, 
NYNEX  Credit  Company  has 
been  created  to  help  business  cus- 
tomers finance  the  acquisition 
of  telecommunications  equip- 
ment. 

Both  computers  and  tele- 
phones are  bundles  of  potential 
waiting  for  people  to  use  them. 
The  computer  equipment  must  be 
there,  but  the  software  is  cru- 
cial, and  that's  what  prompted 
creation  of  the  NYNEX  Informa- 
tion Solutions  Group  to  provide 
critically  needed  software  for  in- 
formation and  communications 
uses. 

To  extend  the  company's  in- 
ternal software  expertise,  in  1985 
NYNEX  acquired  The  DATA 
Group  Corporation.  Located  in 
Burlington,  Mass.,  the  compa- 
ny sells  the  FIELDWATCH'"  family 
of  software  products  which 
monitor  and  control  the  produc- 
tivity of  field  maintenance 
forces.  In  1986.  NYNEX  added 
Telco  Research  Corp.,  a  suppli- 
er of  integrated  telecommunica- 
tions software.  And  in  1987, 
NYNEX  made  a  major  move  into 
the  international  arena  with  the 
acquisition  of  The  BIS  Group  Ltd. , 
based  in  London.  The  BIS 
Group,  which  offers  software  and 
information  technology,  serves 
many  of  the  leading  banks  in  most 
of  the  world's  financial  centers. 
Its  1 ,500  employees  serve  cus- 
tomers throughout  Europe, 
Asia,  and  North  America. 

While  building  the  techno- 
logical expertise  needed  to  help 
customers  with  all  their  hard- 
ware and  software  needs,  NYNEX 
has  also  assembled  a  strong 
distribution  and  marketing  opera- 
tion. The  NYNEX  Business  In- 
formation Systems  Company, 
which  markets  NYNEX  hard- 
ware and  software  solutions,  has 
melded  existing  NYNEX  re- 


sources with  strategic  acquisi 
tions. 

Its  NYNEX  Business  Center' 
serve  as  bases  of  operation  fc 
local  sales  forces  which  deal 
largely  with  sizable  organizati(s. 
They  offer  products  from  suci' 
leading  manufacturers  as  IBIV 
Apple,  NEC  and  Compaq.  Anc 
they  also  maintain  sizable  por)- 
lios  of  vertical  software  pack- 
ages providing  industry-speci 
solutions  to  specific  problems 

The  80  NYNEX  Business  Ce 
ters,  located  in  33  states  plus  e 
District  of  Columbia,  service  t 
products  they  sell,  provide  cu 
tomer  training  on  business  ap 
plications,  and  offer  extensive 
technical  support.  In  the  aggn 
gate  the  NYNEX  Business  Cen  j 
network  provides  customers 
with  the  advantage  of  a  nation 
coverage  for  purchasing,  insfc 
lation,  maintenance,  and  trainij 

Although  NYNEX  has  its  roc, 
and  core  business  in  the  north 
eastern  U.S.,  NYNEX  has  wid- 
ened its  geographic  and  prodi 
base  for  several  reasons.  Its 
customers  have  far-reaching 
needs.  Studies  show  that  New 
York  City  generates  more  over 
seas  telephone  traffic  than  any 
other  city  in  the  country,  and  B  • 
ton  isn't  far  behind.  For  many 
NYNEX  customers,  informatio 
needs  don't  end  at  the  state  lir 
so  NYNEX  can't  stop  there  eitfi . 
But  beyond  the  requirements  c 
existing  clients,  NYNEX  has  re 
ognized  that  there  are  signifi- 
cant opportunities  in  the  interr- 
tional  telecommunications  and 
information  market,  which  is  e 
pected  to  grow  to  nearly  $1  trii 
lion  by  1990. 

Consequently,  the  company 
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The  new  NYNEX  Science  &  Technology  Center  is  home  to  over200  members  of  the 
NYNEX  technical  staff.  The  staff  is  working  on  new  technologies  that  could  be  applied 
through  the  telecommunications  networlts  of  New  England  Telephone  and  New  York 
Telephone,  both  NYNEX  companies.  These  include  artificial  intelligence,  voice 
recognition,  and  new  applications  of  software.  The  Center  is  also  exploring  advanced 
technologies  that  can  serve  non-regulated  NYNEX  business  units,  such  as  its  mobile 
telephone  service  unit. 


has  established  NYNEX  Interna- 
tional, which  markets  NYNEX 
products  worldwide  and  helps 
customers  with  telecommuni- 
cations and  information  systems 
needs  wherever  they  operate. 
This  subsidiary  operates  from  of- 
fices in  London,  Geneva  and 
Hong  Kong,  as  well  as  New  York, 
and  relies  on  strategic  partner- 
ships with  indigenous  telecom- 
munications organizations  in 
many  countries. 

For  example,  NYNEX  has  also 
entered  into  an  agreement  with 
Nippon  Telephone  and  Tele- 
graph to  exchange  information 
and  personnel.  And  in  1987, 
when  NYNEX  acquired  The  BIS 
Group  in  London,  this  move  not 
only  added  expertise  in  software, 
it  dramatically  widened  the 
company's  ability  to  market  soft- 
ware products  internationally: 
The  BIS  Group  offers  information 
systems  consulting  and  training 
in  more  than  50  countries. 

Much  of  what  today's  NYNEX 
does  is  at  the  leading  edge  of  tele- 


communications and  informa- 
tion technology.  That's  why  re- 
search has  to  have  a  high  priori- 
ty. On  April  13, 1988,  the 
company  dedicated  its  new  Sci- 
ence &  Technology  Center  in 
White  Plains,  New  York.  There, 
NYNEX  researchers  are  exploring 
the  frontiers  of  artificial  intelli- 
gence, image  processing,  speech 
synthesis,  and  cellular  commu- 
nications. Advances  in  these 
areas  will  make  existing  ser- 
vices more  useful  and  create  new 
services. 

While  the  new  Science  & 
Technology  Center  is  helping 
NYNEX  shape  its  own  techno- 
logical destiny,  NYNEX  is  also  an 
active  partner  in  Bell  Communi- 
cations Research.  Bellcore's  large 
research  facilities  in  New  Jersey 
are  staffed  by  some  7,600  em- 
ployees who  are  involved  in 
identifying  and  developing  emerg- 
ing technologies. 

NYNEX  seeks  to  meet  the  rap- 
idly changing  demands  of  its  mar- 
ketplace within  the  constraints 


of  continuing  regulatory  oversight 
of  many  practices  and  policies. 
The  company  is  seeking  to  free 
itself  from  those  federal  and 
state  regulatory  constraints  which 
no  longer  serve  a  public  pur- 
pose. Last  year,  for  example, 
NYNEX  reached  innovative 
agreements  with  regulators  that 
will  hold  down  the  cost  of  basic 
phone  service  while  freeing 
NYNEX  to  introduce  and  price 
other  services  in  a  timely  manner. 

For  five  years  NYNEX  has 
moved  as  aggressively  as  it  could 
to  respond  to  the  new  environ- 
ment. So  far,  its  financial  results 
have  provided  a  strong  endorse- 
ment for  its  approach.  The  com- 
pany's steady  earnings  prog- 
ress and  continuing  growth  trajec- 
tory have  provided  the  balance 
sheet  strength  needed  to  finance 
its  expansion  into  related  areas. 

In  this  information  age,  com- 
panies that  are  quick  to  give  infor- 
mation users  the  best  that  sci- 
ence and  technology  can  offer  will 
prosper.  Conversely,  those  that 
are  not  at  the  leading  edge  of  tech- 
nological innovation  will  quickly 
fall  by  the  wayside.  Communicat- 
ing information  is  at  the  core  of 
the  modern  global  economy;  in- 
deed it  is  the  core  of  modern  life. 
That  makes  it  a  good  business  to 
be  a  part  of.  But  it's  a  challeng- 
ing one,  focused  on  the  ability  to 
understand  the  needs  of  our 
customers  and  the  opportunities 
offered  by  technology.  The 
companies  that  can  respond  to 
those  twin  challenges  can  have 
a  very  positive  future.  At  NYNEX, 
the  indications  are  that  the  fu- 
ture which  the  company  has  been 
building  during  its  first  five 
years  seems  to  be  a  bright  one. 
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you  miae  today  prepare  you  for 
mereyou  need  to  be  tomorrow? 


Success  in  business  depends  on  anticipat- 
ing the  future. 

Itsjust  that  simple. 

And  that's  why  NYNEX  Business  Centers 
sell  personal  computer  systems  flexible  enough 
to  meet  your  current  as  well  as  your  future  needs. 

We  offer  the  best  equipment  from  the  best 


The  answer  is  NYNEX. 


comPAOt 


NYTVEX  fiusiness  Ct-nfers  o^cr  compeaUve 
frkes  on  a  complete  range  of  products  from  leading 
manufacturers,  including  IBM.^  ^'.^a.MB.aa.a  ^'S> 
Apple*  and  COMPAQ* 

We  back  the  systems 
and  software  we  sell  with 
(raining,  service  and  local 
support. 

We  offer  complete 
financing  alternatives  int  lading  leasmg. 

For  the  NYNEX  Busmess  Center  nearest 
you,  call  toll  free 

l-800-3%-9X9X 

extension  3084. 


manufacturers,  including  IBM,  Apple,  and 
COMPAQ.  We  sell  systems  which  can  accom- 
modate growth  through  upgrades  and  add-ons. 
We  also  can  network  everything  we  sell  and 
offer  one  of  the  best  trainmg  programs  in  the 
business. 

All  at  a  price  that's  extremely  competitive. 

But  most  important,  we  know  how  to 
avoid  quick  fixes  which  ma>'  cheat  you  in  the 
future.  So  why  not  contact  your  NYNEX  Busi- 
ness Center  representative  for  a  longer  term 
solution? 

It  could  be  the  one  decision  you  make 
today  which  puts  you  in  charge  of  where  you'll 
neea  to  be  tomorrow. 

NYNEX 


Business 
Centers 
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Whercbusinessis  headed 


IBM.  COMPAQ.and  Apple  are  registered  trademarks  of  International  Busmess  Machines  Corporation.  COMPAQ  Computer  Corporation,  and 
Apple  Computer.  Inc  respectively  NYNEX  is  a  mark  of  NYNEX  Corporation.  ©  1988  NYNEX  Business  Information  Systems  Co. 
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yhat  do  you  do  if  you  are  a  dominant 
reducer  in  a  stagnant  market?  No  one 
as  dealt  with  this  problem  better  than 
idiana-based  Hillenbrand  Indidstries. 


No  jokes,  please 


Phil  Huling 


By  Alyssa  A.  Lappen 


DANIEL  Hillenbrand,  65,  chair- 
man and  chief  executive  of 
Batesville,  Ind.-based  Hillen- 
rand  Industries,  Inc.,  rarely  talks 
nxh  the  press.  He's  understandably 
ired  of  reporters  making  puerile  jokes 
bout  Hillenbrand's  casket  business, 
^levertheless,  Hillenbrand  is  well 
vorth  writing  about  for  the  manner  in 
vhich  Dan  Hillenbrand  and  his  asso- 
iates  have  handled  the  age-old  prob- 
em  of  a  stagnant  market. 

It  so  happens  that,  thanks  to  longer 
ife  spans,  the  annual  number  of 
leaths  in  the  U.S.  has  remained  static 
elative  to  the  population  for  a  decade. 
^s  for  hospital  beds,  Hillenbrand's 
Hher  big  line,  hospital  capacity 
stopped  growing  years  ago.  Yet  Hil- 
enbrand,  the  nation's  largest  maker 
)f  caskets  and  hospital  beds,  has  near- 


ly doubled  its  revenues  since  1983,  to 
$836  million  in  the  last  year,  while  its 
profits  have  climbed  96%,  to  $70  mil- 
lion. How? 

Through  studying  documents  and 
conducting  interviews  with  more 
than  a  dozen  Hillenbrand  customers, 
investors  and  analysts,  it's  possible  to 
piece  together  a  picture  of  the  stun- 
ning success  of  62% -family- owned 
Hillenbrand  Industries. 

Hillenbrand's  strategy  is  easier  to 
describe  than  it  is  to  emulate.  With- 
out diminishing  the  attention  paid  to 
its  core  businesses  one  whit,  the  com- 
pany has  invested  in  undermanaged, 
privately  held  companies  with  mar- 
ket leader  potential,  eventually  in- 
stalling new  management  and  in- 
creasing market  share,  and  boosting 
cash  flow  through  rapid  depreciation 
that  reduces  taxes. 

In  the  last  decade  Hillenbrand  has 


paid  $84.5  million  to  acquire  Ameri- 
can Tourister,  Inc.,  a  well-known  but 
struggling  maker  of  luggage;  $39.2 
million  in  1984  for  Medeco  Security 
Locks,  Inc.,  a  high-quality  lock  com- 
pany; and,  in  1985,  $100  miUion  plus 
a  share  of  profits  for  five  years  for  SSI 
Medical  Services,  Inc.,  a  specialty 
hospital  bed  company. 

It  seems  to  work.  Hillenbrand  has 
tremendously  increased  both  earnings 
and  cash  flow  of  all  its  acquisitions. 
So  successful  has  Hillenbrand  been  in 
its  strategy  that  cash  flow  from  opera- 
tions looks  likely  to  reach  $148  mil- 
lion this  year — an  amount  more  than 
two  times  net  earnings,  says  analyst 
Thomas  Cope  of  Dillon,  Read. 

When  it  acquires  a  company,  Hil- 
lenbrand generally  applies  to  it  the 
same  principles  that  have  made  it  suc- 
cessful in  its  core  business,  caskets. 
The  company  maintains  a  59-ware- 
house  distribution  system  that  lets 
funeral  directors  order  and  receive 
caskets  usually  within  24  hours,  sav- 
ing them  huge  sums  on  inventory. 
Funeral  parlors  also  get  volume  dis- 
counts; the  greater  the  number  of 
Hillenbrand  caskets  displayed  and 
sold,  the  cheaper  the  price  to  the 
funeral  director.  Result:  One  of  every 
three  caskets  sold  in  this  country 
carries  Hillenbrand's  Batesville  Cas- 
ket label,  up  from  aroimd  one  in 
seven  12  years  ago. 

Hillenbrand's  intense  marketing 
and  almost  fanatical  dedication  to  its 
customers'  needs  goes  hand  in  hand 
with  an  equal  fanaticism  about  quali- 
ty. Dan  Hillenbrand  and  his  nephew 
and  heir  apparent,  W.  August  (Gus), 
see  to  it  that  their  caskets  are  built 
with  straight  casket  cover  supports 
that  snap-lock  open,  handles  that  can 
tote  500  pounds,  and  no  scratches.  For 
the  public,  quality  means  top-grade 
steel,  copper  and  bronze  caskets  with 
water-  and  airtight  rubber  gaskets. 

Hillenbrand's  factories  waste  very 
little.  Every  bit  of  scrap,  from  imper- 
fect hardware  to  leftover  casket-lining 
material,  is  reused — the  latter  to  tie 
down  internal  coffin  components  so 
they  will  not  be  damaged  during  de- 
livery. Wherever  possible,  Hillen- 
brand eliminates  labor.  A  newly  mod- 
ernized coffin  factory  in  Batesville  is 
manned  almost  entirely  by  robots.  All 
of  which  explains  why  Hillenbrand 
can  make  caskets  that  wholesale  from 
around  $300  to  $5,000  for  lower  cost 
than  its  next-largest  competitor.  Ser- 
vice Corporation  International's  cas- 
ket division,  whose  operating  margins 
are  half  as  much. 

Hillenbrand  is  an  equally  tough 
competitor  in  hospital  beds.  Although 
bed  use  is  declining,  hospitals  are  in- 
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Insuring  atypical  tht 


The  lypicdl  insurance 
company  insures  rather 
typical  things. 

But  at  the  American  International 
Group  of  insurance  companies,  we  also  insure 
things  that  rcc^uire  more  creative  thinking. 

The  kind  of  thinking  that  allows  us  to 
develop  coverages  for  just  about  every  kind  of 


insi 


enterprise  imaginable. 

So  whether  your  insurance  need:j 
are  very  general  or  very  specialized  ('! 
both),  you'll  find  people  at  AIG  withi 
extraordinary  background  in  shaping 
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s  tequtes  mom  than 


all  kinds  of  coverages.  From  property 
to  casualty,  from  marine  to  financial  insur- 
ance and  more. 

For  further  information,  write  AIG,  Dept. 
A,  70  Pine  Street,  New  York,  NY  10270. 


make  AI( 
insurance. 


And  take  advantage  of 
the  kind  of  innovative 
thinking  that  has  helped 
a  world  leader  in  international 


Insurance  Companies  That  Don't  RV7S 
Think  Like  Insurance  Companies  MliSlo 


How  to  meet  women. 
2025  A.D. 


The  monitor  you'll  meet  them  on. 
2025  A.D. 

Samsung.  /  /  .    jture  of  electronics. 


creasingly   replacing  old   beds   wi 
new  ones,  and  Hillenbrand's  share 
up  from  more  than  50%  in  1983 
over  90%  of  the  market  now.  Ht; 
again,  efficient  manufacturing,  iru:i 
vative  design  and  aggressive  marktj 
ing  are  the  keys.  Thus,  Hillenbrani 
the  only  firm  on  the  market  with! 
bed  that  contains  a  built-in  exit  alail 
to  warn  when  the  patient  gets  up 
the  middle  of  the  night.  Its  beds  al| 
come  with  options  such  as  built- 
telephone  lines  that  won't  get  tangl 
with  intravenous  tubes. 

Hillenbrand's  SSI  Medical  Servicd 
which  makes  and  rents  specialty  be 
primarily  for  bum  and  bedsore  p 
tients,  has  also  been  profitable.  ] 
gently  supporting  bedridden  patiem 
these  air-cushion  and  air-fluidizi 
bed  devices  relieve  the  pressure  th 
creates   bedsores.   The   division   h 


In  hospital  beds, 
HUlenhrand's  tnartcet  shart 
is  up  from  more  than  50%  i\ 
1983  to  over  90%  now. 
E^fficient  manttfacturing, 
innovative  design  and 
aggressive  marketitig  are 
the  keys  to  success. 


grown  at  a  phenomenal  24%  averaj 
annual  clip  since  it  was  purchased  i 
1985,  and  boasts  operating  margins  c 
at  least  30%  (before  depreciation 
even  better  than  the  casket  division 

Lately,  though,  SSI  has  begun  t 
encounter  some  competition.  San  Ai 
tonio-based  Kinetic  Concepts,  Inc., 
maker  of  specialty  hospital  beds,  i 
making  inroads  with  a  five-modi 
product  line,  versus  the  two  that  85 
offers.  Result:  Though  still  up  an  in 
pressive  3 1  %  on  the  year,  overall  Hi 
lenbrand  earnings  growth  for  the  thir 
quarter  was  around  11%  less  than  ar 
alysts  had  expected,  as  competitio 
from  Kinetic  Concepts  began  t 
squeeze  margins. 

Now  Hillenbrand  is  fighting  bac 
with  a  renewed  drive  to  develop 
broader  line  of  specialty  beds  and  mai 
ket  them  more  forcefully  than  evei 
This  will  penalize  profits  somewhat 
Analysts  say  Hillenbrand  will  ean 
roughly  $1.95  a  share  this  year;  it 
New  York  Stock  Exchange-tradei 
stock  sells  for  19V8. 

This  is  a  company  that  takes  thi 
long-term  view — and  makes  it  pay  off 
Being  family-controlled — thougl 

publicly  owned — it  can  afford  to. 

And,  Dan  Hillenbrand,  please  note 
We  told  your  story  without  making  ; 
single  joke  about  death  and  sickness 
caskets  and  hospitals.  ■ 
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V'  HEN  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
ie  know  the  feeling  well.  We  experience  a  sense  of 
:ide  every  time  a  Patek  Philippe  leaves  the  hands  of 
:ir  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
;  lifetime. 

\e  made  this  watch  for 
^)u  —  to  be  part  of  your 
e  —  because  this  is  the 
.ay  we've  always  made 
,  atches. 

'  nd  if  we  may  draw  a  con- 
jusion  from  five  genera- 
:3ns  of  experience,  it  will 
:3  this:  a  Patek  Philippe 
Desn't  just  tell  you  the 
Tie,  it  tells  you  something 
Dout  yourself. 


PATEK  PHILIPPE 

GENEVE 


I 


For  a  presentation  of  the  new  Patek  Philippe  timepieces  available  in  1988. 

please  send  $  3  -  or  for  a  brochure  of  current  styles  write  to: 

Patek  Philippe.  10  Rockefeller  Plaza.  Suite  629  -  F.  New  York.  NY  10020 


■~1  PICTURES 
GUARANTEED 
a '<ttjj  BY  POLAROID 


•  far  pictiireguaramgfdftails  or  call  1-800-343-5000  (rom  8am  to  Hpm  EST 


Ten  lO's. 

And  we  guarantee  it.  That's  right,  guarantee  it.  On  the  off  chance  you  think  one 
■your  Spectra  pictures  isn't  a  ten,  for  any  reason  at  all,  return  it  to  us.*  And  we'll 
iplace  the  fikn.  No  questions  asked. 

That's  because  the  Polaroid  Spectra  System  is  the  most  advanced  and  sophisti- 
lited  instant  camera  system  you  can  buy  Which  means  it  not  only  produces  instant 
ictures  of  unsurpassed  color  and  clarity,  but  can  also  do  something  no  other  camera 
astern  can .  Guarantee  any  picture  you  take  with  it .  ^ 

.   Of  course,  considering  how  well  the  Spectra  camera  and  nf 
Im  function  together,  the  only  pictures  you're  likely  to  send^ 
s  will  be  for  laser  reprints  and  enlargements . 

■  PolaroidSpectraSystem 


Caesars  World's  Henry  Gluck  brings  a  cold, 
businessman 's  eye  to  the  gambling  business. 
Whenever  the  competition  expands,  he  finds 
a  way  to  cash  in  on  its  customers. 

"It's  just  like 

the  manufacturing 

business" 


Bill  NaiioaS>'gnia 


By  Ellen  Paris 


HOWARD  Hughes,  Stephen 
Wynn  and  Donald  Trump) — 
just  three  in  a  long  line  of  suc- 
cessful casino  operators  with  flam- 
boyant personalities.  Now  meet  Hen- 
ry Gluck,  chairman  of  Caesars  World, 
Inc.,  which  runs  hotel-casinos  in  Las 
Vegas,  Atlantic  City  and  Lake  Tahoe, 
as  well  as  four  resorts  in  Pennsylva- 
nia's Pocono  Mountains.  With  fiscal 
1988  revenues  of  $833  million,  Cae- 
sars World  IS  the  largest  (by  revenue) 
of  the  publicly  traded  U.S.  gambling 
companies. 

Henry  Gluck  is  hardly  your  river- 
boat  gambler  type.  A  dignified  man  of 
60,  he  sports  no  flashy  gold  jewelry  or 
diamond-packed  pinky  rings  but 
dresses  in  bespoke  suits.  Unlike  Gold- 
en Nugget's  publicity-loving  Stephen 
Wynn  (Forbes,  Oct  J),  Gluck  stars  in 
no  commercials  with  his  headliners. 
"I'm  a  low-profile  guy  in  a  high-pro- 
file business,"  he  says. 

But  there's  nothing  low  profile 
about  Los  Angeles-based  Caesars'  fi- 
nancial performance  since  Gluck 
took  over  as  chairman  in  1983.  Reve- 
nues have  grown  nearly  48%  and  op- 
crating  income  has  nearly  quadrupled 
to  $  166  million  for  the  year  ended  July 
31.  In  an  industry  where  net  profit 
margins  average  under  5  cents  on  the 
dollar,  Caesars'  are  close  to  10  cents 
on  the  dollar. 

Caesars  has  long  been  the  most  lav- 
ish property  (.n  the  L.is  Vegas  Strip, 
dripping  with  ostentation.  Many  of 
the  rooms  have  mirrorcJ  ceilings  and 
bathtubs  big  enough  tor  a  small  orgy. 
Out  front  are  fountains  and  huge  "Ro- 
man" statuary.  Inside  arc  eight  res- 
taurants, a  Disncyesquc  floating 
cocktail  lounge  called  Cleopatra's 
Barge  and  pendulous  crystal  thande- 
liers.  Out  back  is  the  Garden  if  the 


Ccicsiirs  Oxiinmm  Iktny  Gluck 
"I'm  a  low-profile  9*m-" 

Gods,  a  sprawling  swimming  pool  in- 
laid with  Italian  marble  and  surround- 
ed by  cypress  trees.  In  almost  every 
passageway  are  slot  machines,  the  ad- 
dicts pumping  away  at  them  day  and 
night.  Last  year  all  this  drew  10  mil- 
lion visitors,  who  left  behind  $340 
million. 

Behind  the  glitz,  strict  business 
principles.  Unlike  many  a  casino  ex- 
ecutive, Gluck  didn't  come  from  the 
gaming  pits.  A  Wharton  graduate, 
Gluck  "retired,"  a  multimillionaire, 
in  1973  after  five  years  as  president  of 
Monogram  Industries,  a  Sixties  con- 
glomerate that  sold  everything  from 
rivets  to  bathrooms  for  airliners. 

He  arrived  at  a  time  when  Caesars 
badly  needed  new  direction.  In  1981 
the  company  bought  out  cofounders 
Clifford  and  Stuart  Perlman  after  the 
brothers  were  denied  a  New  Jersey 
gaming   license.    One    problem   was 


that  Caesars'  jet-setting  intemation." 
high  rollers  were  gambling  on  cred 
and  stiffing  the  house.  In  1983  prov 
sions  for  bad  debt  were  increased  t 
$17  million,  contributing  to  Caesar 
$21  million  loss  for  the  year,  its  lar; 
est  ever. 

Gluck  imposed  tight  credit  policie 
He  set  up  a  special  subsidiary  to  mat 
credit  decisions  on  international  pla; 
ers,  taking  that  function  away  froi 
the  casino.  In  some  cases  he  require 
cash  deposits  before  extending  credi 
"You  can't  use  credit  as  a  marketir 
tool,"  he  says  now.  "You  run  the  crec 
it  area  as  if  you're  in  the  manufactu 
ing  business  and  you're  selling  th; 
guy  a  product."  By  the  same  token,  h 
cut  back  sharply  on  the  use  of  fre 
rooms,  food  and  show  tickets  to  a 
tract  gamblers. 

Gluck  brought  in  professional  mar 
agers  from  outside  the  gaming  indui 
try  to  run  the  divisions  in  his  vas 
enterprise,  including  a  retail  specia 
ist  for  his  merchandise  boutiques  an 
a  talent  booking  specialist  for  the  er 
tertainment  division.  Gluck  at  th 
same  time  realized  that,  as  with  som 
of  the  other  businesses  he  had  rui 
Caesars  was  going  to  have  to  broade 
its  customer  base  to  grow. 

That  meant  going  after  what  h 
calls  "the  middle  market"  rather  tha 
simply  luring  high  rollers.  For  exan 
pie,  he  greatly  expanded  a  separat 
casino  in  the  Vegas  property  wit 
lower-limit  table  games,  slot  ma 
chines  and  a  huge  computerized  rac 
and  sports  betting  operation.  To  ir 
crease  foot  traffic,  at  one  entrance  h 
built  an  attraction  called  the  World  < 
Caesar  (complete  with  holograms  < 
ancient  Rome)  that  is  connected  to 
moving  walkway  that  whisks  peopl 
off  the  Strip's  sidewalk  and  into  th 
casino  (they  have  to  walk  back  out  t 
the  street). 

Like  everyone  on  the  Strip,  Glue 
uses  headline  entertainers  to  draw  th 
crowds.  But  Gluck  is  also  findin 
ways  to  squeeze  extra  revenue  froi 
intangible  assets,  what  Gluck  refer 
to  as  "the  name  itself."  Caesars  re 
cently  introduced  perfume  lines  fo 
both  men  and  women,  which  b 
year's  end  will  be  in  450  stores  acros 
the  country,  including  Macy's  ani 
Dillard's.  At  the  casinos,  he's  sellinj 
Caesars-brand  goods  from  tennij 
socks  to  wallets  and  satin  jackets. 

Gluck's  greatest  challenge  has  beed 
to  keep  Caesars  out  front  in  a  businesl 
where  capacity  is  growing  fast.  In  La' 
Vegas  some  10,000  new  hotel  room 
are  either  under  construction  o. 
planned  within  three  blocks  of  Cae, 
sars.  The  biggest  threat  will  comti 
from  Stephen  Wyrm's  $565  millior 
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INTRODUCING 

ONE  OF  THE  MOST  DRAMATIC  DEVELOPMENTS 

IN  HEALTH  CARE  TODA^. 


'•--  Z* 


Something  new  in  affordable 
health  service  and  protection  is 
unfolding  across  America. 

It's  a  new  level  of  excellence 
in  meeting  the  nation's  health  needs 
from  The  Travelers. 

It  includes  growing  networks 
of  HMOs,  PPOs  and  other  significant 
innovations  in  cost  management. 

For  example.  The  Travelers'  | 
Patient  Advocate  program  helps  I 
reduce  days  in  the  hospital, 
increases  use  of  out-patient  care, 
and  reassures  patients  by  suggesting 
second  opinions. 

And  our  Taking  Care  health 
promotion  program  helps  people  to 
adopt  healthier  lifestyles,  become 
more  conscious  of  good  health  and  to 
use  medical  care  more  efficiently 
and  effectively. 


In  addition,  we've  honed  the 
art  of  fast,  accurate  claim  service 
to  a  fine  edge  and  developed  one  of 
the  most  sophisticated  information 
management  systems  in  the  industry. 

It's  all  backed  by  The  Travelers' 
52  years  of  health  service  expertise 
that  now  covers  over  eight  million 
Americans  in  companies  of  all  sizes. 

Today,  we  are  setting  the 
standard  of  excellence  in  compre- 
hensive, affordable  health  service 
and  protection  for  employers  and 
employees. 

As  one  of  America's  strongest 
insurance,  financial  and  health 
service  experts.  The  Travelers  is  a 
force  you  can  count  on  to  develop 
your  health  care  picture. 

The  Travelers  Insurance  Company  and  its 
Affiliates,  Hartford,  CT  06183. 


TheTravelersj 

You're  better  off  under  the  Umbrella! 


ia»,.i.-.-v;v  f^v^nm 


The  cotiq>any  that  delivers  < 
coast  to  coast,  just  addedt 

At  UPS,  were  proud  to  introduce  our  expanded  dresses  in  some  cities.  VC^  mean  delivery  doouo 

service  to  all  of  ^X^stern  Europe,  the  Pacific  Rim,  door  to  every  single  address  in  every  country  W' 

Australia,  New  Zealand  and  Qnada.  serve,*  with  no  surcharges  for  out-of-the-way  pi 

And  we  don't  just  mean  semcc  to  some  ad-  ^e\\  see  that  your  UPS  packages,  paks  anc 

©  Uniicd  Parcel  Service  of  America  Inc.,  1988.*Our  apologies:  we  don't  deliver  to  everyone  in  the  People's  Republic  of  China,  just  a  mere  600  million  people.  Set  Intl.  Air  Service  Guide  force 


nited  Parce' 


(Oyaddri 


ess 


e  coasts. 


rs  move  quickly  through  customs  thanks  to  our 
tronic  Pre-Alert  system  that  informs  officials 
your  packages  are  on  their  way  Our  service 
includes  computerized  tracking  that  en- 


ables us  to  give  you  a  fast  reply  to  your  delivery 
inquiry.  Again,  we  do  it  all  at  no  added  cost. 

But  what's  truly  remarkable  is  that  because 
we're  so  efficient  we  can  do  all  these  things  while 
charging  you  less  than  other  international  delivery 
companies.  A  fact  we  feel  compelled  to    i    ^ 
point  out,  even  if  it  means  doing  a  little    [jlnQ 
flag-waving  of  our  own.  V   ^ 

yf^e  run  the  tightest  ship  in  the  shipping  business^ 


ACT  NOW!  IT'S  HAZEL 
TRADE-IN  DA^S 

Save  15%  on  your  Hazel  purchases. 


There's  never  been  a  better 
time  to  trade-in  (or  trade- 
up)  your  worn-out  busi- 
ness accessories.  Replace 
them  now  with  beautiful, 
gift-quality  Hazel  prod- 
ucts —  and  you'll  collect 
an  immediate  15%  rebate 
at  the  cash  register. 

el9M  AUpco  Office  Pnxjucu  Croup 


Offer  applies  to  Hazel 
purchases  from  Oct.  1 
through  Dec.  31.  1988. 
Look  for  the  Hazel  TVade- 
In  Days  display  wherever 
fine  office  products  are  sold. 

HAZEL" 


PORTRAITS 

GREAl  AMERICAN 
INVESTOR 

Tzefzi  Ganev  come  from  Italy  15 
yeors  ago.  Todoy  she  believes  \t\  Amer- 
ica. She  buys  U.S.  Sovings  Bonds.  Bonds 
pay  competitive  rates.  To  find  out  more, 
or  to  buy  Bonds,  coll  1-800-USBONDS. 

%i.%.  SAVINGS  bonds! 

1    THt  GREAT  AMfcRICAN  INVtSTMENT 

Bonds  held  less  thon  live  yeors  eom  o  lower  role. 
A  public  service  of  this  publication 

3,100-room   casino-resort,    going  xg 
right  next  door.  Gluck's  strategy  is  i 
reinvest  in  existing  plant  rather  tl 
add  huge  amounts  of  new  capacit 
Besides  renovating  rooms,  Gluck 
adding  25,000  square  feet  of  casi 
space.  "The  more  rooms  they  bt 
around  us,  the  more  boutique-ish 
become.  In  the  past,  every  time  a  ncl 
property  goes  up,  it  brings  in  new  pe 
pie  for  us.  If  we  operate  properly,  \(| 
get  more  than  we  lose." 

Gluck,  meantime,  is  working  ol 
what  in  the  packaged  goods  businesl 
is  known  as  "line  extension."  On  tl 
corner  of  the  Caesars  property  abu| 
ting  Wynn's  land,  Los  Angeles-base 
shopping   center   developer   Sheldol 
Gordon  is  building  a  240,000-squar(f 
foot  shopping  complex  resembling-J 
what  else? — a  Roman  marketplace 
with  tenants  like  Gucci  and  Chanel. 
Wynn's  Golden  Nugget  Strip  proper 

you  need  a  balance  of 
product  mix  and  a  large 
customer  base.  The 
challenge  is  to  run  it 
without  losing  its  panaches 

brings  more  people  in,  the  CaesarsI 
affiliated  shopping  mall  will  get  som 
of  the  action  in  retail  purchases.  Goi| 
don,  not  Caesars,  is  shouldering  th 
project's  estimated  SlOO  million  cost 
Gluck  will  get  a  percentage  of  gros 
sales  through  a  long-term  groun 
lease.  Says  Gluck:  "We're  taking 
piece  of  ground  that  is  now  a  parkin, 
lot  and  converting  it  into  a  marketin; 
device  and  a  profit  center." 

Sitting  in  his  Century  City  offio 
overlooking  the  Los  Angeles  Countr 
Club,  Gluck  explains  the  challenge 
"It's  just  like  the  manufacturing  busi 
ncss,  where  you  need  a  balance  o 
product  mix  and  a  large  custome 
base.  The  challenge  is  to  run  it  like  ; 
business  without  losing  its  panachi 
and  excitement." 

And  without  losing  control  of  youi 
company.  Last  year  Gluck  successful 
ly  fought  off  a  hostile  bid  by  Manhat 
tan  investor  Martin  Sosnoff.  Glucli 
did  so  by  buying  back  more  than  30% 
of  the  company's  shares.  The  maneu 
ver  saddled  the  company  with  more 
than  S431  million  in  long-term  debt 
about  71%  of  capitalization,  makinj 
Caesars  a  lot  less  attractive  to  raiders 
With  that  kind  of  debt  on  the  proper 
ty,  it  would  be  difficult  for  a  takcovei 
artist  to  buy  the  company  with  its 
own  assets. 

Thus  Gluck,  it  seems,  has  bought 
himself  some  time  to  prove  that  you 
don't  have  to  be  flashy  to  win  big  ir. 
the  casino  business.  ■ 

FORBES,  NOVEMBER  14,  1988 


JAN 


jk 

/ 

* 

A 

/ 

1^ 



/ 

1 

A 

/ 

\ 

^ 

f 

/ 

p 

T 

k 

> 

/ 

1 

\ 

\ 

/ 

1 

v. 

*w 

V  / 

/ 

f 

V 

[APR 

MAY 

JUN 

JUL 

AUG 

SEP 

OCT 

NOV 

DEC 

m"?- 


Guess  ^vhen Jim's  company  got 

a  fax  by  Tbshiba. 


Sometime  in  the  middle  of  August. 

Granted,  things  might  not  turn  around  that  fast 
in  your  company. 

But  good  things  often  do  happen  when  a  com- 
pany gets  a  Toshiba  facsimile  system. 

Phone  and  courier  bills,  travel  expenses,  and  over- 
time go  down.  Productivity,  morale,  and  sales  go  up. 

Why?  Because  our  complete  line  of  facsimile 
systems  saves  time  and  money  by  using  the  phone 
lines  to  send  words  and  pictures.  Anywhere.  In  as 
--little  as  15  seconds.* 

Shouldn't  your  company  get  one?  Before  your 
competitors  do?  Our  free  booklet  tells  you  how. 
Send  for  it.  Or  call  1-800-635-1220. 


Free  Booklet.  "Guide  to  Facsimile:  14  Proven  Ways  You  Can  Save  Time  and 
Money  with  Facsimile."  Or  Free  Demonstration:  Call  1-800-6351220,  or 
mail  coupon  to  Toshiba  America.  Inc..  Facsimile  Products  Group,  9740  Irvine 
Blvd.,  Irvine.  CA  92718 


'Name  . 


.Phone  (_ 


Company  Name  _ 
Add  ress 


Citv_ 


..State. 


_Zip_ 


F0NV14 


I     Toshiba  facsimile.  Now  you  see  it.     i 


I 


In  Touch  with  Tomorrow 

TOSHIBA 


•Per  CtlTT  Test  Chart 


Umberto  and  Giovanni  Agnelli 

There's  nothing  like  profUabU  buaineBsem  and  plenty  of  cash  in  hand,  to  give  a  man  confidence. 


Koni  SorUmann/(x  I 


Like  Ford  Motor,  Italy's  Fiat  nearly  col- 
lapsed a  few  years  ago.  Today  it  is  soundly 
profitable — and  looking  forward  to  the 
inevitable  fapanese  challenge. 

Gianni  Agnelli's 
days  in  the  sun 


By  Pvter  Pnhmuui 


FOR  A  MAN  whom  many  Italians 
once  dismissed  as  a  playboy, 
Giovanni  Agnelli  has  proved 
himself  one  of  the  world's  toughest 
and  most  astute  businessmen.  In  1966 
Agnelli,  then  45,  inherited  the  chair- 
man's job  at  Fiat  SpA,  the  car  compa- 
ny founded  by  his  great-grandfather 
that  specialized  in  small,  dome- 
shaped  cars  with  motorcycle-size  en- 
gines. Momentum  carried  the  compa- 
ny through  the  1960s.  But  by  the  mid- 
1970s,  Fiat,  42%  owned  by  the 
Agnellis,   was  riven  by  union  con- 


flicts. Like  Ford  Motor  at  the  time. 
Fiat  was  near  collapse. 

Pressed,  Agnelli  showed  his  mettle. 
His  showdown  with  the  militant  auto 
union  led  to  the  firing  of  23,000  Fiat 
workers.  On  the  positive  side,  he  in- 
vested heavily  in  automation.  Since 
1980,  for  example,  the  number  of  ro- 
bots in  Fiat  Auto  plants  has  risen  ten- 
fold (to  2,050),  while  the  number  of 
workers  fell  by  one-third.  Over  the 
same  time  span.  Fiat's  break-even  fell 
by  15%,  while  sales  rose  by  35%. 

Government  quotas  helped,  too.  A 
cordon  of  laws  has  frozen  Japanese 
cars  out  of  Italy.  Japanese  car  sales  in 


Italy  are  limited  to  fewer  than  5,Cj 
cars  per  year.  ■ 

With  60%  of  the  Italian  mark" 
Fiat  has  coined  money  and  is  tod' 
Europe's  bestselling  and  most  prol- 
able  car  company.   Fiat's  operati; 
margins,  9%   in  1987,  are  now  t: 
highest  of  any  major  automobile  co 
pany  in  the  world — and  more  thi 
double  the  operating  margin  at  Vol! 
wagen,  its  archrival.  Fiat's  break-cv 
point  is  just  65%  of  its  capacity, 
against  80%  at  Volkswagen.  Europe . 
analysts  think  Fiat's  net  profits  w 
rise  16%,  to  $2.2  billion,  in  1988. 

There  is  more  to  Fiat  than  ca 
With  $28  billion  in  consolidat 
sales.  Fiat  accounts  for  5%  of  Italy 
GNP.  It  controls  over  98%  of  Ital^ 
car  production,  two  of  the  countr 
best  read  liberal  newspapers  ( 
Stampa,  published  in  Fiat's  hometov 
of  Turin,  and  Corriere  delta  Sera,  has 
in  Milan)  and  a  mosaic  of  other  indi 
trial  and  financial  holdings.  Fiat  Sp 
is  Italy's  largest  private-sector  comp 
ny,  representing  13%  of  the  capit; 
ization  of  Italy's  $100  bilhon  stoi 
exchange. 

But  cars  are  Fiat's  heritage  and  r 
main  its  lifeblood.  In  this  sense,  tl 
company  is  robust,  well-positiom 
for  the  changes  that  will  continue 
sweep  Europe  in  the  years  ahea, 
Should  the  European  car  mark 
weaken,  which  most  analysts  expe 
in  1989,  Fiat  would  be  better  able  thi 
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|iterplakcleans  circles  around 
your  ordinary  toothhrush. 


The  Interplal(*  Home  Plaque 
loval  Instrument  is  one  of  tlie 
it  important  advances  in  liome 
till  care  since  tlie  Invention  of 
toothbrusli. 

It  doesn't  look  like  an  ordi- 
y  toothbrush.  And  it  doesn't 
•k  like  one. 

After  using  the  Interplak 
niment  just  once,  you'll  be 
2  to  feel  the  difference  imme- 
Itely  Your  mouth  will  seem 
[  her  Cleaner 

[  It  cleans  teeth  nearly 
!         plaque-free. 
j     Clinical  studies  show  that  man- 
\  bmshing  removes  only  some  of  the 
I  que  that  builds  up  daily  on  your  teeth. 
'    But  those  same  studies  show  that 
[  Interplak  instrument  cleans  teeth 
tirly  plaque-free  and  improves  the 
'•ilth  of  your  gums.  And  the  more 
I  que  you  remove,  the  more  you  re- 
i:e  the  risk  of  early  gum  disease  and 
I  th  decay 

Cleaning  action  thafs 
I  unsurpassed. 

Unlike  manual  and  electric  tooth- 
ishes  that  only  clean  back  and  forth, 
1^  H  or  up  and 

Kr  —      down,  our  ten 

jS%i^/  *Ni  i       tufts  of  bristles 
^^       '^  rotate  4200 

p^.ui,.^,^u„pu^ur/rvmixiuven  times  3  mmuie. 
I  leeibandunderibegum        Aod  they  revcrse 

!;ir  direction  46  times  a  second  to 
jirally  scour  off  plaque  and  stimulate 
Ur  gums.  When  the  tufts  reverse 
jection,  the  bristles  extend  fully 
clean  deep  between  teeth  and 


V 


r 


K 


under  your  gumline.  And  because 
the  brisdes  are  four  times  softer 
than  the  softest  toothbrush,  they're 
no  more  abrasive  than  manual 
brushing  with  toothpaste. 
New  wisdom  in  caring 
for  your  teeth. 
Dental  professionals  across 
^^        the  country  have  enthusiastically 
f  accepted  the  Interplak  instalment 

and  they've  recommended  it  to 
their  patients. 

It's  easy  to  use,  cordless, 
^  and  it  recharges  itself  every  time 

^^  you  place  it  in  its  stand.  Plus  you 

can  buy  color-coded,  interchange- 
able brush  heads  for  the  whole  family 

Ask  your  own  dentist 
about  the  benefits.  Or  for  more 
information  and  a  retailer  near 
you,  call  toll-free  1-800- 
544-3536,  and  ask  for 
Operator  186.  In  Canada, 
call  1-800-554-3636. 
The  Interplak  Home  Plaque 
Removal  Instrument. 

A  new  way  of  brushing 
your  teeth,  with  ^ 

extraordinar\'  results.     ^ 


i 


HOME  PLAQUE  REMOVAL 


INSTRUMENT 


Interplak  is  Acceptable  as  an  effective  cleaning 
device  for  use  as  part  of  a  program  lor  good 
oral  hygiene  to  supplement  the  regular  profes- 
sional care  required  for  good  oral  health. 

Council  on  Dental  Materials.  Instruments  and 
Equipment,  American  Dental  Association. 


AQ^ 


Interplak*  is  Die  regislered  trademark  of  the  Denial  Researdi  Corporation 
©Dental  Research  Corporation,  1988 


Is  THIS  WHY  YOUR  COMPANY  HASN'T 
INTRODUCED  A  FLEXIBLE  BENEFITS  PLAI^ 


Fear  of  the  unknown. 
Is  it  the  fear  of  what  a  flexible 
benefits  plan  would  cost  or  the 


administrative  nightmares  it  could 
create? 

Or,  could  it  be  the  fear  that  your 


jmployees  wouldn't  understand 
the  plan?  That  enrollment  would 
be  too  high  in  one  plan,  too  low  in 
another,  so  you'd  have  to  redesign 
your  program  in  the  second  year? 

Whatever  the  case,  you  can  rest 
easier  now. 

Because  NWNL  Group  has 
developed  a  unique  approach  to 


flexible  benefits,  especially  for  com- 
panies with  200-2000  employees. 

You  see,  at  NWNL  Group  we 
look  at  insurance  needs  differently, 
so  we  find  solutions  that  others  may 
not  have  seen  before. 

Take  flexible  benefits,  for  exam- 
ple. We  learned  how  to  control  costs 
and  provide  the  administrative  sup- 
port and  employee  communication 
you  need  from  extensive  research 
and  study  of  the  successful  plans 
developed  for  large  companies. 

In  simple  terms,  we  saw  a  way 
to  shrink  the  best  of  what  the  big 
plans  offered  into  a  flexible  benefits 
plan  that  is  individually  tailored  for 
smaller  and  medium  size  companies. 

That's  what  we  call  looking  at 
things  differently. 

And  we'd  like  to  show  you  how 
our  approach  to  flexible  benefits 
could  work  for  you. 

There's  nothing  to  be  afraid  of. 
For  more  information  call  or  write 
Rick  Naymark/NWNL  Group,  Box 
20,  Mpls.,  MN  55440.  (612)372-5784. 

KINWNLGROUP^ 

We  look  at  things  differently. 


A  division  of  Northwestern  National  Life  Insurance  Company.  Minneapolis,  MN  (not  admitted  in  the  State  of  New  York). 
The  North  Atlantic  Life  Insurance  Company  of  America.  Jericho.  NY  (a  member  of  the  NWNL  Companies). 


its  European  competitors  to  with- 
stand a  drop  in  sales  while  maintain- 
ing profits.  Production  is  now  running 
at  2.1  million  units  annually.  "Even  if 
we  lose  200,000  car  sales  a  year,  we 
can  still  do  very  well,"  says  Gianni 
Agnelli. 

There  are,  however,  two  wolves  at 
the  Agnellis'  door:  excess  capacity  in 
the  global  automotive  industry,  and 
rough  competitors  in  Japan  and  Korea. 
"The  Japanese  are  more  competitive 
than  we  are,  there's  no  doubt,"  says 
Giarmi  Agnelli.  "They  work  harder 
and  live  worse." 

"There  has  to  be  a  deal  with  the 
Japanese,"  says  Gianni  Agnelli's 
younger  brother  Umberto,  53,  who 
will  take  over  m  1994.  "In  the  mass 
production  sector  where  Fiat  is,  Japa- 
nese productivity  and  cost  are  better. 
The  Japanese  must  not  take  ad- 
vantage of  the  open  market  in 
Europe." 

Thus,  Fiat  has  more  at  stake 
in  maintaining  a  closed  Europe 
than  any  other  car  company. 
Europe's  auto  industry  is  the 
world's  largest,  with  a  capacity 
of  13.5  million  cars  a  year,  50% 
more  than  either  the  U.S.  or  Ja- 
pan. (Sales  in  Europe  last  year: 
12.6  million.)  And  Fiat  is  the 
most  Eurocentered  of  the 
world's  major  car  manufactur- 
ers. Sales  to  the  12  Common 
Market  nations  account  for  over 
90%  of  the  company's  $16  bil- 
lion in  automobile  revenues. 
Fiat  sells  fewer  than  3,000  cars  a 
year  in  Japan. 

What  of  the  rich  American 
market?  After  accumulating 
losses  and  a  poor  reputation  for 
quality.  Fiat  abandoned  the  U.S. 
in  1983.  What  little  money  it 

now  earns  in  the  U.S.  market     

comes  almost  exclusively  from  sales 
of  1,300  Ferrari  sports  cars  each  year. 
(Since  June  of  this  year.  Fiat  has 
owned  90%  of  Ferrari;  see  box.  p  140  ) 

Nor  do  the  Agnellis  intend  to  rein- 
troduce Fiat  cars  in  the  U.S.  "There's 
little  space  for  a  European  mass  pro- 
ducer to  go  into  the  American  mar- 
ket," says  Umberto.  "I  think  the  other 
European  mass  producers  would  have 
liked  to  make  the  choice  we  made  to 
pull  out  in  1983."  Last  year  both  Re- 
nault and  Volkswagen  ceased  produc- 
tion in  the  U.S.,  though  they  continue 
to  export  to  the  U.S. 

while  it  relentlessly  strives  to  low- 
er Its  break-even  levels,  Fiat  is  also 
aggressively  introducing  new  models. 


ians  and  Germans  are  already  stand- 
ing in  line  for  Tipos,  which  will  not  be 
sold  in  the  U.S. 

Nonetheless,  even  Fiat  shivers  at 
the  prospect  of  Asian  cars  flooding  its 
European  markets.  Fiat  still  depends 
for  its  success  on  sales  of  small  sub- 
compact  cars — a  market  segment 
that,  in  the  U.S.,  belongs  increasingly 
to  Korea's  Daewoo  and  Hyundai  cars. 
Such  a  strategy  makes  sense  only  so 
long  as  Europe  remains  off-limits  to 
cars  from  Korea,  where  labor  costs  are 
one-tenth  those  in  Italy. 

Thus  far,  none  of  the  leading  Euro- 
pean automakers  has  forged  any  links 
with  a  Japanese  maker,  on  the  theory 
that  if  no  one  deals  with  the  enemy,  it 
will  be  easier  to  drive  the  enemy 
away.  (Only  Britain's  small  Rover 
Group,  recently  privatized  in  a  sale  to 


Koni  Nordmann  &)nua 


Fiat  SpA  Maiuif>inf^  Director  Cesare  Romili 

To  acquire  Al/a,  he  "blew  Ford  out  qfthe  water. 


British  Aerospace  Pic,  has  broken  the 
embargo  by  building  cars  jointly  with 
Honda.)  Five  of  the  12  EEC  nations — 
including  France,  Italy,  Britain  and 
Spain — restrict  Japanese  car  sales. 
The  Germans,  with  Europe's  largest 
car  market  and  88,000  auto  exports  to 
Japan  each  year,  have  a  gentleman's 
agreement  with  Japan's  MITI  to  main- 
tain the  Japanese  share  at  15% — or 
435,000  cars  last  year.  Even  so,  the 
Japanese  are  doing  well,  primarily  in 
northern  European  countries,  which 
tend  to  be  less  protectionist.  The  Japa- 
nese now  sell  about  1.3  million  cars  a 
year  in  Europe. 
Come  1992,  when  trade  barriers  are 


1992  is  probably  this:  as  old  restril 
tions  on  internal  trade  crumble,  nel 
restrictions  against  imports  from  ou^ 
side  Europe  will  be  erected. 

Together  with  Europe's  other  majil 
car  producers.  Fiat  is  proposing  r| 
strictive  new  laws  to  keep  Europe 
car  market  after  1992  cosseted  fro:| 
competition.  Through  a  combinaticl 
of  protectionist  laws  and  export  r| 
straints,  the  Europeans  will  try 
freeze  the  Japanese  share  near  its  cul 
rent  level,  11%  of  Europe's  12.6  mil 
lion  car  market.  Protection  will  likef 
extend  not  only  to  carmakers  but 
other  key  industries  like  electronic! 
where  protected  European  companiif 
produce  goods  at  a  far  higher  cost  i 
those  in  Japan.  "Even  when  thinJ 
change  in  1992,"  says  Giarmi  Agne^ 
confidently,  "the  Japanese  will  not  1 
able  to  increase  their  share 
more  than  3  or  4%  of  the  Italid 
market." 

The  Japanese  are  starting 
coimter,  as  they  did  in  the  U.3 
by  building  plants  inside  Eif 
rope.  Nissan,  the  pioneer, 
building  a  $1.5  billion  greei| 
field  factory  in  depressed  nor 
em  England.  The  Nissan  fal 
tory,  capable  of  producirl 
200,000  cars  per  year,  is  just  b| 
ginning  to  export  cars  to 
continent. 

The  French  and  the  Italia 
are  whipping  up  a  protectior 
storm.  The  Common  Marked 
rules  say  that  any  car  with  | 
minimum  of  60%  Europe 
content  will  be  treated  as  Eur^ 
pean-made,  and  therefore 
mune  from  the  quotas.  Nissa 
has  met  the  official  EEC  vahi\ 
added  requirement.  But 
French  are  now  pressing  to  ha\l 

the  percentage  raised  from  60"] 

to  80%.  Why  80%?   Explains  Job 
Wormald,  an  auto  industry  consi 
tant  for  Booz,  Allen  in  London: 
that  level,  it  might  be  just  about 
possible  for  the  Japanese  to  maint 
an  advantage  in  cost  and  quality." 

What  of  their  American  compet 
tors,  not  only  Ford  and  GM  but  alsl 
Honda,  Nissan,  Toyota  and  other  Ja| 
anese  carmakers  that  have  bi 
plants  in  the  U.S.?  Replies  Umber 
Agnelli:  "American  car  exports 
welcome  in  Europe — provided  the 
are  American  products,  not  Japane 
cars  made  in  the  U.S. 
.  Iron  words  in  velvet  phrasing.  If  Fid 
has  its  way,  Japanese  cars  manufad 
tured  in  the  U.S.  will  have  to  meet  tbi. 


scheduled  to  fall  within  the  Common 

One  of  the  most  promising:  the  new     Market,  will  Europe's  doors  also  open  same  80%  level  for  quota-free  expoijl* 

Fiat  Tipo,  an  $11,000  :ompact  that     wider  to  the  Japanese?  Not  necessar-  to  Europe.  Honda's  Marysville  opcr. 

looks  like  a  cross  between  a  Volks-     ily.  The  new  rules  aren't  yet  written,  tions  and  other  Japanese  car  manuta> 

wagen  Golf  and   i  Ford  Taurus.  Ital-     But  a  realistic  assessment  of  Europe  turers  in  the  U.S.  are  now  averagin 
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ff  \buie  Not  IhUhifomi 
^bukOutOfLine. 


Ifourpeoplearepros.  Sowhynothavethemlooklikepros? 

When  they're  in  a  uniform  from  Cintas,  the  unmis- 
takable look  of  success  comes  naturally  A  look  that  tells 
everyone  they  see  that  they're  an  important  part  of  a 
successful  company  Clean,  crisp,  sharp.  Individually 
measured  Cintas  uniforms  comfortably  fit  the  job  and 
always  fit  the  image. 


And  uniforms  from  Cintas  can  be  perfectly  tailored 
to  fit  any  size  company  It's  the  most  convenient,  econom- 
ical and  trouble-free  way  for  your  company  and  your  peo- 
ple to  look  like  pros. 

Wear  the  line  the 
pros  wear.  Uniforms 
from  Cintas.         ff\buieNotInCintas,YxiieNotInUniform. 

1-800-525-0092 


:or  your  company  ana  youi 

dtms 


©  1988  Cintas  Corporation. 


A  tree  brochure  on 

a  hot  product 

for  today's 

markets. 


^^ 


Call  today  for  a  free  brochure 
on  NYFE  CRB  Index  Futures. 

Bear  or  Bull,  NYFE  CRB  Index  Futures 
give  you  a  position  on  27  different  com- 
modity futures  all  at  the  same  time. 

Jack  Carl/312  Futures  lets  you  trade  this 
dynamic  financial  product  at  commission 
savings  of  up  to  80%. 

For  more  info  and  free  brochure: 

Call  toll-free  1-800-621-3424 

222  W  Adams  •  Suite  124«  •  Chicago,  IL  bObOb 

A  Division  of  the  Index  Futures  Group 

Clearing  Member  of  all  Principal  U.S.  Futures  Exchanges 

©  Jack  Cari/312  Futures  1988 


rxight  in  the  heart  of  Houston's 
Financial  and  Theater  Districts. 
Complimentary  Limousine  down- 
town, lull  health  club  facilities.  Most 
important]),  a  stall  dedicated  to  your 
personal  sersice. 


ilANCASTER 

HOUSTON 


70}  Tkbu  Avenue,  HmuUm,  Tems  77002 

713/228-9500  ■  800/2310336  ■  Trta  790-S06 

A  Member  of  Small  Luxury  Hotels 
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ItHasBrilliance 

Written 

MOverL 


Nothing  makes  a  bright 
idea  stand  out  like  a  brilliant 
sheet  of  paper.  So,  for  the  sharp- 
ness ana  contrast  that  gets  your 
message  noticed  and  your  point 
across,  get  Mead  Moistrite.® 

rrfeod 

Business  Papers 

Pbr  A  Better  Image. 

Mcjd  lint  Paper  CiiurttxiiK  PUai  Daymn.  Ohio  ■♦5463 


less  than  55%  local  American  co| 
tent.  This  is  what  is  on  the  mind 
Clayton  Yeutter,  the  U.S.  Trade  Rel 
resentative,  when  he  worries:  "We  al 
greatly  troubled  by  reports  that  t]| 
[European]  community  is  considerii 
EC-wide  auto  restraints  in  conji 
tion  with  its  internal  market." 

Will  Fiat  and  the  European  carmal 
ers  get  their  way?  Almost  surely,  yel 
The  auto  industry  is  Europe's  largel 
employer,  providing  direct  or  indirel 
employment  for  nearly  10%  of  til 
work  force.  Add  up  the  lobbying  po^| 
er  of  Fiat,  Volkswagen,  Peugeot 
Renault,  plus  General  Motors 
Ford  (the  latter  two  control  a  cor 
bined  23%  of  the  European  marke^ 
and  it's  clear  why  one  Eurocrat 
Brussels  says:  "It's  inconceivable  thi 
the  European  Commission  wouj 
make  any  change  that  would  enda 


**The  Japanese  are  more 
competitive  than  we  are, 
there's  no  dottbt,"  says 
Gianni  Agnelli.  'They  work 
harder  and  live  worse." 


ger  Fiat,  or  any  European  carmaker. 

Fiat  last  flexed  its  political  muscli 
in  Italy  in  1986,  when  it  derailed  For 
Motor  Co.'s  efforts  to  buy  Alfa  R( 
meo,  after  merger  talks  between  Fii 
and  Ford  Europe  broke  down.  In  Ma 
1986  Ford  entered  into  negotiation 
with  the  ItaHan  state  holding  compj 
ny  IRI  to  acquire  Alfa,  the  last  majc 
ItaUan  automaker  not  under  Fiat's  dc 
main.  After  learning  of  the  Ford  pre 
posal.  Fiat  Managing  Director  Cesai 
Romiti  paid  a  hasty  call  on  the  Italia 
prime  minister  and  later  put  in 
coimterbid  for  Alfa.  The  govemmen 
after  a  pause,  chose  Fiat  over  Ford,  an 
accepted  a  bargain  price.  "It  took  Fia 
no  time  to  blow  Ford  out  of  the  w£ 
ter,"  says  Joseph  LaPalombara,  Yal 
professor  and  expert  on  Italy's  theatr 
cal  political  system.  "Almost  every 
one  in  the  government  concluded  i 
was  not  in  the  national  interest  tha 
Fiat  should  be  faced  with  competitioi 
in  its  backyard." 

Alfa  has  become  an  important  ele 
ment  of  Fiat's  turnaround  story.  Alf 
has  been  subjected  to  the  typical  Fia 
cure:  Fifteen  percent  of  the  work  fore 
was  let  go,  components  were  stan 
dardized  and  an  army  of  robots  de 
ployed  on  the  factory  floor.  At  Alfa' 
factory  in  Pomigliano,  a  trash-strewi 
suburb  of  raucous  and  chaotic  Naples 
the  Neapolitan  Mafia,  known  as  thi 
Camorra,  controlled  the  purchasin] 
and  hiring  departments.  Both  depart 
ments  are  now  mostly  managed  off 
site   by  Fiat   persoimel.   "Alfa's  ol( 
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On  June  14,  the  Federal  Aviation  Admin- 
tration  certified  Starship.  And  business 
'iation  entered  a  new  age. 

Starship  is  the  first  really  new  corpo- 
le  airplane  in  25  years.  On  the  ground 
in  the  air,  its  unique  design  and  graceful 
les  are  unmistakable. 

Starship  is  the  most  tested,  most 
oven  airplane  in  the  history  of  general 
Jiation.  Featuring  advanced  avionics 
istom-designed  by  Collins  with  full  CRT 
splays,  CAT  II  capability  and  time-saving 
atures  like  point-to-point  navigation  any- 
lere  in  the  world  and  built-in  testing  and 
agnostics.  Pilot  workload  is  low,  and  the 
stem  has  greater»redundancy  than  any 


other  corporate  airplane.  It's  even  a  step 
ahead  of  the  newest  airlines. 

A  triumph  of  Beechcraft  engineering, 
Starship  combines  materials  and  tech- 
nology proven  in  military  and  space 
applications.  The  results;  a  super-strong 
structure  of  lightweight  graphite/epoxies. 
And  a  cabin  that  is  8.5  inches  higher,  12 
inches  wider  and  54  inches  longer  than 
the  spacious  Beechcraft  Super  King  Air 
300.  Starship  actually  matches  the  room- 
iness and  comfort  of  mid-size  jets  costing 
almost  twice  as  much. 

Initial  TBO  of  the  Pratt  &  Whitney  en- 
gines is  an  unprecedented  3000  hours. 
Parts  and  service  will  be  readily  available 


thru  Beechcraft's  22  Corporate  Aviation 
Centers  in  the  U.S.  and  distributors  across 
the  world. 

Production  of  Starship  has  begun.  We 
are  moving  on  schedule  toward  the  first 
customer  delivery.  The  time  is  approaching 
when  you  will  be  able  to  experience  first 
hand  the  airplane  that  is  setting  new 
standards  for  business  aviation. 

For  detailed  information  on  Starship, 
call  1-800-835-7767  Ext  542. 
Beechcraft.  Where  new  Ideas  take  flight. 

I^eechcraft 


Iftiiisisapricewar, 

we  just  dropped  flie 

big  one. 


[ntroducing  The 
CP832  Portable 
ellular  Telephone 
fromSTS.  $695 
Complete. 

\ried  with  fresh  thinking 
I  inovative  engineering,  STS 
H':kly  changing  the  face  of 
i  lustry  dominated  by  $2,000 
1  /en  $3,000  price  tags, 
t  /as  a  natural  move,  really 

id  already  taken  the  home 
;  te  television  market  by 
ti .  And  the  private-aircraft 
cics  industry.  In  each  case, 

icanny  knack 
1  lilding  high- 
ly y,  low-cost 
:  onics  had 
i  ished  STS 
i  innovative 

".  I* 

Li     L    • 

J :  it  wasn't 

»;h.  We  needed 

«h  challenge, 

I  le  price-heavy 

1 3le  cellular  market  seemed 

^  perfect  target. 

ivas. 

!  mpare  specs  and  you'll  find 

rS  portable  offers  all  the 
t  es  of  its  higher-priced 
lerparts.  Memory  dial.  Call 
:  :tion.  Lighted  LCD  display 
;  a  leather  carrying  case, 
I  rger,  12V  car  adapter  and 
i  hable  antenna.  Others  might 
Ihese  options.  But  in  our 

s,  a  portable  phone  wouldn't 
I  »rtable  without  them. 

If  You  Work  In 
0  Cities,  We've  Got 
Your  Number. 

i:'ve  taken  the  notion  of 
bility  a  step  further  by  intro- 
ig  dual  NAM  capability. 


This  gives  your  STS  portable 
two  possible  phone  numbers. 
So  if  you  live  or  work  in  a  city 
served  by  one  cellular  carrier 
and  commute  to  a  city  served 
by  another,  simply  set  up  service 
in  both  places.  Of  course,  the 
CP832  works  wherever  cellular 
service  is  offered.  But  this 
feature  eliminates  roaming 
charges  wherever  you  set  up 
the  second  number.  Even  if  you 
never  use  it,  this  offers  some 
insight  into  our  forward-thinking 
design  philosophy 


Features 

STS 
Model  CP832 

Motorola 
8100L 

NEC 
P9000 

GE 
Mini 

Radio  Shack 
CT300 

Cumulative  Call  Timer 

y 

»^ 

\^ 

t^ 

*^ 

Dialed  Number  Display 

w 

\^ 

i^ 

^ 

*/> 

Electronic  Lock 

i/" 

i^ 

*^ 

(^ 

J^ 

Dual  NAM 

\^ 

•^ 

Memory  Dial 

»^ 

J^ 

i/- 

i^ 

•^ 

Leather  Case,  Recharger, 
Auto  Adapter 

Standard 

Extra 

Extra 

Extra 

Extra 

15- Day  Money  Back 
Guarantee 

»^ 

1  Yr.  Warranty  On  Parts 
and  Labor 

•^ 

1^ 

\^ 

^ 

i^ 

Price 

$695 

$1695 

$2995 

$1795 

$1499 

*Pnces  are  manufacturer  suggested  retail,  based  on  survey  conducted  8/3/88. 


Deal  Direct  With 
The  Experts. 

This  makes  a  lot  of  sense. 
When  you  call  with  a  question, 
you  speak  direcdy  to  the  people 
who  design  and  build  the 
CP832.  We  know  it  inside  and 
out.  So  you  get  real  answers 
from  real  experts. 

Our  approach  to  service  is  just 
as  direct.  Should  your  STS 
portable  phone  ever  need 
service,  send  it  straight  to  us. 
We  offer  a  48-hour  repair  turna- 
round. And  we  back  up  the 
CP832  with  a  one-year  limited 
warranty  on  parts  and  labor  with 
a  15-day,  no-questions -asked, 
money-back  guarantee.  Whew. 


Picking  Up  Our 

Phone's  As  Easy  As 

Picking  Up  Your  Phone. 

Just  call  1-800-888-4566  toll- 
free.  We'll  answer  any  ques- 
tions. We'll  even  send  you  a 
bundle  of  free  information. 
Specifications,  price  compari- 
sons, the  works. 

When  you're  ready  to  order, 
we'll  ship  your  phone  Federal 
Express®  within  two  working 
days.  Meanwhile,  we'll  set  you 
up  with  local  cellular  service.  So 
when  your  phone  arrives,  you're 
ready  to  go. 

Order  your 
STS  portable 
cellular  tele- 
phone today. 
'Vbu'll  wonder 
how  you  ever 
got  along  with- 
out it.  But  at 
this  price, 
you'll  be  glad 
you  waited  till  now. 

CP832 

Portable  Cellular  Telephone 

$695  Complete 

(In  Missouri  add  $39.79  sales  tax) 

Order  Today 

Toil-Free 
1-800-888-4566 

(Mon.-Fri.,  8  a.m. -8  p.m.  CST) 
Visa/MasterCard  accepted 


Sslmllitm  TvcAnology  Sfvic»m 


11601  Lilbum  Park  Road 
St.  Louis,  MO  63146 

Upon  activation  of  your  telephone,  you  will  receive  service  and 
monthly  bills  from  your  cellular  carrier  A  contract  for  service  will 
exist  between  you  and  the  carrier  once  the  carrier  approves  and 
activates  your  request  for  service  The  terms  of  the  service  contract 
are  available  upon  request. 

(Dept.  10811)  'Price  based  on  cellular  service  designated  by  STS. 
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Agnelli's  jewel 


Fl  or  E1120  Ferrari,  selling  cars 
was  always  a  necessary  evil.  His 
real  interest,  the  abiding  love  of  his 
60-year  professional  life,  was  in 
building  explosively  powered  rac- 
ing cars  for  the  Formula  One  tracks 
of  Europe.  Racing  is  an  expensive 
hobby.  Ferrari  SpA,  now  90% 
owned  by  Fiat,  spends  $40  million 
a  year  to  build  and  race  the  Formu- 
la One  cars  Enzo  Ferrari  so  loved. 
The  money  is  lifted  out  of  the  prof- 
its earned  on  annual  sales  of  4,000 
Ferrari  sports  cars,  which  retail  for 
between  $72,000  and  $134,000. 

There  is  plenty  of  profit  for  rac- 
ing. "We  make  more  profit  on 
4,000  Ferraris  than  on  40,000 
Fiats,"  says  Fiat  Auto  President 
Vittorio  Ghidella,  who  also  serves 
as  Ferrari  SpA's  chairman,  and  has 
been  named  Fiat  managing  director 
Cesare  Romiti's  eventual  succes- 
sor. Ferrari,  however,  has  never 
chased  profits.  In  1987,  on  sales  of 
$266  million,  Ferrari  booked  a  net 
income  of  just  $1 1  million,  and  in 
addition  to  the  racing  expenses, 
Ferrari  charged  off  $18  million  in 
depreciation. 

The  Ferrari  factory,  a  cluster  of 
buildings  that  look  like  a  Quonset- 
hut  army  camp,  is  beside  a  narrow 
road  in  Maranello,  a  small  town 
just  outside  Modena,  one  of  Italy's 
wealthiest  cities.  All  Ferrari  sports 
cars  are  taken  for  a  test  drive 
around  the  streets  of  Maranello. 
The  speed  limit  is  30mph,  though 
it  is  not  unusual  for  Ferraris  in 
testing  to  streak  through  the  town 
at  speeds  fast  enough  to  qualify  for 
the  Indianapolis  500.  "The  local 
police  are  very  tolerant,"  explains 
one  Ferrari  marketing  executive. 

Each  Ferrari  engine  is  individual- 
ly cast  of  aluminum  alloy,  using  a 
technique  similar  to  the  lost-wax 
process  favored  by  medieval  gold- 
smiths. The  engines  look  large 
enough  to  power  a  jet  aircraft.  Enzo 
Ferrari,  who  cared  for  little  but  his 
engines,  gave  Pininfarina  a  free 
hand  to  design  the  groimd-hugging 
body  of  Ferrari  sports  cars.  Over 
80%  of  Ferrari  sports  cars  are  paint- 
ed ruby  red,  the  traditional  color  of 
Italian  Grand  Prix  racing  cars. 

In  1969  Fiat  bought  50%  of  Fer- 
rari, but  stayed  at  arm's  length 
from  its  operations.  Last  June  Enzo 
Ferrari,  in  ill  health  at  age  90, 
called    Vittorio    Ghidella    to    his 


home  in  Modena  and  said  that  he 
wanted  to  sell  his  40%  stake  in 
Ferrari  SpA  to  Fiat.  Ghidella  quick- 
ly agreed  to  pay  just  $15  million  for 
40%  of  a  company  with  steady 
profits  and  $100  million  in  net  as- 
sets. Enzo  Ferrari's  only  surviving 
child,  Piero  Lardi,  the  43-year-old 
son  of  Ferrari's  mistress,  holds  the 
remaining  10%  of  Ferrari's  equity. 
In  August  Ferrari  died  at  his  home. 
Ghidella  has  pledged  to  keep  fi- 
nancing the  Ferrari  racing  team, 
which  is  suffering  through  a  fifth 
disappointing  year  on  the  Grand 
Prix  circuit  in  Europe.  Gradually, 
Fiat  is  taking  a  more  active  role  in 


u  1  s.  G  immd -Liaison 


Tlye  late  F.nzo  Ferrari 

Before  his  death,  a  male  to  Fiat. 

Ferrari's  management.  In  Italy,  Fiat 
now  offers  one  of  its  sedan  cars,  the 
Lancia  Thema,  with  a  Ferrari  en- 
gine. Fiat  produces  ten  of  the  Lan- 
cia Ferraris  per  day,  and  sells  them 
for  $47,000.  But  the  combination 
has  not  been  a  resounding  success. 
"Many  Italians  dream  of  owning 
this  Lancia.  But  those  who  do  often 
find  themselves  disappointed,"  ex- 
plains Ghidella.  "It  is  not  the  same 
as  driving  a  sleek,  red  two-seater. 
There's  not  all  that  much  differ- 
ence from  any  other  car  when  you 
push  the  accelerator." 

Ferrari  sells  one-third  of  its  an- 
nual production  in  the  U.S.  De- 
spite falling  sales  for  other  Europe- 
an luxury  cars  m  the  U.S.,  Ferrari 
continues  to  do  well.  Americans 
ordering  some  Ferrari  models,  in- 
cluding the  popular  $130,000  Tes- 
tarosa,  now  have  to  wait  at  least  a 
year  for  delivery. 

"In  America,  we  can  do  what  we 
want  with  Ferrari,"  beams  Gianni 
Agnelli.  "It  is  our  jewel."— P.F. 


management  let  a  bad  situation  g 
out  of  hand,"  says  Vittorio  Ghideli 
president  of  Fiat  Auto. 

Now  that  Alfa  is  more  competitiv 
Fiat  plans  next  year  to  begin  sellij 
the  new  Alfa  164  sedan  in  the  U. 
The  car  will  be  sold,  at  aroiu 
$25,000  a  copy,  through  Alfa's  1! 
dealers  and  also  at  selected  Chrysk 
Plymouth  dealerships.  How  well  tl 
Alfa  164  will  sell  is  unclear.  U.S.  sal 
of  midpriced  European  cars  are  falli] 
fast,  down  about  30%  in  the  first  b 
of  1988.  The  Audi  5000,  Volvo  2^ 
and  BMW  3  series  are  all  beii 
squeezed  by  rising  sticker  prices  ai 
competition  from  Honda's  Acui 
And  there  will  soon  be  new  luxu 
cars  from  Toyota  and  Nissan  to  co 
tend  with.  Even  Alfa's  modest  goal 
10,000  cars  a  year  in  the  U.S.  may  1 
difficult  to  achieve. 

But  don't  worry  about  Fiat.  Lil 
Ford  Motor's  Donald  Petersen,  Fiat 
Agnelli  brothers  are  moving  cautiou 
ly  into  the  uncertainties  of  the  ne 
decade.  By  the  end  of  the  year,  Fi 
should  have  $7.5  billion  in  cas 
(Ford,  with  three  times  Fiat's  salej 
has  over  $10  billion.)  Agnelli  and  hi 
lieutenants  decline  to  say  wh 
they'll  do  with  the  cash,  except 
deny  rumors  that  they  will  buy  BM^ 
or  another  carmaker.  Too  bad:  Fiat 
the  last  two  years  has  strayed  ini 
retailing,  textiles  and  basic  chem 
cals.  The  return  on  equity  in  the; 
Fiat  businesses  is  much  lower  tha 
the  22%  achieved  in  automaking.  Pe 
haps  the  Agnellis  will  allow  the  ca> 
to  remain  in  their  pockets.  They  c 
say  that  any  fall  in  automotive  salt 
will  be  offset  by  a  rise  in  intere 
mcome. 

Fiat's  sturdy  finances  must  pleas 
not  only  the  Agnellis,  but  Fiat's  oth( 
powerful  shareholder,  Deutsct, 
Bank.  In  June  Deutsche  Bank  Chaij 
man  Alfred  Herrhausen  announce! 
that  the  bank  now  considers  its  2.5'i 
shareholding  in  Fiat  to  be  a  perm 
nent  stake. 

Since  the  aimouncement,  there 
been  much  speculation  that  Deutsct 
Bank  may  be  planning  to  merge  th 
truck  operations  of  Daimler-Benz,  1 
which  the  bank  is  the  major  shan 
holder,  with  Fiat's  smaller  but  moi 
profitable  truck  business.  But  Giani 
Agnelli  is  eager  to  scotch  all  sue 
talk.  "Deutsche  Bank  is  a  great  help  a 
far  as  [Fiat's]  prestige  goes,"  he  say: 
"But  there's  no  intention  of  linkag 
between  us  and  Daimler.  That's  nc 
one  of  Deutsche  Bank's  aims." 

There's  nothing  like  profitabl 
businesses  rurming  well,  and  plent 
of  cash  in  hand,  to  give  a  man  conf 
dence  about  calling  his  own  shots.  I 
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^Ijy  does  Columbia  S&L  sell  at  half  the  PIE  other  profitable  thrifts 
OYYimand?  Can  it  be  that  investors  get  nervous  when  a  chief 
(<:ecutive pays  himself  $120,000  a  week?  Thafs  right.  A  week. 


i 


Tom  Spiegel's  (dubious) 


claim  to  fame 


olumbia  Savings  &  Loan 's  Thomas  Spiegel  and  Laurence  Fisl) 

We  need  to  build,  a  .  .  .foundation  of  more  predictable  core  earnings. 


^ 


AO 


\0'- 
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By  John  Heins 


COLUMBIA  Savings  &.  Loan  of 
Beverly  Hills,  Calif,  (assets, 
$11.7  billion)  is  only  the  15th- 
biggest  thrift  in  the  country  but  is 
noted  for  tvsro  things.  One,  for  paying 
one  of  the  most  outrageous  salary, 
bonus  and  retirement  plan  packages 
in  the  corporate  world:  $19  million  in 
the  past  three  years  alone  to  its  chief 
executive,  Thomas  Spiegel.  Tw^o,  for 
aggressively  using  the  FSLIC  deposit 
guarantee  to  raise  lov^-cost  money  to 
enable  Columbia  to  speculate  in 
stocks  and  in  junk  bonds  and  to  do 
little  of  what  a  thrift  is  supposed  to 
do,  lend  money  to  home  buyers. 

But  all  is  not  well  in  Tom  Spiegel's 
cozy  world  these  days.  Columbia's 
earnings  fell  nearly  40%  last  year,  to 
$119  million,  in  good  part  because 
Columbia's  $350  million  stock  port- 
folio was  creamed  in  the  market 
crash.  Problems  emerged,  too,  in  Co- 
lumbia's commercial  loan  portfolio, 
causing  nonperforming  loans  to  quin- 
tuple to  $102  million. 

This  year  rising  interest  rates  have 
cut  into  the  gains  on  sales  of  fixed- 
income  securities  that  Columbia  de- 
pends on  for  much  of  its  profits.  And 
as  the  junk  bond  market  has  gotten 
more  crowded,  spreads  between  high- 
er-quality junk  bonds  and  other  inter- 
est rates  have  narrowed,  crimping  Co- 
lumbia's interest  spreads  somewhat. 

Earnings  are  off  74%  through  June 
from  last  year's  levels.  Columbia's 
New  York  Stock  Exchange-listed 
shares,  over  17  in  1986,  now  trade 
around  8 — about  four  times  estimated 
earnings  at  a  time  when  the  badly 
battered  industry  trades  around  six 
times  earnings. 

For  a  while  Columbia  looked  good. 
Tom  Spiegel  and  his  dad,  Abraham 
Spiegel,  had  a  plan.  Instead  of  growing 
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Innovation 


WILLIAM  THE  CONQUERif 
AND  AIR  SUPERIORITY »: 

most  decisive  battles  in  the  history  of  the  v.r 
fought.  William,  Duke  of  Normandy,  venture;? 
sion  of  England  in  the  face  of  a  formidable  of 
But  one  of  the  reasons  that  gave  him  the  conle 
try  such  a  risky  undertaking  was  that  he  had  tt 
invented  technological  edge  that  the  English 

That  edge  was  the  stirrup. 

While  the  English  rode  to  the  battlefield,  th/ 
on  foot;  conventional  wisdom  being  that  the  \  r 
too  unstable  a  platform  from  which  to  figh  E 
Norman  cavalry,  standing  secure  in  their  stirr); 


Bayeux  Tapestry,  Anon  C  1077,  Bayeux.  France 


i  ride  down  the  English,  letting  the  weight  of  their 

ff  ig  horses  punch  their  lances  home. 

lis  technological  edge  led  to  the  conquest  of 

3  Without  it,  William  might  never  have  attempted 

T  perilous  war.  And  this  very  ad  might  have  been 

\i  in  Anglo-Saxon. 

lere  are  two  lessons  here,  lessons  that  have 

r  apeated  endlessly  throughout  history.  The  first 

li  iechnological  differences  can  lead  to  the  rise 

:|</nfall  of  great  civilizations.  The  second  is  that, 

)  jened  by  such  advantages,  a  potential  adversary 

'3k  war. 

1  e  laws  of  history  have  not  changed.  In  our  own 

>  e  find  ourselves  jockeying  for  the  technological 

t  The  Warsaw  Pact  is  expected  to  produce  an 


air  superiority  fighter  in  the  mid-1990s.  This  is  where 
America's  Advanced  Tactical  Fighter  comes  in.  A 
culmination  of  the  most  far  reaching  technology  in 
history,  the  ATF  will  effectively  check  a  potential  imbal- 
ance in  air  defense,  and  so  preserve  stability. 

If,  almost  a  millennium  ago,  the  English  had  had 
some  effective  counter  to  the  Norman  cavalry,  William 
might  have  had  second  thoughts  about  crossing  the 
Channel.  Applying  that  timeless  lesson  today  we  know 
that  defenses  such  as  the  Advanced  Tactical  Fighter 
will  give  second  thoughts  to  anyone  thinking  that  now 
is  his  chance. 


"^^Lockheed 


Giving  shape  to  imagination. 


Tom  SpiegeVs  thrift  was  an  early  and  big  ctistomer  of 
Drexel  Bumham's  high-yield  bond  department.  Of  course, 
SSiLs  were  supposed  to  lend  money  to  home  buyers;  that's 
why  their  deposits  were  guaranteed  by  a  federal  agency— 
to  ensure  them,  access  to  low-cost  deposits.  But  when  the 
SSiLs  got  into  trouble,  the  government  helped  them  out  by 
permitting  them  to  diversify  investments.  Tom  Spiegel  and 
his  dad  were  no  fools.  Why  not  take  those  relatively  low- 
cost  deposits  and  invest  in  high-yielding  paper  instead  of 
home  mortgages?  Borrow  cheap  and  lend  dear. 


through  costly  branches,  they  would 
attract  deposits  primarily  by  selling 
certificates  of  deposit  through  nation- 
al brokerages.  Thus,  today  Columbia 
has  only  13  branch  offices,  compared 
with  six  times  that  many  for  similar- 
size  rival  thrifts  in  California.  They 
would  make  enough  mortgage  loans 
to  keep  regulators  off  their  backs,  but 
would  make  their  real  money  financ- 
ing corporate  takeovers  and  leveraged 
buyouts.  It  all  worked  very  well  until 
last  year's  crash  and  the  ensuing  vola- 
tility in  stock  and  bond  markets  hurt 
Columbia's  earnings. 

Tom  Spiegel's  thrift  was  an  early 
and  big  customer  of  Drexel  Bum- 
ham's  high-yield  bond  department.  Of 
course,  thrifts  were  supposed  to  lend 
money  to  home  buyers;  that's  why 
their  deposits  were  guaranteed  by  a 
federal  agency — to  ensure  them  ac- 
cess to  low-cost  deposits.  But  when 
the  savings  and  loans  got  into  trouble, 
the  government  decided  to  help  them 
out  by  permitting  them  to  diversify 
their  investments.  Now,  Tom  Spiegel 
and  his  dad  were  no  fools.  Why  not 
take  those  relatively  low-cost  depos- 
its and  invest  them  in  high-yielding 
paper  instead  of  home  mortgages? 
Borrow  cheap  and  lend  dear. 

But  now  that  junk  bond  yields  are 
no  longer  so  advantageous,  the  Spie- 
gcls  plan  to  do  things  a  little  different- 
ly. Tom  Spiegel  wants  Columbia  to 
become  more  of  a  "merchant  bank- 
er"— get  Columbia  involved  early 
enough  in  financings  for  leveraged 
buyouts  and  the  like  so  that  it  can 
influence  the  structure  of  the  deal  be- 
fore committing  to  buy.  It  will,  in 
short,  compete  more  directly  against 
the  Merrill  Lynches,  the  Morgan 
Stanleys,  the  Salomons.  Can  it  so 
compete?  Tom  Spiegel  says  it  can. 

Spiegel  is  also  trying  to  step  up  Co- 
lumbia's real  estate  development  ac- 
tivities. The  company,  for  example,  is 
currently  building  three  office  build- 
ings in  Beverly  Hills — including  a 
new  headquarters  building  for  itself — 
and  hopes  this  year  to  sell  10  to  15 
high-priced  homes  in  southern  Cali- 
fornia that  were  built  by  a  subsidiary. 

But  after  Oct.   19,   1987,  no  more 


common  stocks,  Tom  Spiegel  avel 
He  has  already  sold  over  40%  of  CI 
lumbia's  $350  million  stock  portfo]| 
and  is  gradually  getting  rid  of  the  re 

Columbia  even  says  it  now  wa 
to  do  more  of  what  thrifts  were  si 
posed  to  do  in  the  first  place:  lend  I 
home  buyers.  "We  need  to  buildl 
more  steady  foundation  of  more  pil 
dictable  core  earnings,"  says  Laf 
rence  Fish,  the  former  Bank  of  BostI 
executive  vice  president  who  SpieJ 
hired  in  March  to  handle  day-to-d| 
operations. 

With  Fish  minding  the  bank,  Tol 
Spiegel  can  spend  more  time  lookiif 
at  the  big  picture.  The  big  picture  f| 
Spiegel  includes  acquisitions.  Seei 
FSLIC  handing  out  all  these  low-ris| 
high-profit-potential  deals  to  peof 
who  take  over  sick  thrifts  in  Texl 
and  elsewhere,  Spiegel  wants  some  I 
the  goodies.  Columbia's  regulatoj 
capital-to-liabilities  ratio,  7.5%, 
mains  one  of  the  best  in  the  troublJ 
industry.  Columbia  has  already  bij 
unsuccessfully,  for  two  failed  thrifj 
in  Texas,  and  is  still  looking.  Sa| 
Spiegel:  "We  think  Texas  is  just  no^ 
turning." 

Investors     seem     less     optimistj 
about  Columbia's  future  than  Spiegj 
and  Fish  seem  to  be.  The  stock  tradJ 
at  only  four  times  expected  1988  ear! 
ings  and  at  a  sickly  53%  of  tangib 
book  value.  Strong  thrifts  such  as  H. 
Ahmanson  and  Great  Western  Finai 
cial  trade  for  eight  times  expect t 
earnings  and  at  better  than  100°. 
their  tangible  book  values. 

But  then  other  thrift  executive 
don't  help  themselves  to  the  size  sal 
ries  Tom  Spiegel  routinely  does.  Ovi 
the  last  three  years  Spiegel  has  pa; 
himself  1 1  times  the  amount,  for  e; 
ample,  paid  to  Herbert  Sandler,  chai 
man  of  Golden  West  Financial,  coi 
sistently  one  of  the  industry's  mo' 
profitable  thrifts. 

There  are  other  things  investo; 
don't  like  about  Columbia.  Does  th 
company  really  need  those  two  corpi 
rate  jets?  Is  it  right  that  Tom  Spiegi 
and  his  top  executives  should  invcr 
their  own  money  in  deals  Columbi 
invests  in,  getting  favorable  terms  hi 
cause  of  the  Columbia  connection? 

All  these  things  tend  to  turn  o 
outside  investors,  but  since  the  Spi( 
gels  own  55%  of  the  stock,  there  isn 
much  outsiders  can  do,  except  giv 
the  stock  a  wide  berth  and  lament  th 
bad  image  Spiegel's  enormous  pay  an 
controversial  tactics  give  the  whol 
industry. 

Last  year  Tom  Spiegel  cut  his  tak 
slightly  from  I985's  high,  $9  millior 
to  $5.5  million.  Wonder  if  he'll  take 
cut  this  year?  ■ 
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SIKTEOFTHEART. 


I  The  refined  shape  of  the  Volvo  780  was 
:  eftiUy  arrived  at  by  Bertone,  Italy's  leading 
;tomotive  designer. 

j    But  since  the  turbocharged  780  was  engj- 
'^red  in  Sweden,  the  attraction  goes  well 
;  yond  sophisticated  looks. 


Consider,  for  example,  the  Multi-link  inde- 
ndent  rear  suspension.  Unlike  more  conven- 
^nal  systems,  Multi-link  allows  each  tire  to 
iividually  adjust  to  road  conditions.  So  when 
u  encounter  uneven  road  surfaces  only  one 
e,  instead  of  four,  is  affected.  The  result  is  a  sus- 
nsion  system  that  puts  comfort  and  handling 
ider  one  roof 

As  one  would  expect,  a  car  of  the  780  s  class 
equipped  with  a  drivers -side  Supplemental 
^straint  System  (SRS).  When  used  in  conjuction 
ith  our  three-point  seat  belt,  SRS  is  designed 


to  increase  protection 
to  the  driver  in  certain 
types  of  accidents. 

For  additional 
safety,  the  Volvo  780  is 
equipped  with  anti-lock 
braking  (ABS)  which 
continuously  regulates 
the  distribution  of  braking  power  Consequently, 
ABS  allows  you  to  brake  with  less  chance  of 
skidding  or  losing  steering  control.  And  that  helps 
take  the  panic  out  of  panic  stops. 

So  see  us  soon  to  test  drive  the  Volvo  780 
personal  luxury  coupe.  Its  an  engineering 
achievement  even  an  artist  can  appreciate. 
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88  VOLVO  NORTH  AMERICA  CORPORATION 


CALL  TOLL  FREE  FOR  YOUR  CATALOG  OF  1989  VOLVOS    1-800-221-9136 
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ATOtVO 

A  car  you  can  believe  in. 


iMr.  Pitney 


Mr.Bowi 


.  I'lim;)-  B"-- 


MR  BOWES 


M.mL 


^IL 


Ip  Pitney  Bow 


DIQAPHONE 


IGATION  SYSTEMS 

You're  looking  af  the 
1  Express™  system.  It's 
■  the  newest  products 
Dictaphone  Corpora- 
n  important  part  of 
;'  Bowes. 

]  The  Dictaphone  name 
5  leadership,  innovation, 
;mce,  qualities  which 
nade  Dictaphone  the 
's  leading  supplier  of 
on  and  voice  processing 
lis. 

'   It  means  products  like 
il  Express,'"  a  com- 
ized  communication 
m  that  lets  business 
e  dictate  and  send  voice 
om  any  phone,  anytime. 

But  more  important, 
phone  Corporation 
s  for  the  special  relation- 
hat  exists  between  real 
nier  needs  and  practical 
ess  solutions. 

Which  is  what 
itney  and  Mr.  Bowes 
for.  Always  have; 
's  will. 

If  you'd  like  more 
illation  about  how  the 
phone  Corporation  can 
'OUT  business,  call  1-800- 
iOWES,  ext.  783. 


Jean-Baptiste  Colbert,  1 7th-century  French 
finance  minister,  said  the  art  of  taxation 
was  in  ''plucking  the  goose  so  as  to  obtain 
the  largest  amount  of  feathers  with  the  least 
possible  amount  of  hissing. "  Our  local  gov- 
ernments are  masters  of  the  art. 

But  dont 
make  them  hiss 


By  Janet  Novack 


W'  HATEVER  HAPPENS  to  federal 
taxes  in  the  next  Administra- 
tion, take  this  to  the  bank: 
State  and  local  governments,  which 
are  already  chewing  up  a  record  per- 
centage of  our  income,  will  bite  even 
harder  in  the  years  ahead.  Below  the 
federal  level,  administrations  across 
the  country  have  been  gnawing  on 
taxpayers  with  fees,  charges  and  spe- 
cial assessments  for  a  broadening  ar- 
ray of  services,  from  trash  pickup  to 
sewer  repair  to  golf  course  greens 
maintenance.  After  falling  from 
11.8%  of  GNP  in  1976  to  11%  in 
1979,  state  and  local  government  re- 
ceipts started  climbing  and  have  now 
hit  a  record  1 2% -plus  of  GNP — and 
this  in  a  GNP  that  has  grown  substan- 
tially over  the  period  in  inflation-ad- 
justed terms. 

But  the  bite  has  increased  so  gradu- 
ally and  in  such  a  fragmented  manner 
that  voters  have  apparently  hardly  no- 
ticed. Besides,  the  politicians  have 
learned  to  package  the  taxes  in  ways 
that  the  voters  will  accept. 

what's  happening  essentially  is 
this:  As  federal  budget  cuts  have  re- 
duced grants  to  the  local  govern- 
ments, the  latter  have  replaced  those 
funds  with  money  raised  on  the  local 
and  state  level.  Put  it  this  way:  Part  of 
what  the  federal  government  has  giv- 
en the  public  in  income  tax  cuts,  the 
locals  have  taken  away.  "When  the 
federal  government  promises  no  new 
taxes,  they're  promising  no  new  feder- 
al taxes,"  observes  Robert  Ebel,  direc- 
tor of  finance  research  for  the  Adviso- 
ry Commission  on  Intergovernmental 
Relations. 

So,  are  taxpayers  storming  state- 
houses?  "This  is  one  of  the  quietest 
years  in  terms  of  tax  protest  we've  had 
in  a  long  time,"  says  Steven  Gold, 


director  of  fiscal  studies  for  the  Na- 
tional Conference  of  State  Legisla- 
tures. One  reason:  The  public  hardly 
notices.  The  politicians  learned  a  les- 
son. When  they  tried  piling  too  much 
of  a  load  on  the  highly  unpopular  real 
estate  tax,  the  voters  screamed.  The 
most  spectacular  result:  California's 
tax-cutting  Proposition  13.  The  trick 
now  is:  Pluck  them,  but  don't  let 
them  feel  they  are  being  plucked.  Call 
the  levies  user  fees,  impact  fees  and 
special  assessments.  Yes,  some  states 
in  a  pinch  have  raised  general  sales  or 
income  taxes.  But  more  commonly, 
they've  been  nibbling  away  by  in- 
creasing gasoline  and  cigarette  taxes 
and  expanding  sales  taxes  to  cover 
more  services  (e.g.,  video  rentals,  dry 
cleaning).  They  also  have  been  steadi- 
ly upping  license  fees  and  state  col- 
lege tuition;  promoting  lotteries  and 
passing  special-purpose  levies  (e.g.,  on 
hazardous  waste).  As  Patrick  McGui- 
gan,  who  edits  a  voter  initiative  news- 
letter, puts  it:  Citizens  are  showing  an 
increased  "willingness  to  approve 
dedicated  taxes  focused  on  a  particu- 
lar problem." 

Over  the  next  several  years  local 
communities  will  have  to  meet  a  host 
of  expensive  new  federal  environmen- 
tal mandates  (affecting  wastewater 
treatment  and  solid  waste  disposal, 
for  example).  They  will  have  to  fix 
decrepit  roads  and  bridges  and  meet 
increasingly  loud  demands  for  better 
primary  education.  All  without  much 
added  help  from  the  Feds.  And  Con- 
gress, which  likes  to  take  the  credit 
for  new  programs  without  taking  the 
blame  for  the  cost,  could  even  hit 
them  with  new  unfunded  mandates. 

Look  how  the  dollars  have  already 
added  up:  In  fiscal  1976  local  govern- 
ments took  in  $22  billion  from  fees 
and  other  local  nontax  sources,  ex- 
cluding interest  earnings.  A  decade 
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later,  the  same  nontax  sources 
brought  in  $70  biUion — a  substantial 
increase  even  after  adjusting  for  infla- 
tion. Consider  too  that  the  greater 
take  by  state  and  local  governments 
has  not  prevented  their  financial  posi- 
tions from  deteriorating.  By  law,  al- 
most all  states  must  balance  their 
budgets.  But  their  collective  operating 
surplus  and  reserve  balances  are  al- 
ready perilously  small  and  are  expect- 
ed to  decline  in  1989.  The  result: 
higher  state  and  local  taxes  coming. 

At  its  most  benign,  this  fee  frenzy 
means  paying  a  dollar  more  in  greens 
fees  at  the  municipal  golf  course  and 
feeding  extra  quarters  to  the  parking 
meter.  But  not  all  charges  affect  so- 
called  discretionary  services.  Cities 
are  levying  special  assessments  and 
raising  charges  for  services  that  v^erc 
once  more  heavily  subsidized  or  paid 
for  entirely  from  general  revenues. 

In  Fort  Collins,  Colo.,  for  example, 
homeowners  have  been  assessed  sepa- 
rate "utility"  fees,  over  and  above 
their  real  estate  taxes,  for  patching 
potholes  and  maintaining  the  storm- 


The  growing  local  tax  bite 

Quietly,  inexorably,  state  and  local 
government  taxes  and  fees  have  crept 
to  a  record  12.2%ofGNP, 
reversing  the  decline  that  followed 
the  tax  revolts  of  the  1970s. 


water  drainage  system.  The  pothole 
charge  is  under  court  challenge.  But 
Fort  Collins  Utilities  Director  Rich 
Shannon  figures  that  with  general 
funds  for  street  repairs  drying  up, 
folks  nationwide  will  eventually  ac- 
cept such  charges.  Says  he:  "Would 
you  rather  pay  $5  a  month  to  get  the 
streets  in  better  shape  or  go  to  the 
garage  twice  a  year  for  a  front-end 
alignment?" 

Indeed,  surveys  show  taxpayers  find 
local  governments'  special  fees — even 
though  they  aren't  deductible  from 
federal  income  taxes — comparatively 
palatable.  Witness  the  "show  me" 
folks  of  Springfield,  Mo.,  who  vote  on 
every  proposed  tax  and  fee  hike.  Since 
1985,  reports  Springfield  Director  of 
Finance  Fred  Fantauzzi,  citizens  have 
vetoed  3  out  of  3  proposed  tax  hikes 
but  accepted  14  of  26  proposed  fee 
increases. 

The  most  dramatic  new  fees — no 
surprise — are  in  California,  with  its 
strict  limits  on  the  real  estate  tax. 
Last  fall  in  the  San  Francisco  area,  for 
instance,  builders  paid  an  average  of 
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$9,110  and  as  much  as  $14,766 
upfront  "impact  fees"  to  local  gove: 
ment  for  a  small  new  home,  says  t 
Bay  Area  Council.  These  fees  vary 
the  homes'  square  footage  and  lo 
tion.  The  money  is  supposed  to  p, 
for  the  added  burden  new  familil 
place  on  such  facilities  as  sewa: 
treatment  plants,  schools,  stree 
parks  and  even  police  cars.  Of  cour 
it  gets  packed  into  the  price  of  t 
new  house,  so  the  public  pays. 

Public  finance  experts  and  cour| 
generally  bless  such  fees.  And  th 
gut  appeal  is  obvious:  The  freight 
paid  by  out-of-town  developers  a 
homebuyers  who  probably  don't  y 
live  in  the  community.  "Everybody 
into  finding  ways  to  tax  people  w 
don't  vote,"  observes  Stephen  Bart 
of  the  Bay  Area  Council.  But  th 
doesn't  mean  impact  fees  are  neo 
sarily  unfair;  after  all,  folks  are  payi 
for  services  they  actually  use. 

The  hottest  new  impact  fee  in  Ca! 
fomia  today  is  a  charge  for  new  chi 
care  facilities.  San  Ramon  is  chargi: 
$210  per  new  housing  unit  and 
cents  per  square  foot  of  new  comm 
cial  space  to  buy  portable  classroo 
that  will  be  placed  at  local  schools  i 
before-  and  after-school  day  care, 
though  the  fee  is  moderate,  there's 
catch:  Newcomers  could  end  up  stu^ 
on  waiting  lists  at  the  centers  th 
paid  for — a  violation  of  the  user  f 
principle. 

Fremont,  Calif,  is  being  even  mo: 
ambitious.  It  won't  just  rely  on  a  ne 
child  care  impact  fee.  It  will  also  p 
before  voters  a  plan  to  fund  child  ca: 
with  increased  business  taxes  and  $1 
month  per  household  charge.  "Peop 
don't  mind  paying  for  services  that  a: 
of  value  to  them,"  insists  Fremo 
Mayor  Gus  Morrison,  a  Lockheed  e 
ginccring  supervisor. 

Can  all  this  be  written  off  as  Cal 
forma  excess?  No  way.  New  housi: 
impact    fees    are    spreading    beyo: 
their  strongholds  in  California  a: 
Florida.      Maryland's      fast-growi 
Anne  Arundel  County  last  year  adop 
ed  road  and  school  fees  that  will  tot 
$2,629   per   new   home   when   ful 
phased  in  next  year.  This  year  it  addej 
sewer  and  water  impact  fees  totali 
$.5,000  per  new  house  by  1992.  "It 
clearly  the  wave  of  the  future,"  say 
County   Executive   O.   lames   Lighi 
hizcr,  who  won  the  fees  after  what  h 
calls  "a  battle  royal  with  the  whol 
state  building  industry." 

Agrees  lohn  Shannon,  a  public  fi 
nance  expert  and  senior  fellow  at  th 
Urban  Institute:  "California  is  , 
sneak  preview  of  things  to  come  ii 
other  developing  areas.  They  are  th 
masters  of  exaction."  ■ 
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Introducing 'Tyrament/' a  new  cement 

for  the  construction  industry 

that  will  make  life  easier  for  you. 

Think  of  airport  delays,  because  of  runway  problems. 

Think  of  traffic  delays,  because  of  road  repairs. 

Think  of  bridges  closed,  for  redecking. 

Lone  Star  Industries,  Inc.  now  is  making 
available  information  and  test  results 
concerning  a  new  cement  developed  in  our 
research  laboratories. 

The  product  is  called  "Pyrament,"  the 
cement  with  the  strength  and  durability 
of  the  pyramids. 

A  product  nearly  like  stone  that  supports 
heavy  loads  within  four  hours  of  being  placed. 

A  product  for  the  21st  century— available  now. 


LONESTAR^ 


For  Information: 

Lone  Star  Industries,  Inc.   Pyrament  Division 
PO.  Box  2148   Houston,  TX  77252 
(713)921-4861      (800)633-6121 

Pyrament*  is  a  registered  trademark  of  Lone  Star  Industries,  Inc. 


GOES  OUT  OF 
THEIR  WAY  TO 
COME  UP  WITH 
THE  NEWEST 
LATEST  THING 
?      ?      ?      ?      ? 
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THAT'S 
WHO! 


For  Daewoo,  innovation  isn't  just  a 
matter  of  staying  in  fashion.  It's  a 
matter  of  staying  in  business.  No  com- 
pany is  more  determined  to  stay  at  tfie 
frontier  of  manufacturing  capability 
than  Daewoo.  That's  why  every  year 
Daewoo  invests  so  much  of  its  earn- 
ings in  Research  and  Development. 
And  that's  why,  in  just  over  20  years, 
Daewoo  has  emerged  as  a  key  player 
in  fields  as  diverse  as  heavy  machinery 
and  finance,  automotives  and  trading, 
telecommunications  and  shipbuilding. 
For  more  information  on  how  Daewoo 
can  keep  your  company  at  the  cutting 
edge,  give  us  a  call  at  212-909-8200. 

DAEWOO 


The  Up  &  Comers 


By  Alyssa  A.  Lqipen 


Competitors 


If  beating  out  one's  former  employer  is  the 
best  revenge,  Varitronic  Systems'  Scott  Drill 
is  a  very  satisfied  young  man. 

How  to  exploit 

someone  else's 
mistake 


Rob\-n  Siouicnhurx 


Variti()}uc  SysWiiis'  (il.  Iloffnuiii  i  \ch  i  cdhI  Scnit  Ihi/l 

A  breeze,  said  Drill,  to  grab  his  old  employer's  busitteas. 


IN  MID- 1982  Scott  Drill  was  t<| 
ing  his  new  boss,  George  Leg 
Hoffman,  about  the  mess  Drij 
former  employer  had  made  of  its  gr'l 
little  business.  The  former  emploi 
was  Kroy  Inc.,  of  Scottsdale,  Ajj 
Kroy  sold  a  patented  machine  tlj 
puts  letters  onto  transparent  taf 
which  can  then  be  applied  to  folded 
drawings  or  what  have  you.  In  fisl 
1983  Kroy  sold  $47  million  worth  t 
these  lettering  machines  and  re  1 
supplies  and  netted  $4.5  million.  D)l 
left  Kroy  in  July  1 98 1  after  refusing) 
accept  a  demotion.  But  he  kept  i 
touch  with  friends  at  Kroy.  T; 
strategic  blunder,  ex-employee  Dil 
explained,  was  that  Kroy  had  decicl 
to  open  direct  sales  centers  in  19) 
That  put  Kroy  squarely  in  compe- 
tion  against  its  independent  dealt; 
(Forbes,  feh.  24,  1986].  Kroy's  deahi 
were  miffed.  It  would  be  a  bree; 
Drill  said,  to  take  a  big  bite  of  Kro  , 
business. 

The  two  young  men — Drill  was  ' 
at  the  time,  Hoffman  32 — decided  > 
forget  about  selling  specialty  chen 
cals  for  Conklin  Co.  and  went  instei 
into  the  lettering  machine  busme 
They  named  their  new  venture  Va 
tronic  Systems,  Inc. 

Starting  up  is  always  hard  to  c 
Drill  and  Hoffman  ("G.L."  to  \ 
friends)  had  hoped  to  find  someone 
make  lettering  machines  and  gi 
them  exclusive  selling  rights.  Tl 
would  have  required  much  time  b 
no  capital.  Most  of  the  U.S.  manufs 
turers  they  contacted,  however,  didi 
even  bother  to  reply. 

Next,  the  young  men  gave  copies 
Kroy's  patents,  sample  Kroy  ni 
chines  and  the  criteria  for  an  idc 
lettering  machine  to  several  dcsij 
teams,  most  in  Silicon  Valley.  T) 
designers  said  developing  a  better  m 
chine  without  infringing  on  Kro> 
patents  would  be  no  problem.  We 
there  was  one  problem.  The  desij 
and  prototype  would  cost  $1  millio 
considerably  more  than  the  two  pai 
ners  had. 

Finally,  they  convinced  a  father  ai 
'^c)n  design  team  to  work  up  a  dcsi^ 
in  exchange  for  future  royalties  in  lit 
of  cash.  Luckily,  the  designers  h; 
connections  with  a  Japanese  compai 
that  could  manufacture  their  new  m 
chine.  The  Japanese  also  wanted  casi 

"If  you  have  all  the  keys  to  succe: 
in  place,  but  no  money,  you're  goir 
nowhere,"  says  Drill.  "It  was  hard  i 
convince  the  Japanese  to  allocate  r" 
sources  to  build  our  machine  wht 
we  hadn't  raised  any  money.  Yc 
have  to  exude  confidence  in  a  situ. 
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i(  like  that.  We  told  them  that  we'd 
ij ;  money  by  certain  deadlines,  no 
31  ilem." 

'  jnture  capital  firms  were  wary  of 
■y  young  men  with  no  experience  in 
:f  ups  and  with  plans  to  take  on 
a  significant  competitor.  They 
jl  red  to  help,  but  not  on  conditions 
±  partners  could  accept.  Eventually 
i  partners  managed  to  raise  $1.2 
r  ion,  mostly  from  friends,  family 
ir  Miimeapolis'  Blue  Sky  invest- 
T  It  club.  By  the  fall  of  1984  they 
1,  raised  another  $4  million  from 
y  ate  placements  and  two  venture 
Cherry  Tree  Ventures  and  TA 
T  jv.iates.  They  were  on  their  way. 

\x  from  being  a  me-too  product 

i>  ed  at  Kroy's  disenchanted  dealers, 

^  itronic's       lettering       machines, 

^^ed    Merlin,    were    smaller,    five 

faster  and  cost  49%  less  than 

>  most  popular  model   at   the 

Sales  zoomed.  Since  Varitronic 

5  :cms  was  incorporated  in  Minne- 

r  lis  five  years  ago,  sales  have  grown 

:( 144.6  million,  profits  to  $5.4  mil- 

it.  In  the  year  ended  July  31,  the 

i  t-free  firm  returned  35%  on  aver- 

i;  shareholders'  equity. 

.8  Varitronic  waxed,  Kroy  waned. 
X  sales  peaked  at  $74.3  million  in 
1  al  1984  (ended  in  March  1984),  and 
■]  n  began  to  fall,  to  around  $45  mil- 
i\  last  year.  Operating  earnings, 
i»ich  had  once  averaged  over  25%  of 
i  ;s,  were  virtually  wiped  out  by  fis- 
?  1985. 

lut  Kroy  fought  back.  Soon  after 
I'itronic  shipped  its  first  Merlins, 
ioy  lowered  its  prices.  The  battle 
li  joined.  Dealers  wanted  more  in- 
:  Ltives  from  Varitronic.  Varitronic 
:  iged — with  cash  prizes,  Caribbean 
J  ises  or  trips  to  Hawaii  for  the  sales- 
3  n  who  sold  the  most  Merlins,  and 
j;ressive  rebates  on  some  Merlins 
»d  in  exchange  for  Kroy  trade-ins. 
S's  one  enthusiastic  West  Coast 
Jiler:  "Varitronic  treats  its  custom- 
i  hke  royalty." 

;n  February  1985  Kroy  Chairman 
[  naild  Gustafson  brought  in  Errol 
ttine,  a  former  planning  director 
I  i  corporate  vice  president  at  Sperry 
^1  AM  Intemational.  By  early  1986 
by's  sales  were  still  falling,  but  pre- 
J ;  operating  margins  had  rebounded 
110%.  In  late  1986  Varitronic  intro- 
^ced  the  Merlin  Express.  It  was 
Hch  lighter  than  the  first  Merlin, 
vA  quieter  and  faster  thermal  trans- 
I  technology  and  cost  just  $1,495, 
is  than  the  earlier,  inferior  model, 
iritronic  also  cut  prices  40%  on  its 
■  \ti  models. 

I  Then  Kroy  made  a  bad  mistake.  In 
je  1986,  with  its  stock  in  tatters, 
py  employees  decided  to  take  the 
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Do  you  recall  your  first  sip  of  Jack  Daniel's'  Drop  us  a  line  if  you  da 


ONE  SMALL  ROOM,  deep  in  Tennessee's  hills, 
holds  the  secret  of  Jack  Daniel's  smoothness. 

Actually,  if  truth  were  known,  there's  nothing 
*' secret"  about  it.  It's  just  that  our  founder 
insisted  on  smoothing  his  whiskey 
through  huge  vats  of  charcoal  before 
aging.  And  for  over  120  years,  we've 
stubbornly  stuck  to  this  method,  no 
matter  what.  Admittedly,  charcoal 
mellowing  is  v/hy  you  pay  a  bit 
more  for  Jack  Daniel's.  But,  we 
believe,  a  sip  will  prove  its  worth. 


SMOOTH 
TENNESSEE 


SIPPIN ' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery.  Lem  Motlow,  Proprietor  Route  1.  Lynchburg  (Pop  361).  Tennessee  37352 
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How  to  tap  32,000  of  our  best  ideas. 


Ill  llu^  files  of  Pat(Mil  Offices  around  th(^  world  are  over  32,000  activtl 
IBM  palenls.  Although  all  of  ihein  can't  he  used  hy  turninjj^on  one 
computer  switch,  most  were  developed  to  do  one  thing:  put  advanced 
technology  at  our  customers'  fingertips. 

For  exainple.  IBM  scientists  and  engineers  pioneered  every  major 
innovation  in  disk  storage^  and  developed  todaN  s  most  advanced  system^ 
rhese  systems  let  users  store  the  entire  customer  files  of  a  medium-size| 
business  in  th(^  space  of  a  four-drawer  file  cahinet. 

An  IBM  researcher  inwnted  dvnamic  random  access  memorv 
(DRAM),  the  most  widely  used  computer  memory  technology.  DRAM 


^  'cpynghl  IBM  Corporation  1988 


on 


OF^P 


icorporated  in  IBMs  one-million-bit  memory  chips,  the  first  of  that 
isity  used  in  a  computer.  The  world  s  fastest,  most  reliable  chips,  they 
ieve  information  for  customers  in  billionths  of  a  second. 

And  IBM  engineers  invented  the  world  s  most  sophisticated  device  for 
meeting  and  cooling  computer  circuitry.  This  helps  increase  speed  and 
iures  reliability  even  when  customers'  computers  perform  many  millions 
computations  per  second. 

Because  IBM  is  committed  to  leadership  in  state-of-the-art  technology, 
:  customers  can  depend  on  us  to  offer  more  state-of-the-art  solutions, 
ats  IBM  technology  at  work.  ==^=  =^ 


I 


ISTHE 
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An  employee  benefit 
that's  inexpensive, 
easy  to  administer 

and  needed. 


You've  heard  the  election  year  promises. 

We  can  help  right  now. 

Flexible  loans  for  a  wide  range  of  educational  expenses  at 
any  accredited  school.  Secured  by  the  employee's  good 
credit.  With  very  generous  payback  terms. 

To  be  eligible  for  this  employee  benefit,  all  you  need  to  do 
is  be  a  member  of  the  U.S.  Chamber  of  Commerce. 

Let  us  tell  you  more. 

Call  1-800-338-7196. 


The  U.S.  Chamber  of  Commerce 


ConSern:  Loans  for  Education 


company  private.  Don  Gustaf son  a  1 
his  family  sold  their  stake  for  $> 
million.  At  a  time  when  it  shoil 
have  been  marshaling  its  forces  i 
fight  Varitronic,  Kroy  was  sudder 
saddled  with  about  $60  million 
bank  debt. 

"I  was  thrilled  to  see  Kroy's  eil 
ployees  buy  out  Gustafson  and  ta 
on  that  debt,"  exclaims  Drill,  who  h| 
hired  14  former  Kroy  managers  in  ( 
erything  from  marketing  to  manufi 
turing.  As  Kroy's  debt  became  bi 
densome,  its  board  last  spring  acce]' 
ed  Bartine's  resignation  and  hired, 
former  Allied-Signal  executive,  De , 
Freese,  to  focus  partly  on  paying  it  o 

Even  now  there  are  new  sounds  ' 
life   from   Kroy.    Over   the   last    j 
months  Kroy  has  been  introduci ; 
new  products,  often  with  success.  . 
model  360  unit,  for  example,  coi 


I 


II 


"If  you  have  all  the  keys 
to  success  in  place,  but  no 
money,  you're  going 
nowhere.  It  was  hard  to 
convince  the  J<ipanese  to 
allocate  resources  when 
we  hadn't  raised  <iny 
money." 


petes  well  against  a  new  Varitron 
model.  Kroy  is  also  selling  a  deskti 
signmaking  system  that  works  wr 
Apple's  Macintosh  computers  and  ] 
ser  printers. 

In  March  Varitronic  went  public 
$11  per  share  and  raised  around  : 
million.  Some  investors,  includmg 
venture  capital  firm  with  10%  of  t! 
company,  cashed  in  some  of  tht 
profits.  Drill  and  Hoffman  have  al 
sold  some  stock  along  the  way,  ai 
are  now  rich  men.  Chairman  Ho 
man's  8.3%  stake  in  the  company 
worth  almost  $10  million  today.  Pre 
ident  and  Chief  Executive  DriL 
6.9%  stake  is  worth  $8  million.  Wi 
stakes  like  that,  they  are  not  restii 
on  their  laurels.  They  refused  to  tal 
Kroy  lightly,  and  kept  bringing  o 
new  products  and  promoting  the 
heavily.  This  year  the  firm  has  con 
out  with  the  Merlin  Express  Elite  ai 
Merlin  Express  XT,  each  one  an  ir 
provement  on  preceding  models.  Vai 
tronic  intends  to  introduce  a  mode 
ately  priced  desktop  publishing  un 
later  this  year. 

So  the  battle  drags  on,  but  wl 
knows?  Had  Kroy  not  made  that  ma 
keting  mistake  and  had  Drill  not  bee 
smart  enough  to  capitalize  upon  i 
Kroy  might  now  be  sitting  there  i 
and  happy,  with  the  market  all 
itself.  ■ 
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was  the  second  largest  debt/ 
i  ity  swap  in  Mexico's  history. 

'hirlpool  Corporation  wanted  to 
>i  sr  into  a  Joint  venture  with 
'I  omatic  5. A.  de  C.V.,  the  appliance 
I  sidiary  of  Vitro  S.A.  They  chose 
f  t  Chicago  to  act  as  financial 
K  isor 

ur  advice:  a  debt/equity  swap  was 
I  best  funding  option.  Whirlpool 
h  ?ed,  and  we  went  to  work  structur- 
'"  the  deal.  And  after  reviewing  our 
)'  oosal,  the  Mexican  government 


gave  us  a  go,  but  only  if  we  could 
complete  the  deal  in  five  weeks. 

So  we  sourced  $108.4  million  in 
Mexican  debt  at  nearly  half  its  face 
value- in  less  than  three  weeks.  Then 
we  traded  it  for  pesos,  and  Whirlpool 
used  the  net  peso  proceeds  to  buy  a 
49%  equity  share  in  the  new  joint 
venture. 

Bradley!  Bell,  Whirlpool's  treasurer, 
sums  it  up  this  way.  "It  was  an  aggres- 
sive timetable,  but  First  Chicago  had 
the  expertise,  contacts  and  resources 


to  get  the  many  facets  of  this  deal 
pulled  together  on  scheduler 

Our  capabilities  in  Latin  America 
are  proven.  From  M&As  and  divesti- 
tures to  debt  trading  and  risk  insur- 
ance, our  professionals  bring  local 
market  expertise  to  every  deal. 

we  did  it  for  Whirlpool,  and  we  can 
do  it  for  you.  Call  Abelardo  Curdumi, 
senior  vice  president  for  Latin  America, 
at  (312)  732-5047. 

Give  us  a  tough  one.  We'll  go  through 
the  wringer  to  make  it  happen. 


rhe  ^108,000,000  debt/equity  swap 
that  got  Whiripool  working  on 

foreign  soil. 


^"■^f  ^^  ^^^i^^^^M 
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Perfomiance  has  always  been  a  Oikago  tradition. 

FIRST  CHICAGO 


Hitachi's  wide-ranging  audiovisual  technologies  include  Picture-in-Picture  for 
simultaneous  viewing  of  more  than  one  program  on  a  single  TV  screen,  DAT, 
a  high-density  projection  display,  and  frame  memory  used  in  IDT\/. 


V  should  be  more  than  faithful  sight 

nd  sound  reproduction.  Ideally,  it  also  creates 

rama  and  ambience. 


3ital  technology  (the  conversion  of  con- 
ntional  signals  into  computerized  zeros 
d  ones)  has  led  to  a  remarkable  prolifera- 
n  of  audiovisual  uses  —  in  TV,  for  example, 
more  diversified  and  sophisticated  pro- 
amming  and  information  services  acces- 
)le  through  computer  connections  or 
Jeotex  terminals.  And  this  is  only  the 
:ginning. 

tachi's  scientists  and  engineers  are 
ing  digital  applications  such  as  frame 
mory  to  develop  Improved  Definition  TV 
TV  will  greatly  improve  picture  quality  with- 
it  changing  current  broadcasting  stan- 
irds  by  doubling  the  density  of  scanning 
as  and  increasing  vertical  resolution  1.5 
les.  This  same  Hitachi  technology  has 
suited  in  the  Digital  Audio  Tape  recorder, 
lich  is  capable  of  superior  recording  and 
production. 


Hitachi's  original  screen  technology  has 
led  to  high-density  big  screen  projection  TV, 
using  screens  up  to  110  inches.  It  is  contrib- 
uting to  a  wholly  new  technology  High 
Definition  TV.  HDTV  is  capable  of  photo- 
graphic quality  resolution  and  will  soon 
enable  satellite  services  to  transmit  wide 
screen  images  that  give  the  viewers  the  feel- 
ing of  actually  being  there. 

We  link  technology  to  human  needs,  and 
believe  that  our  special  knowledge  will  lead 
to  numerous  easy-to-use  systems  and  prod- 
ucts with  highly  advanced  functions. 
Our  goal  in  audiovisual  —  and  in  medicine, 
energy  and  transportation  as  well  —  is  to 
create  and  put  into  practice  products  and 
systems  that  will  improve  the  quality  of  life 
the  world  around. 


0  HITACHI 


Hitachi,  Ltd.  Tokyo,  Japan 


Nine  million  units  of  overcapacity  are 
coming  to  the  auto  industry,  says  Ford's 
chairman.  He  adds:  "Excess  capacity  exists 
only  for  the  companies  that  have  it. " 

"It's  a  new 
world" 


By  Jerry  Flint 


osT  FOLKS  IN  DETROIT  are 
asking  themselves,  How  long 
can  the  good  times  last?  Bet- 
ter than  15  million  cars  and  trucks 
sold  in  the  U.S.  in  each  of  the  past  four 
years;  and  despite  the  import  compe- 
tition, $45  billion  in  profits  for  the  big 
three  over  five  years.  "I  don't  say 
we're  heading  for  a  recession,"  Ford 
Motor's  lanky  chairman,  Donald  Pe- 
tersen, recently  told  Forbes,  "but  I  do 
remind  myself  it's  been  a  long 
stretch."  When  a  slump  does  hit,  Pe- 
tersen says.  Ford  has  a  nice  cushion: 
18%  to  20%  of  its  current  production 
is  built  on  overtime,  and  so  Ford  could 
reduce  production  substantially  with- 
out closing  plants  or  laying  off  people. 

In  a  recent  interview,  Don  Petersen 
talked  about  industry  prospects  and 
about  his  own  corporate  strategy.  For 
decades.  Ford  was  an  erratic  company, 
a  solid  hit  one  year,  a  flop  the  next. 
The  emphasis  was  on  sales,  sales, 
sales.  "A  record  417,918  Fairlancs 
Isold]  in  1978,"  Petersen  says,  mim- 
icking an  oldtime  press  release, 
"which  was  better  than  the  417,900- 
something  Mustangs  in  1964."  Now, 
he  says,  the  view  is  longer  range:  Not 
how  many  cars  can  wc  sell  this  mo- 
ment but  how  can  the  company  best 
ride  out  the  inevitable  ups  and  downs 
of  the  business?  Which  translates  as: 
We're  going  to  be  extremely  cautious 
about  adding  high-cost,  fixed  capacity 
during  good  times  like  these. 

"We're  not  trying  to  hit  a  one-year 
home  run  in  the  middle  of  the  second 
inning  that  doesn't  have  anything  to 
do  with  the  rest  of  the  ball  game,"  he 
says.  "When  I  see  us  picking  up  three 
percentage  points  of  market  share  in 
two  years,  could  we  really  have  gone 
up  five  points?  I  doubt  it.  Four?  Have  I 
really  left  a  lot  on  the  table  |by  not 
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DotuiUt  I'i'lcrscti.  l-ord  dxiinncin 
"It's  been  a  long  stretch." 

expanding  faster]?  1  doubt  it." 

"It's  a  new  world  with  an  overtone 
of  uncertainty.  We  see  9  million  units 
of  excess  capacity  worldwide  by  1990, 
maybe  a  year  later,  6  million  aimed  at 
the  North  American  market.  We're 
just  beginning  to  see  the  movement  of 
the  Japanese  from  exporters  to  assem- 
blers here,  and  with  Honda,  moving 
into  manufacturing  engines,  too." 

"The  optimistic  part  is  that  excess 
capacity  exists  only  for  the  companies 
that  have  it,"  he  adds,  a  clear  allusion 
to  General  Motors,  which  has  closed 
plants  the  last  few  years,  aiming  to 
approach  100%  utilization  by  1992. 

What's  Petersen  going  to  do  with 
Ford's  $10  billion  cash  hoard,  the  by- 
product of  six  straight  years  of  pros- 
perity in  his  years?  He  doesn't  ignore 
the  question,  but  neither  does  he  give 
a  concrete  answer.  He  gives  the  clear 
impression,  however,  that  he  doesn't 
feel  uncomfortable  sitting  on  a  lot  of 
cash — which  is,  after  all,  earning  good 
interest.  He  is  fully  aware  of  how 
close  Ford  edged  toward  insolvency 
around  1980.  Blowing  all  that  painful- 
ly accumulated  surplus  on  a  spectacu- 
lar but  overpriced  acquisition  would 


not  be  his  style. 

Don't  get  the  wrong  idea:  Peter 
is  not  timid,  just  experienced.  He  n 
through  the  ranks  in  the  wrenchii 
times  when  autos  went  from  a  fr( 
wheeling  business  to  a  highly  regul 
ed  one,  answerable  to  government 
safety,  emissions  and  fuel  economy 

In  the  effort  to  build  cars  to  mtl 
these  demands,  he  says,  "We  for} 
the  customer."  But  no  sooner  had  t 
companies  adapted  than  the  world 
volved  again.  The  fuel  crisis  easJ 
people  began  demanding  bigger,  m( 
attractive  cars.  In  a  world  that  c 
change  that  frequently,  it  pays  to 
one  step  at  a  time.  "In  my  vie 
Petersen  says,  "the  uncertainties  i| 
greater  than  ever." 

Petersen   does   say  that  the  ca| 
buildup  will  slow  now  that  divide 
are  higher  (a  $2.40  aimual  rate  toi 
and  capital  spending  is  being  step] 
up  worldwide — a  $1    billion  en] 
plant  in  Michigan,  for  example,  ij 
reminds    us    that   Ford   has   alrea 
spent  $3  billion,  with  $1.5  billion 
go,  buying  in  1 00  million  shares  of 
own  stock. 

Petersen,  who  took  over  as  pre 
dent  in  1980  and  moved  to  chairmj 
and  chief  executive  in  1985,  help 
pull  Ford  from  the  brink.  He  will 
65  in  1991.  His  performance  in  tu 
ing  the  company  around  made  h 
one  of  the  most  respected  executi 
in  America.  He  could  be  rememberj 
for  the  array  of  pleasing  products] 
Taurus,  Probe,  Continental— t 
flowed  under  his  direction,  or  the  n 
ord  profits,  $5.5  billion  expected  t 
year.  Or  the  thirteenfold  increase 
the  stock  price  the  past  eight  ye 
when  the  Dow  industrials  tripled. 

But  he  prefers  to  dwell  on  peop 
attitudes,  participation  and  tea: 
work.  After  all,  it's  no  secret  that  F^ 
was  a  clique-ridden  company  just 
few  years  ago.  It  was  his  leadershl 
that  turned  it  into  one  of  the  best-nl 
companies  in  the  world.  How  did 
work  the  enormous  improvement 
teamwork?  "By  talking,"  he  says,  ' 
listening,  by  seeing  that  the  shy  ,i;i 
in  the  comer  is  encouraged  to  spc. 
up  with  his  ideas  for  doing  things  bi. 
ter."  He  says  that  at  Ford  today  ide 
flow  from  the  bottom  up,  not  sole 
the  other  way. 

"Changing  how  people  work 
gether  is  the  be-all  and  end-all  of  n 
time  with  the  Ford  Motor  Co.,  n 
contribution,"  he  says.  Ford  may  ha 
been  nearly  insolvent  when  Petcrst 
took  over  almost  a  decade  ago,  bi 
that  was  only  because  the  balani 
sheet  didn't  yet  reflect  the  fruits 
Don  Petersen's  leadership.  The  b. 
ance  sheet  does  now.  ■ 
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XEROX 


ifoducing  Xerox  50  Series  Convenience  Copiers. 

liliability.  Baclied  by  a  3'year  warranty.  And  a  SO-year  iteritage. 


ii ;  the  invention  of  the  copier  50 
;,  ago,  Xerox  innovation  in 

0  ment  processing  has  been  making 
1^  ffice  more  and  more  productive. 

'  Xerox  introduces  the  5018  and  the 

onvenience  Copiers— with  the 
)i  ;st.  strongest  assurance  of 
n  activity  and  reliability  in  the 
u  less.  A  3-year  warranty!  12  times 
II  ;r  than  any  copiers  in  their  class. 

50  Series  Convenience  Copiers 
4  dut  productive.  And  stay  that  way. 
^  e  made  them  the  easiest  copiers 
)  e  With  automatic  document- 
:i  mg.  Automatic  reduction  and 
n  gement.  And  an  overall  design 

1  h  skillfully  integrates  all  these 


features,  so  that  copy  speed  remains 
constant,  even  when  the  document- 
feeder  and  sorter  are  used. 

Xerox  50  Series  Convenience  Copiers 
are  also  the  first  in  their  class  to  offer  a 
replaceable  copy  cartridge,  which  puts 
you  in  control  of  copy  quality.  And 
increases  your  uptime  dramatically. 

Xerox  50  Series  Convenience  Copiers 
are  backed  by  the  service  and  support 
of  Team  Xerox,  world  leader  in 
document  processing.  To  find  out  how 
they  can  make  you  more  productive, 
call  1-800-TEAM-XRX,  Ext.  286. 

Team  Xerox. 

Hfe  document  the  world. 


I'd  like  to  learn  more  about  the  new  Xerox  5018  and 

5028. 

D  Please  send  me  more  information. 

D  Please  have  a  sales  representative  contact  me. 

Send  this  coupon  to: 

Xerox  Corporation.  RO.  Box  24,  Rochester.  NY  14692 


NAME        Please  Pnnl 


152-11/14-88 


STATE 


ZIP 


If  you  can't  wait,  call 
1-800-TEAM-XRX,  Ext.  286 
(1-800-832-6979.  Ext.  286) 

XEROX'  and  5018.  5028  are  trademarks  of  XEROX  CORPORATION 
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A  quiet  company?  Yes,  but  that  doesnt 
make  Hubbell  Inc.  a  sleepy  company.  In  a 
slow-growing  market,  it  has  increased  its 
profits  every  single  year  since  I960. 


Live  wire 


By  Kerry  Hannon 


Tl  HOMAS  Edison  invented  the 
light  bulb  over  a  century  ago, 
but  it  was  Connecticut  native 
Harvey  Hubbell  who  invented  the 
pull-chain  light  switch.  Today  the 
company  Hubbell  founded  in  1888  is 
$625  million  (1988  estimated  reve- 
nues) Hubbell  Inc.,  a  manufacturer  of 
some  15,000  different  electrical  prod- 
ucts ranging  from  75-cent  wallplates 


and  the  original  pull-chain  light  sock- 
et (price  today:  around  $7)  to  elaborate 
lighting  fixtures  and  more  esoteric 
electrical  supplies. 

Even  though  no  descendants  of  the 
founder  work  for  the  company  today, 
the  lion's  share  of  voting  control  rests 
with  two  Hubbell  family  trusts. 
Chairman  G.  Jack  Ratcliffe,  52,  a  for- 
mer chief  counsel  and  executive  vice 
president  at  Hubbell,  moved  into  top 
position  in  December.  But  expect  no 


changes  in  policy.  Writes  Ratcli 
(who  declined  to  talk  to  Forbi 
"Here,  the  common  thread  is  con 
nuity.  Continuity  of  product,  con 
nuity  of  distribution  and  continu 
of  successful  adaptation  to  change. 

Orange,  Conn. -based  Hubbell  is 
bright  light  in  a  slow-growing  mark 
consistently  producing  better  pre 
margins  than  its  peers.  It  has  do 
this  by  spending  aggressively  to  ke 
its  100-year-old  core  business  up 
date  and  by  distributing  its  goc 
through  a  vast  system  of  5,000  inc 
pendent  outlets  across  the  nation. 

Unlike  the  managements  of  ma 
other  old  industrial  companies,  ti 
folks  who  run  Hubbell  have  been  w: 
ing  to  reinvest  heavily  in  the  bu| 
ness.  In  the  past  four  years  Hub! 
has  spent  $48.3  million,  nearly  half 
total  capital  expenditure  budget, 
modernize  and  automate  productii 
lines  for  its  wiring  division. 

The  payoff:  Wiring  Device,  wi 
30%  operating  margins,  is  its  mi 
profitable  division,  accounting  11 
45%  of  operating  income  on  abo 
25%  of  total  sales.  Such  increased  el 
ciency  has  permitted  Hubbell  to  sc; 
down  its  work  force  from  7, 8  75  in  19 
to  5,211  last  year.  Profits  have  mc 
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KTOUS     NORTHWEST  AIRLINES 
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A  duction  line  at  Hubbell's  Bridgeport,  Conn,  plant 

<  nsistently  producing  better  margins  than  its  peers. 


t  n  tripled,  from  $20.4  million  in 
1  '8  to  about  $71  million  this  year. 

iubbell's  electric  performance  is 
ao  the  result  of  its  consistent  ability 
t  develop  higher-margin  products. 
/  infrared  sensor  switch,  for  exam- 
p  ,  that  automatically  turns  the 
I  Its  on  when  someone  enters  a 
i^im  and  off  when  they  leave.  Your 
ting,  garden-variety  light  switch — 


which  needs  a  flip  of  the  finger — re- 
tails for  around  $8,  and  the  net  profit 
margin  is  10%.  But  this  infrared  giz- 
mo goes  for  about  $35  and  carries  a 
net  profit  margin  of  about  25%. 

Hubbell  is  simply  one  of  those  com- 
panies that  do  their  business  well. 
Even  though  it  got  a  new  chief  execu- 
tive in  January,  for  example,  the  com- 
pany has  hardly  paused  for  breath.  In 


the  first  nine  months  of  this  year, 
sales  rose  7%,  to  $459  million,  and 
net  income  increased  by  16%. 

The  only  short  circuit,  in  fact, 
seems  to  be  on  Wall  Street.  The 
shares,  recently  35,  trade  on  the 
American  Stock  Exchange  at  around 
12.7  times  this  year's  estimated  earn- 
ings. The  stock  price,  which  has 
climbed  from  5  in  1978,  hardly  seems 
to  account  for  the  stellar  performance 
of  this  admittedly  unglamorous  out- 
fit. This  will,  after  all,  be  the  28th 
straight  year  of  earnings  gains. 

Here's  the  best  figure  of  all:  Hub- 
bell's  five-year  average  return  on  equi- 
ty is  19%,  compared  with  the  electri- 
cal equipment  industry's  16%  medi- 
an— despite  the  fact  that  Hubbell  has 
hardly  a  dime  in  long-term  debt  to 
leverage  its  returns. 

But  don't  buy  Hubbell  stock  if  you 
are  looking  for  a  takeover  candidate. 
Its  nearly  26  million  shares  are  split 
into  two  classes.  The  two  Hubbell 
family  trusts  control  about  36%  of  the 
Class  A  stock. 

Boring?  Only  if  you  think  it's  boring 
to  park  your  money  in  a  conservative, 
long-term  investment  where  the  prof- 
its and  operating  performance  are 
consistently,  increasingly  better.  ■ 


INTRODUCING  THE  NEW  BOEING  747-400. 


Northwest  will  be  the  first  airline  to  fly  it.  This  wide-body 

aircraft  will  be  the  ultimate  in  flisht.  The  Northwest  747-400 

is  roomy,  comfortable  and  simply  the  most  pleasant 

experience  you'll  have  in  the  sky  today.  It's  filled  with  all 

of  the  creature  comforts  you're  looking  for— from  the 

Executive  Class  in  the  spacious  upper  deck  (shown  here) 

to  our  luxurious  First  Class,  from  our  attentive, 

on-board  service  to  our  newly  designed  interiors— 

this  aircraft  has  it  all.  This  is  only  one 

in  a  series  of  events  that  illustrates 

Northwest's  commitment  to  bring 

you  the  very  best.  So, 

welcome  aboard 

.  Northwest's 

new  747- 

400.  Just 

sit  back, 

relax  and 

say  ah-h-h. 


jS    reservations  1-800-225-2525^  INTERNAHO^A.  RESER.'a' 


1-800-447-4747 


The  Money  Men 


Are  you  a  masochist?  Here's  a  kind  of 
investing  that  you  may  well  find  is  both 
congenial  and  profitable. 

Waiting 
for  Godot? 


By  Jooathan  Clements 


Y  father's  in  Forbes,  unfor- 
tunately," sniffs  Shelby  Da- 
vis. "He  made  the  400  list." 
His  father  is  Shelby  Cullom  Davis, 
Heritage  Foundation  chairman  and 
head  of  a  New  York  Stock 
Exchange  firm  specializ- 
ing in  insurance  stocks 
(estimated  net  worth, 
$370  million). 

How's  the  son  doing? 
"My  father's  certainly 
done  far  better  than  I 
have,"  concedes  Davis,  a 
dapper,  affable  51 -year- 
old,  "but  I've  done  okay." 
As  a  Princeton  undergrad- 
uate, Davis  spent  sum- 
mers working  for  his  fath- 
er's firm,  but  since  gradu- 
ating he's  made  his  own 
way  through  Wall  Street. 

The  younger  Davis  runs 
the  $166  million  New  Scir  York  \ 
York  Venture  Fund,  Trying  to 
which    he    has    managed 


tries — companies  like  Golden  West 
Financial,  Delta  Air  Lines  and  Gener- 
al Re.  Another  thing:  Davis  uses  ex- 
pected earnings  as  the  denominator  in 
this  ratio.  Using  guesstimates  of  1991 
earnings,  he  calculates  multiples  of  5, 
6  and  7  for  these  stocks,  based  on 


'mlurc  /'und's  She/hy  Darts 
roll  double  sixes. 


since  its  1969  launch.  After  a  rocky 
start,  during  which  the  fund  lost  over 
20%  in  1970.  in  1973  and  in  1974, 
Davis  has  put  together  a  slew  of  mar- 
ket-beating performances.  New  York 
Venture,  which  has  a  4.75%  load,  was 
named  to  this  year's  Forbes  mutual 
fund  honor  roll  (Sept.  5).  For  the  de- 
cade ending  in  September,  the  fund 
returned  19.^%  a  year,  versus  15.3% 
for  the  S&r  ^00. 

Davis  likes  to  buy  growth  stocks 
with  low  pncc/camings  ratios.  Don't 
we  all.  But  it's  not  an  unattainable 
goal,  if  you  are  willing  to  consider 
companies     in     out-ot-favor     indus- 


current  prices.  The  market's  average 
multiple  is  about  10,  using  1989  earn- 
ings projections. 

Davis  IS  not  an  orthodox  low-P/E 
investor,  the  kind  who  buys  stocks 
with  the  lowest  multiples  on  the  the- 
ory that  the  market  overreacts  to  neg- 
ative prospects.  Davis  puts  his  own 
spin  on  the  theory.  He  wants  to  get  rid 
of  low-P/E  stocks  that  are  real  losers 
and  deserve  to  be  low-P/E  stocks.  "I 
avoid  those  stocks  by  looking  for 
companies  in  a  dynamic  earnings 
growth  phase  or  a  recovery  phase," 
says  Davis.  He  wants  ones  that  are 
cheap  not  only  on  current  earnings 


but  on  expected  earnings  as  well. 

"My  forte  is  trying  to  anticip| 
change,"  argues  Davis.  He  scorns 
ing  computers  to  identify  prospec 
"The  computer  screens  tend  to  fod 
on  history,  so  they're  walking  into  i| 
future  looking  backwards,"  he  say  J 
Davis  tries  to  find  "double  sixel 
stocks  that  within  three  years  vl 
yield  6%  and  have  a  P/E  of  6  based] 
the  price  paid  by  the  fund. 

Specifically?  Davis  is  rolling  tl 
dice  currently  on  Chesapeake  Corpj 
Richmond,  Va. -based  paper  and  lul 
ber  company  that  is  moving  into  sn 
cialty  paper  products  like  printed  nJ 
kins  and  tissues.  Chesapeake  alsol 
introducing  a  new,  low-cost  techni 
ogy  that  allows  it  to  use  some  req 
cled  fiber  in  high-priced,  white  pap 
board.  Davis  hopes  that  these 
changes  will  push  earnings  frd 
$1.47  a  share  in  1987  to  $4  witt 
three  years,  and  the  dividend  from  | 
cents  to  $1.20.  Against  the  rece 
price  of  2 1 ,  that  would  mean  a  P/E  o 
and  a  yield  of  6% . 

Davis  likes  insurance,  airlim 
thrifts  and  steel.  AMR  Corp.,  owner 
American  Airlines,  has  been  inve 
ing  heavily  since  1985  in  new  hu 
and  planes.  Davis  thinks  AMR,  whi 
earned  $3.28  last  ye 
might  earn  as  much 
$10  by  1991.  "We've  spe 
a  lot  of  time  over  the  ye; 
following  American  A 
lines,"  he  sighs.  "It  st 
hasn't  got  any  respect." 
One  of  the  fund's  cc 
holdings  is  Federal  Real 
Investment  Trust,  a  re 
estate  investment  tru 
now  languishing  at 
Federal  Realty  is  upgra 
ing  shopping  centers  ne 
Washington,  D.C.,  Phil 
delphia  and  Baltimoi 
The  improvements 
now  translating  into  hig 
er  rents,  which  Dav 
hopes  will  continue 
push  up  dividends  by 


*  cnd\'  BaiTtws 


least  10%  annually.  Says  he,  "It's  m 
a  growth  stock  in  the  tradition 
sense,  but  a  growing  dividend  stock 

This  kind  of  investing  is  not 
everyone;  few  investors  have  the  p 
tience.  They  want  to  see  fast  actio 
Waiting  for  earnings  to  come  throug 
and  for  the  market  to  recognize  thos 
earnings,  can  be  an  exercise  in  frustr 
tion.  "Turnarounds  take  longer  tha 
you  think,  and  they  sometimes  don 
happen.  It's  a  masochistic  way  to  i^ 
vest,"  muses  Davis.  "The  savii 
grace  is  that  sometimes  the  price  is  s 
low  in  the  first  place  that  the  risk  isn 
that  great."  ■ 


176 


FORBES,  NOVEMBER  14,  198f 


ryw-^r-^1 


QUALITY  RAIL  SERVICE... TAKE  YOUR  "Q"  FROM  SANTA  FE! 


Quality 
Service 
Network 


QSN  offers  fiigfi-speed,  depend- 
able, intermodal  service  between 
short  and  medium-haul  cities 

Departures  and  arrivals  are  precisely 
sctieduled  six  days  a  week  and  timetables 
are  strictly  followed 

QSN  IS  directly  competitive  with  highway 
shipment  in  the  same  rail  corridor  due  to 
reduced  tram  crews  working  over  longer 
crew  districts. 


Quality 

Stack 

Service 


QSS  offers  international  and  domestic 
shippers  the  largest  fleet  of  carrier-owned 
double  stack  containers  between  Los 
Angeles  and  New  york  City. 

New  articulated  cars  are  state-of-the-art 
to  ensure  a  smooth,  even  ride.  Any  size 
or  number  of  containers  can  be 
accommodated. 

Shippers  also  enjoy  one-source,  single- 
invoice  service  and  economy 


Quality 

Distribution 

Centers 

QDC  offers  door-to-door  single-bill  service 
even  for  boxcar  shippers  and  receivers 
with  no  rail  sidings. 

Product  can  be  warehoused  locally  or 
near  customers  so  shippers  benefit  from 
the  economy  of  rail  transportation  com- 
bined with  timely  local  delivery  by  truck. 

QDC  provides  a  total  distribution  package 
tailored  to  a  customer's  specific  needs. 


For  More  Information: 

To  discover  what  Santa  Fe  quality  and  service  can  mean  to  you  and  your 
company,  call  your  Santa  Fe  business  development  representative  directly  or 
the  Customer  Service  Center  at: 
1-800-727-ATSF 


The  Atchison,  Topeka  and  Santa  Fe  Railv/ay  Company  SantaFc] 

80  East  Jackson  Boulevard,  Chicaso,  Illinois  60604  ^L^  H/ 


ALCATEL 
CORTELCO 


ALCATEL 
COURIER 


FRIDEN 
ALCATEL 


ALCATEL 
PABX  SYSTEMS 


i 


I 


AlCAia  MEANS 


mart  business.  Because  through  a  com- 
1  e  offering  of  product  capabihties  and  a 
3  ised  commitment  to  innovation,  quaUty 
r  value,  Alcatel  is  improving  the  efficiency 
r  productivity  of  American  business. 

nd,  in  turn,  helping  make  American  busi- 
( ses  more  profitable. 

\  the  United  States,  Alcatel  is  a  group  of 
i  \t  distinct  companies,  all  joined  by  a  com- 
1  n  vision — to  provide  you  with  the  best 
( imunications  and  information  systems 
vilable. 

lach  Alcatel  company  is  a  respected  indus- 
•  leader  in  its  field,  including  single  and 
1  Itiuser  computer  systems,  computer  ter- 
1  lals,  local  area  network  and  workstation 
]  ducts,  single  and  multiline  telephones, 
(  systems  and  PABXs,  transmission  and 
V  tching  products,  fiber  optic  and  metallic 


cable  systems,  mailing  and  shipping  systems 
or  communications  maintenance  services. 

As  a  group,  these  Alcatel  companies  create 
a  symmetry  of  products  and  services  to  meet 
virtually  any  communication  and  information 
processing  requirement  your  business  may 
have. 

And  because  each  of  the  Alcatel  companies 
is  an  integral  part  of  Alcatel  n.v,  a  $13  billion 
multinational  corporation,  you  can  be  sure  the 
Alcatel  companies  you  do  business  with  today 
will  be  there  with  the  solutions  you  need 
tomorrow. 

It's  what  we  call  our  keystone  commitment, 
and  it's  a  fundamental  part  of  the  way  we 
do  business. 

And  we  do  mean  business. 

For  information,  call  1-800-556-1234  (ext.  247) 
or  in  California  1-800-441-2345  (ext.  247). 
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ALCATEL 
SERVCOM 


ALCATEL  XTRA 
BUSINESS  SYSTEMS 


ALCATEL  CABLE 
SYSTEMS  GROUP 


ALCATEL  NETWORK 
SYSTEMS/TRANSCOM 
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Growth 
&  Income 

BALANCED  INVESTORS 

This  new  no-load  fund  from 
Twentieth  Centur}'  Investors 
offers  you: 

•  Opportunity  for  growth  over 
time,  plus  income 

•  A  balanced  investment  with  one 
transaction 

•  60%  of  assets  invested  in  growth 
stocks  and  the  balance  in  fixed 
income  securities. 

Call  us  toll-free  for  a  Prospjectus. 
Please  read  it  carefully  before 
investing. 

1-800-345-2021 

ext.406 
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P.O.  Box  419200,  Kansas  City,  MO  64141-6200 
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WED  LIKE  TO 
REMIND  YOU 

THAT  THE 

UNCENSORED 

CONTENT 

OF  THIS 

MAGAZINE 

IS  MADE 

POSSIBLE 

BY  THE 

CONSTITUTION 

OF  THE 
UNITED  STATES. 

THE 
CONSTITUTION 

1  he  words  v\'c  li\'c  t^' 
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The  Funds 


Should  you  always  buy  the  top-performin 
funds?  Not  at  all.  There  are  times  when 
makes  good  sense  to  buy  a  fund  with 
sour  performance  history. 


Make  lemonade 


By  Jonathan  Clements 


SOME  PEOPLE  THOUGHT  mOtiey 
manager  Neuberger  &.  Berman 
was  nuts  when,  in  1979,  it  paid 
over  SI  million  for  a  management 
company  that  included  the  Manhat- 
tan Fund.  Manhattan,  if  you  recall, 
was  launched  in  1966  by  then-glam- 
our boy  Gerald  Tsai,  and  proceeded  to 
deliver  a  thoroughly  rotten  perfor- 
mance— returning  -6.7%  a  year  for 
the  13  years  ended  December  1978. 
Why  fork  over  a  seven-figure  sum  to 
control  one  of  the  fund  industry's 
most  notorious  dogs? 

Neuberger  &.  Berman  was  crazy  like 
a  fox.  First,  its  stock  pickers  knew  a 
thing  or  two.  Since  its  takeover  in 
March  1979,  the  Manhattan  Fund  has 
averaged  a  19.7%  annual  gain,  over 
three  points  better  than  the  market. 
Second,  much  of  that  return  was  shel- 
tered from  tax.  Manhattan  came  with 


a  $70  million  tax-loss  carryforwa 
allowing  Neuberger  to  run  the  fu 
for  seven  years  without  making  ca 
tal  gains  distributions. 

Fimds  are  taxed  like  limited  pa 
nerships,  up  to  a  point.  Any  net  tn 
ing  profits  they  realize  must  be  pass 
through  immediately  to  their  inv 
tors.  Where  funds  differ  is  in  bei 
unable  to  pass  through  losses.  The 
losses,  piled  up  and  carried  forwa 
can  absorb  the  gains  as  wirming  trac 
are  closed  out  in  future  years.  (Unre 
ized  gains  and  losses — those  on  po 
tions  that  haven't  been  closed  out 
are  ignored  on  the  tax  return.) 

The  Manhattan  loss  carryforwa 
came  in  handy,  amounting  as  it  did 
a  handsome  159%  of  the  assets  of ' 
fimd.  The  Manhattan  Fund  sharehol'" 
er  who  invested  $1,000  at  the  end 
1978  would  have  had  shares  wor 
$3,421  at  year-end  1985. 

Now,   imagine  what  would  ha 


Funds  sheltered  and  unsheltered 

If  taxes  were  all  that  mattered,  yc 
unrealized  gains.  But  do  you  really 

m'd  rather  have 
want  a  fund  with 

unused  losses  than 
a  history  of  losses? 

Fund 

Assets 
ISmil) 

Unrealized         Gain/loss  as 
gains                     %  of 
(unused  losses)           assets 

Annualized 
5-year 
return 

ASA  Limited 

$456.2 

S288.6 

63% 

0.7% 

Century  Shares  Trust 

115.7 

65.0 

56 

15.4 

Baker,  Fentress  &  Co 

410.0 

2162 

53 

11.8 

Colonial  Diversified  Income 

770.3 

1258.2) 

34 

9.4 

Fidelity  Select  Technology 

138.0 

(49.31 

36 

-6.7 

Kemper  Option  Income 

40^5 

1166.3) 

41 

6.1 

S&P  500 

14.6 
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ippened  if  Manhattan's  shareholders 
.  idn't  have  the  benefit  of  the  tax-loss 
;  t  rryforward.  The  fund  would  have 
en  obliged  to  distribute  the  capital 
!  ins  it  realized.  If  a  shareholder  start- 
ig  with  $1,000  had  paid  the  IRS  out 
i   these  capital  gains  distributions 
lid  then  reinvested  what  was  left,  he 
ould  have  had  shares  worth  $2,902 
the  end  of  1985. 
:  That  $519  advantage  for  the  fellow 
'  ith  the  loss  carryforward,  versus  the 
,/pothetical      Manhattan      investor 
lithout  it,  would  shrink  if  we  as- 
imed  a  liquidation  of  the  fund  in- 
;stment  in  1985.  That's  because  the 
I  vestor  who  has  been  forced  to  report 
lins  year  by  year  has  less  of  a  gain  to 
port    when    the    fund    account    is 
losed  out.  But  even  under  the  as- 
imption  of  a  complete  fund  with- 
■awal  in  1985,  the  investor  deferring 
le  day  of  reckoning  with  the  tax  col- 
ctor  comes  out  $213  ahead  of  the 
,)T)othetical  investor  settling  up  year 
1/  year.  In  effect,  the  Manhattan  Fund 
jivestor  had  the  use  of  the  govem- 
iei)t's  money  for  a  while. 
'  Of  course,  investors  shouldn't  buy  a 
Jind  just  for  its  losses.  Why  hand  your 
loney  over  to  incompetents?  But  if, 
)  with  Manhattan,  the  management 
!r  management  style  has  changed,  the 
laper  losses  are  an  attraction. 
[  One  candidate  for  a  turnaround  is 
le  $770  million  Colonial  Diversified 
icome  Fund,  which  is  currently  sit- 
ng  on  $258  million  in  unrealized 
)sses.  The  fund,  which  has  a  6'/2% 
)ad,  started  out  in  1977  as  an  option 
Icome  fund,  but  the  strategy  of  buy- 
ig  stocks  and  then  selling  call  op- 
ens on  the  stocks  didn't  work.  The 
3od  stocks  got  called  away  and  the 
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option  premium  was  paid  out  as  a 
dividend.  That  left  the  fund  with  bum 
stocks  and  a  net  asset  value  that 
shrank  37%  in  the  decade  ending 
1987.  "The  strategy  was  self-defeat- 
ing," concedes  portfolio  manager  Jar- 
rod  Wilcox,  who  has  now  dropped  the 
options  strategy  and  turned  the  fund 
into  a  global  balanced  fund. 

Just  as  there  are  many  funds  with 
large  losses  that  investors  would  do 
best  to  avoid,  so  there  are  a  few  funds 
with  large  unrealized  gains  that  might 
be  tempting  to  some.  Take  Baker, 
Fentress  &  Co.,  a  closed-end  fund  that 
is  sitting  on  $216  million  in  unreal- 
ized capital  gains,  equal  to  53%  of  the 
fund's  net  assets.  A  big  reason  is  the 
fund's  79%  ownership  of  Consolidat- 
ed-Tomoka  Land  Co.,  a  Florida  citrus 
fruit  company.  Baker,  Fentress  bought 
the  bulk  of  its  position  in  the  1930s, 
paying  $5  million  total.  Today  the 
shares  are  worth  $96  million. 

With  the  fund  sitting  on  a  potential 
tax  bombshell,  it's  no  surprise  to  learn 
that  Baker,  Fentress'  stock  is  trading 
at  a  19%  discount  to  net  asset  value. 
"The  way  to  turn  that  to  your  advan- 
tage is  to  buy  it  for  your  IRA,"  points 
out  Thomas  Herzfeld,  Miami-based 
publisher  of  The  Investor's  Guide  to 
Closed-End  Funds.  IRA  investors  can 
exploit  the  discount  without  worry- 
ing about  the  tax  consequences. 

Even  taxable  investors  shouldn't 
get  too  obsessed  with  taxes.  "In  the 
final  analysis,"  says  Sheldon  Jacobs, 
editor  of  the  No-Load  Fund  Investor, 
"the  investment  consideration  out- 
weighs the  tax  consideration."  In  oth- 
er words,  don't  let  the  tax  tail  wag  the 
investment  dog,  but  don't  ignore  it, 
either.  ■ 


SOME  PEOPLE  THINK 
of  the  world  of  investing 
as  a  world  that  revolves  around 
guesswork,  where  success  comes 
only  to  those  who  play  the  right 
hunches  at  the  right  time. 

At  Twentieth  Century  Investors, 
we're  a  world  apart  from  that. 
There  has  been  no  guesswork 
involved  in  the  success  we've 
achieved  for  our  shareholders. 
Just  hard  work,  combined  with 
a  disciplined  investment  strategy 
that  we  have  consistently  and 
successfully  applied  over 
the  years. 

We  each  have  our  own  personal 
investments  with  Twentieth 
Century,  because  we  believe  in 
the  funds  and  in  the  company. 
When  you  invest  with  us,  we 
treat  your  money  as  carefuUy  as 
ifit  were  our  own. 

When  you  join  our  growing 
family  of  shareholders,  you  are 
welcomed  by  a  team  of  dedicated 
employees  with  one  goal  in 
mind  —  to  provide  you  with 
the  best  service  possible.  A  lot 
of  companies  talk  about  quality. 
At  Twentieth  Century  Investors, 
we  make  it  an  everyday 
commitment  —  with  dedicated 
people  and  the  best  systems. 

We  think  the  things  that  make  us 
who  we  are  can  make  a  world  of 
difference  to  you  as  an  investor. 
Let  us  show  you  how.  Just 
write  or  call  for  an  Information 
Kit  and  Prospectus.  Please 
read  the  Prospectus  carefully 
before  investing. 


Call  toU-free: 
1-800-345-2021 
Ext.  407 


RO.  Box  419200 
Kansas  City,  MO  64141-6200 
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Turmoil  at  the  top  took  its  toll  on  the 
Union  Pacific  Railroad.  Then  came  Drew 
Lewis  and  there  began . . . 

The  rebuilding 
of  Uncle  Pete 


By  Jack  Willonghby 


I'nitiii  /'(uifii.  (hiiinnan  Drctr  lx'tii>. 

TaMng  an  ancient  fUerarchy  into  the  21st  century. 


DREW  Lewis  is  nothing  if  it 
versatile.  A  former  manj:- 
ment  consultant,  he  ran  e 
Department  of  Transportation  n 
Ronald  Reagan  in  the  early  19h, 
went  on  to  revitalize  Warner  Ame;  n 
its  struggling  days  as  a  cable  and  i- 
tertainment  company.  And  now  1  y 
working  on  a  railroad. 

For  the  last  two  years,  Lewis  s 
been  with  the  Union  Pacific  R 
road — affectionately  known  as  "I. 
cle  Pete" — and  is  now  chairman  it 
Union  Pacific  Corp.  Lewis  has  shah 
that  great  business  institution  to  s 
core.  He  has  peeled  off  layers  of  m 
agement,  chucked  tradition  and  m.e 
his  associates  acutely  aware  that  c  - 
tomers  are  not  an  incidental  arm  - 
ance  but  the  sole  reason  for  being  a 
business  in  the  first  place. 

Earlier  this  year,  in  surely  the  m  t 
dramatic  sign  of  his  authority,  Le's 
summarily  closed  the  corporatios 
posh  Park  Avenue  offices  and  mo^J 
to  cheaper  digs  in  Bethlehem,  Pa.  Is 
explanation:  "I've  always  found  1 1 
after  a  shakeout  things  improve  3 
matter  where  you  move.  You  get  n .' 
people,  new  ideas,  and  in  the  h  i 
everyone's  delighted." 

Lewis  came  to  his  current  job  ■' 
default.  This  great  railroad  ranked  1 1 
among  its  peers  on  operating  mar;i 
and  return  on  assets  in  1984.  Mana 
ment  was  in  turmoil.  Chief  Execut : 
James  Evans  had  been  kicked  upsta^ 
for  trying  to  force  74-year-old  Elbric; 
Gerry,  then  chairman  of  the  execut : 
committee   and   a   grandson   of   f 
line's  founder,  E.H.  Harriman,  11 
retirement.  Evans  had  wanted  to  - 
stall  John  Meyer,  a  transportation  1 
pert,  in  a  top  administrative  post. 

Boardroom  politics  got  nasty.  Ge; 
used  his  friendship  with  outside 
rectors  and  the  support  of  loyal  op 
ating  chiefs  to  push  Evans  aside. 

Meanwhile,  top  brass  in  New  Yc 
would  not  infrequently  use  the  n 
road  as  their  personal  plaything; 
one  memorable  instance,  top  exec 
tives  assigned  one  of  the  priv; 
Union  Pacific  trains  to  take  the. 
and  their  wives  on  a  junket  frc 
Seattle  to  Mexico  City,  even  arrar 
ing  for  a  company  jet  to  drop  ■ 
baskets  of  fresh  raspberries,  a  fav( 
ite  breakfast  fruit  of  Chairm 
Evans'  wife  at  the  time. 

Rich  as  it  was,  the  Union  Paci 
couldn't  drift  like  this  forever.  T 
board  finally  acted.  It  sought  out  Le 
is,  a  complete  stranger  to  the  comf 
ny,  in  the  hope  that  he  could  do  wh 
no  insider  seemed  able  to  do:  lead  t 
line  into  a  new  transportation  era. 
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NASA  HAS  CHOSEN 
CONTELTO  MANAGE 
ITS  SOPHISTICATED 
TRACKING  AND 
DATA  RELAY 
SATELLITE  SYSTEM. 


'H 


WHAT  ON  EARTH 
CAN  WE  DO  FOR  YOU? 


Six  hours  and  13  minutes 
ier  lift-off  of  the  shuttle 
jscovery,  NASA's  newest 
tmmunications  satellite  was 
*cketing  toward  an  orbit 
2^00  miles  above  t/ie  eart/i. 
,  iry  soon  it  will  start  relaying 
<>essages  between  low  earth- 
^ifiting  space  vehicles  and  an 
irUt  station  complex  in  White 
ands,  NM;  relaying  voice, 
deo,  and  digital  signals  thou- 


sands of  miles  with  remarkable 
clarity  and  precision. 

Contel  is  maldng  tiiis  pos- 
sible. We're  mana^ng  NASA's 
satellite  communications 
system  from  tiie  ground  up.  To 
those  who  know  us,  including 
the  2,500,000  customers  in 
30  states  who  call  us 
"Uie  telephone  company,"  this 
isn't  surprising.  Few  companies 
have  our  expertise  and  ex- 


perience in  creating  advanced 
telecommunications  systems. 

Bef^use  we  can  satisfy 
needs  as  complex  as  NASA's, 
we  believe  we  can  satisfy  yours. 
To  learn  more  about  Contel's 
capabilities  in  telecommunica- 
tions, write  to  Contel  Corporate 
Communications,  PO  Box 
105194,  Atlanta,Georgia  30348. 


968  Contel  CorporatKXi 


At  last.  A  high  return 

from  a  bond  fond 

without^getting 

buried  in  iunic. 


You  don't  need  to  invest  heavily 
in  junk  bonds  to  get  outstanding 
total  returns  and  a  notable  yield. 
SteinRoe  High-Yield  Bonds  seeks 
high  current  income  by  investing 
principally  in  medium  quality 
debt  securities,  in  fact,  SteinRoe 
High-Yield  Bonds  invests  less  than 
half  of  its  portfolio  in  BB  or  lower 
rated  bonds. 

Our  total  returns  speak  for 
themselves.  For  the  period  ended 
September  30, 1988,  the  Fund's 
one-year  total  return  was  15.10%, 


and  since  inception,  the  average 
annual  return  was  8.48%. 

Call  today  for  the  current  yield. 
There  are  no  sales  charges  or 
redemption  fees. 

For  more  complete  information, 
call  our  24-hour  number  for  a 
prospectus. 


ff) 


STEIN  ROE 


Mutudl  Funds 


CALL  1-800-338-2550 

SteinRoe  Mutual  Funds 

PC  Box  1143    Chicago.  IL 60690 


The  total  return  data,  which  includes  changes  in  share  price  and  assumes  reinvestment  of  income  and 
capital  gains  distributions,  represents  past  performance,  which  may  vary  for  different  periods.  Actual 
total  return  and  principal  value  of  an  investment  will  fluctuate  so  that  an  investor's  shares,  when 
redeemed,  may  be  worth  more  or  less  than  their  cost.  There  is  no  guarantee  that  the  Fund  will  achieve 
its  investment  objective.  Read  the  prospectus  carefully  before  you  invest. 

I     Liberty  Securities  Cofpof.3t.on    Oislnbulof  c  1988  Stem  Roe  &  Farnham  lacorpofaled  50588305HYBD 


CAMPION 
PLACE 

HOTEL 


San  Francisco,  at  Union  Square 
(415)  781-5555 


j^^^araj^ 


f  Discover  ^  '     m 

^^  America's  Technology^ 
Sgft.      Companies       i^ 


1.]: 


Uncover  new  business 

opportunities  with  fast-growing 

high-tech  manufacturers 

Target: 

•  hard-to-find  private  companies 

•  key  decision  makers 

•  divisions  of  large  companies 

•  makers  of  3,000  +  product  types 

Identify: 

•  new  markets 

•  new  opportunities 

•  new  partners 

•  new  investments 

National— Regional— Local: 

Directones      Custom  reports 
Databases         Mailing  lists 

FREE  Information  Kit:  1-800-843-8036 


® 


1  Market  Street.  PC  Box  81281 

Wellesley  Hills.  MA  02181 

(617)237-2001  -  Fax:  (617)237-3235 

Tlx   497-2961  CRPTECH 
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Lewis  had  other  desirable  qual  c 
as  well.  He  had  loads  of  political  e  i 
rience  at  a  time  when  the  rails 
needed  to  adapt  to  deregulation  fo  ; 
survival.  Lewis  also  had  a  proveie 
cord  of  toughness  in  dealing  it 
unions,  dramatically  demonstr 
when  he  fired  1 1,000  striking  air  n 
fie  controllers  in  1981  as  Secretai 
Transportation. 

Lewis  is  already  beginning  to 
results.  Among  the  major  railro 
Union  Pacific  in  the  last  three  y 
has  moved  from  dead  last  to  sec 
place  measured  by  operating  mar  . 
and  return  on  assets.  In  the  mosie 
cent  quarter  this  year,  the  railro 
profit  increased  to  a  record  $138  , 
lion  from  $113  million  a  year  earl: 

Mike  Walsh,  46,  who  came  ovl 
1986  from  Cummins  Engine  as  Le 
hand-picked  chief  operating  office 

"We  knew  some 
streamlining  had  to  come 
It's  just  the  way  they 
did  it,"  says  union  man 
James  Quilty. 

the  railroad,  expects  that  profit  ' ' 
hit  $510  million  this  year  on  gi 
revenues  of  $4  billion,  giving  Ur : 
Pacific  Railroad  a  compound  aver 
annual    13%    growth   rate   in   pr 
since  1984. 

What  has  made  the  difference 
dramatic  rise  in  productivity.  Volu 
has  picked  up,  while  the  numbe 
jobs    has    dropped    from    41,721 
30,120,  with  many  union  men  be 
given  fat  severance  deals  to  pack 
and   leave.   Result:   Gross  ton-m 
handled  per  employee   have   ne; 
doubled  in  the  last  four  years,  to  I 
million  tons.  Five  layers  of  mic  c 
management  were  shucked  last  yu 
alone.  A  slimmed-down  structure  ji 
turing   30    superintendents    has 
placed  what  amounted  to  a  milif 
hierarchy  dating  back  to  the  19th  c  i 
tury.  Compensation  is  now  based : 
employees'  contributions  to  ove ' 
company  performance. 

To  improve  customer  service,  Li 
is  has  scrapped  the  line's  whiske- 
network  of  freight-forwarding  age  > 
and  replaced  them  with  a  single,  ci- 
tralized  customer  services  office  m : 
Louis   and   a   dispatching  center  3 
Omaha.    Walsh   boasts   that   a   n> 
Omaha  facility  currently  under  C' 
struction  will  make  the  control  c 
ter  of  the  U.S.  Strategic  Air  Comm. 
that  is  nearby  look  like  a  Boy  Sen 
project. 

Needless  to  say,  the  uprootin . 
layoffs  and  plant  closures  have  it 
gone  down  well  with  many  of  i-' 
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PERFEQLYDESIGNEDToWlTHSrANDTHE 

Turbulence  Of  The  NextTwenty  Years. 

Mergers.  Labor  costs.  Fare  wars.  Fluctuating  margins. 

With  all  the  variables  facing  airlines  today,  survival  obviously 
lies  in  being  both  efficient  and  flexible. 

Two  traits  which  happen  to  perfectly  describe  Airbus 
Industrie  aircraft. 

As  a  matter  of  fact,  no  other  family  of  aircraft  has  been 
designed  to  help  airlines  adapt  so  readily— and  profitably— to  market 
needs  that  change  weekly,  if  not  daily. 

Consider,  for  example,  our  technologically  advanced 
A300-600R  widebody  It's  big  enough  to  carry  a  full  complement  of 
business  commuters  on  heavily  traveled  routes  like  Chicago  to  L.A.  And 
yet  its  break-even  point  is  so  low,  it's  just  as  profitable  carrying  cargo  and 
fewer  passengers  on  less  developed  routes. 

Our  wide,  single-aisle  A320  is  also  multi -talented  and  even 
more  advanced.  Its  optimum  size  and  fast  turnaround  ability  make  it 
perfect  for  hub  and  spoke  routes.  But  its  transcontinental  range  also 
makes  it  a  wise  choice  for  long,  thin,  point-to-point  markets.  It  even 
offers  14%  lower  cash  operating  costs  than  comparable  aircraft. 

So  don't  let  the  next  twenty  years  toss  your  profits  around. 
Rely  on  the  efficiency  and  adaptability  of  Airbus  Industrie  aircraft. 

We  know  if  II  be  a  smoother  ride. 

®  AIRBUS  INDUSTRIE 

The  certain  choice  for  an  uncertain  world. 
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Advertising;  created  by  Btedcrma 


Ambitious  to  conquer 

new  heights, 
mhart  has  put  its  business 
on  a  different  footing 


f  )u  still  think  of  Emhart  Corpora- 
i'  as  it  was  a  year  or  so  ago,  your 
K  ons  about  us  are  one-third  wrong. 

The  nearly  $2  billion  Emhart 
I"  existed  then  was  growing  predict- 

ind  healthily)  year  by  year. 

But  we  recognized  that  we 
ided  something  more  than  the 
t  dy  predictable  growth  of  the 
)  messes  we  were  in— industrial 
)  Jucts  (for  example,  electronic 
:( iponent  assembling  machinery)  and,  more 
f  ;ntly  consumer  products  (like  our  True  Temper* 
fi'  of  lawn  and  garden  products). 
.   If  we  were  really  going  to  grow,  we  had  to  add 
t'irdleg  to  Emhart.  Something  in  the  expansive, 
u.  exciting  field  of  high  technology. 

THREE  LEGS,  WHAT  ELSE? 

r ;  particular  high-tech  field  that  we've  chosen  to 
;  nto  is  Information  and  Electronic  Systems. 

About  a  year  ago,  our  first  acquisition  was 
'  ining  Research  Corporation,  a  market  leader  in 
:•  iputer-based  information  management  systems. 
r  ;y  have  customers,  for  example,  like  NASA. 

Then,  at  the  beginning  of  this  year,  we 
1  ounced  the  acquisition  of  another  computer- 
:^;nted  company  Advanced  Technology  Inc.  Their 
:'  tomers  include  everybody  from  the  Social  Secu- 
"i  Administration  to  the  Royal  Saudi  Navy. 

Together,  these  two  acquisitions  will  furnish 
:  hart  with  revenues  of  approximately  $700  million 
-  nd  a  big  head  start  in  high  technology 


Of  course,  adding  a  third  leg 
was  only  part  of  what  changed 
Emhart  then  into  Emhart  now. 

A  LITTLE  CAREFUL 
PRUNING 

The  other  part  of  our  plan  for  Emhart 
was  to  take  ourselves  out  of  several 
businesses  where  we  saw  litde  future. 
Even  a  number  of  businesses  that  we 
had  been  in  for  years  and  years. 
Well,  this  rigorous  pruning  is  already  well- 
advanced.  To  date,  we've  shed  a  total  of  17  compa- 
nies, in  crowded  or  cyclical  markets  like  packaging 
equipment  and  machine  tools.  And  businesses  that 
didn't  fit  our  overall  growth  strategy. 

On  the  other  hand,  the  companies  that  we  held 
on  to  were  ones  that  have  exceptionally  good  mar- 
ket positions— and  a  cash  flow  that  will  help  us  fund 
the  newer,  faster-growing  parts  of  Emhart. 

The  results  of  our  efforts  to  date  have  been 
gratifying,  to  say  the  very  least.  Financially  and 
every  other  way. 

A  NEW  CORPORATE  SIGNATURE 

Here's  one  indication  of  the  new  spirit  that's  breath- 
ing through  Emhart:  The  new  logotype,  or  corpo- 
rate signature  you  see  at  the  bottom  of  this  page. 

This  new  signature  is  just  another  way  of  tell- 
ing the  world  that  from  here  on  out,  Emhart  intends 
to  do  things  a  bit  differently. 

It's  not  a  question  of  our  doing  a  lot  of  fancy 
footwork,  so  much  as  good,  smart  legwork. 
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Western  Pacific  Railroad 
—  Missouri  Pacific  Railroad 
Union  Pacific 
Missouri-Kansas-Texas  Railroad 


company's  old-timers — and  certainly 
not  with  labor.  Says  James  Quilty, 
vice  general  chairman  of  the  Trans- 
portation Communications  Union: 
"We  knew  that  some  of  the  streamlin- 
ing had  to  come.  It's  just  the  way  they 
did  it." 

The  railroad's  century-old  shops  in 
Omaha  were  closed,  forcing  most  of 


the  800  workers  there  either  to  move 
to  Little  Rock,  Ark.  or  to  seek  other 
employment  in  town — probably  at 
lower  wages. 

Other  railroad  old-timers  have 
proved  more  receptive.  Take  Jerry  Da- 
vis, the  operations  chief,  a  lifetime 
railroad  man  whose  father  worked  as 
a  brakeman.  Davis  has  wholehearted- 


Can  the  workers  handle  U? 


ly  thrown  his  weight  behind  the  n  ^ 
changes.  Says  he:  "I  don't  feel  scv 
for  people  who  can't  change.  I've  be  i 
a  railroader  all  my  life.  And  if  I  ca  t 
change,  I  should  be  thrown  out." 

Union  Pacific's  new  flexibility  d 
responsiveness  have  already  demi- 
strated  their  worth  in  an  emergen  . 
When  Hurricane  Gilbert  bore  do  i 
on  the  Texas  coast  earlier  this  f, , 
closing  down  the  petrochemical 
dustry  that  provides  22.5%  of  the  r;  • 
road's  freight  revenue  armually, 
perintendents  were  quickly  able  to 
route  locomotives  bound  for  the  G  t 
inland  to  Dallas  and  out  of  harr, 
way.  This  type  of  maneuver  won 
not  have  been  organizationally  pos  - 
ble — probably  not  even  thought  o 
only  a  few  years  earlier. 

Lewis  and  his  team  are  spendi; 
much  of  their  time  fighting  to  jt 
back  the  freight  traffic  lost  to  loi- 
haul  truckers.  Trains  still  carry  abet 
the  same  dollar  volume  of  freight  th 
they  did  in  1980— $28  billion.  S^. 
Lewis:  "Labor  problems  in  the  r; 
road  created  today's  long-haul  true 
ing  business.  We  cut  our  own  throa . 
Management  let  it  happen." 

With  deregulation,  sales  are  m 
too  important  to  be  left  to  mere  sal 
men.  These  days.  Union  Pacific's  i 
tional  accounts  staff,  composed 
marketing  and  operating  experts,  \\ 
make  a  call  on  ConAgra,  say,  or  Fo , 
to  learn  what  new  services  Union  I 
cific  could  provide  that  would  ma 
the  customers'  business  run  nn 
smoothly  and  efficiently. 

As  a  result  of  such  efforts,  Uni 
Pacific  now  runs  probably  the  mt 
sophisticated  "just-in-time"  invt 
tory  contract  service  in  the  count 
shipping  automobile  parts  from  L 
troit  to  the  Toyota/General  Mote 
plant  in  Nummi,  Calif.  The  line  n 
signed  a  five-year  agreement  wi 
General  Motors  to  deliver  three 
four  railcars  of  Cadillacs  a  day  direct 
to  Las  Vegas  dealers  from  the  plant 
Michigan.  To  do  this,  the  line  had 
build  a  $2.2  million  sorting  facility 
town  and  contract  trucks  to  deliv 
the  cars,  but  now  the  dealers  deal  i 
rectly  with  Union  Pacific.  This  sho\ 
that  the  company  is  now  moving  c; 
go  for  customers,  not  just  shuffli 
trains. 

Lewis  has  also  made  great  strid 
slimming  down  another  side  of  Unu 
Pacific — its  energy  exploration,  pr 
(Juction  and  distribution  group.  Und 
previous  regimes.  Union  Pacific  R 
sources  took  a  $1  billion  writeoff  f 
depreciated  equipment  after  spendii 
$2.5  billion  in  capital  expenditur 
from  1981  to  1985.  Now  Lewis  h 
sold  off  nearly  everything  but  tl 
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apples  and 
oranges. 


To  Atlantic  Mutual 
1  idea  of  forcing  unrelated 
1  ustries,  like  computers 
.r  J  food  processing,  to 
tire  the  same  insurance 
)^  icy  is  preposterous. 

Risk  types  and 
i:  potentials  vary 
I'lmatically  from      IT 
lustry  toindus- 
"  So  do  losses. 
Vd  so  should 
)  jmiums. 

That's  why 
rAtlantic  Mutual 
'electronics  people 
)  into  one  group 

"3  food  processors  into  another  The 
)  Iters  here.  The  metalworkers  there, 
^d  so  on. 

But  there's  a  lot  more  to  an 
^  antic  Mutual  insurance  policy  than 
'  it.  Because  we  analyze  the  individual 
;  Tipanies  that  comprise  each  group. 
"e  result?  A  custom  designed  policy 
g^d  on  each  industry's  needs. 

A  gargantuan  task?  No.  Not  with 


wt  »■  ^  w<- 


'<Hr^s^^<^m^^ 


the  technology  that  has  sparked  an 
envious  gleam  in  the  eye  of 
a  number  of  our  competi- 
tors. They  know  the  sheer 
depth  and  breadth  of  our 
information  systems  give  us 
an  uncommon  understand- 
ing of  what  makes  a  client's 
business  tick. 

There's  another  ad- 
vantage to  being  insured 
by  Atlantic  Mutual. 
We're  a  mutual 
company  And 
that  means  the 
potential  for  divi- 
dends. We've 
issued  dividends 
to  various  groups  every 
year  since  1855. 
Talk  to  your  agent  or 
broker  about  Atlantic  Mutual  and 
our  custom  designed  policies. 
We'll  help  you  make  the  most  of 
your  differences.  Atlantic  Mutual, 
45  Wall  Street.  New  York,  NY  10005. 


^AtlanticMutual 

What  insurance  is  supposed  to  be. 


The  Brazil  Fund,  Inc. 


Investment  manager:  Scudder,  Stevens  &.  Clark,  Inc. 

The  Brazil  Fund,  Inc.  is  a  closed-end  investment  com- 
pany seeking  long-term  capital  appreciation  through 
investment  in  securities,  primarily  equity  of  Brazilian 
issuers.  The  Fund's  shares  are  listed  on  the  New  York 
Stock  Exchange. 


For  a  copy  of  the  latest 
report,  please  write: 


The  Brazil  Fund,  Inc. 
c/o  The  Scudder  Funds 
P.O.  Box  9046,  Dept.  160 
Boston.  MA  02205-9046 


You  can  stay  on  top  of  the  business  news 

in  Europe  with  EuioBusiness 

Edited  by  Tim  Hindle,  formerly  business  editor  of  The  Economist, 
Eurobusiness  is  Europe's  only  regional  business  magazine. 
Eurobusiness  gives  you  accurate,  objective  news  in  a  clear,  concise 
format.  An  essential  monthly  briefing  on  who's  buying,  who's 
selling,  and  how  you  will  be  affected. 

Eurobusiness  is  your  monthly  checklist  on  all  37  maiicets: 

>  analyses  of  business  trends  and  developments 

>  the  latest  information  on  the  EEC  and  COMECON  (CMEA) 

>  updates  on  banking,  finance,  maricets  and  investment 
opportunities 

>  and  much,  much  more  . . . 


Find  out  for  yourself  just  how  invaluable  Eurobusiness  is.  Become 
a  charter  subscriber  and  receive  a  full  year  of  monthly  issues  for 
only  $45,  including  shipping  and  handling.  Write  for  further 
information  or  call  collect.  Ask  for  Beth  DeVore. 

P.O.  Box  830430  •  Birmingham,  AL  35283-0430 
Phone  (205)  991-6925 


group's  best  production  and  explj 
tion  activities,  which  currently  [ 
count  for  17%  of  the  corporate  pid 

If  Union  Pacific  now  decides  tol 
pand,  it  will  probably  be  in  t(j 
waste  control,  where  Lewis  seesl 
opportunities.  But  acquisitions  t| 
money,  and  able  competitors  arel 
ready  in  place.  Besides,  with  a  debtl 
equity  ratio  of  35%  and  $3.5  billioj 
long-  and  short-term  debt  on 
books,  isn't  Union  Pacific  leveral 
enough  already?  Lewis  doesn't  th| 
so,  perhaps  because  he  plans  to 
part  of  the  company's  $500  milll 
from  oil  asset  sales  to  reduce  debtl 

Says  Lewis,  "We  could  add  anotl 
$2  billion  to  the  balance  sheet,  ll 
that  I'm  saying  I  am  going  to,  but 
asset  base  and  the  cash  flow  from  I 
railroad  certainly  make  it  possible 

The  big  question  for  Lewis  no\ 

"Labor  problems  .  .  . 
created  today's  long-haul 
trucking  business.  We  cut 
our  own  throats. 
Man<igetnent  let  it  happei 

whether  he  will  stay  on  at  Union  I 
cific  long  enough  to  finish  the  job 
started.  Most  of  his  career  has  bee 
series  of  quick-fix  turnarounds,  ; 
the  lure  of  a  return  to  Washington  i 
new  Administration  will  undoubt 
ly  be  strong.  He's  now  57,  and  he  s 
that  he  plans  to  spend  the  rest  of 
career  (he  has  eight  years  to  man 
tory  retirement)  at  Uncle  Pete.  S 
he,  "I  don't  want  to  go  back  to  gove 
ment.  I  know  that  there  are  a  lot 
people  who  would  want  me  to  do 
But  I  have  no  plans  to  leave.  Thci 
no  point  in  being  a  general  if  thei 
no  war." 

While  his  job  is  that  of  runnin 
railroad,  Lewis  sees  Wall  Street  as 
scorecard.  Union  Pacific  stock 
rently  trades  around  60  for  a  t( 
common  market  capitalization 
$6.8  billion.  That  seems  low,  cons 
ering  the  strength  of  the  rail  netw 
and  the  company's  tremendous  n 
rail  assets. 

Lewis  says  that  he  won't  be  haj 
until  Wall  Street  accords  the  stoci 
price  of  100  or  so.  To  spur  on 
colleagues  in  the  task  of  produc" 
numbers  that  are  good  enough  to  % 
investment  respect,  Lewis  has  inti 
tuted  a  special  bonus  plan  that 
give  him  and  39  of  his  top  suboij 
nates    over   $17    million    in    spec 
benefits  if  Union  Pacific's  stock  ril 
over  $100  a  share  and  stays  there' 
60  trading  days. 

Incentives  like  that  may  be  a  hel^ 
a  good  way  to  run  a  railroad. 


I  % 
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Hertz  joins  American  Express 

J  ffering  yet  another  privilege:  a 

.  coin  rate  thiat  only  Cardmem- 

15  can  get  without  an  advance 

JTvation. 
So  do  it  without  reservation. 

I  It  from  Hertz,  pay  with  the  Card, 

I  head  off  in  a  1988  Lincoln  Con- 

pntal.  The  car  Motor  Trend  hailed 

I . .  -the  most  advanced,  best-engineered,  best- 
ing Lincoln  ever  built."  Or  take  the  roomier 

.  coin  Town  Car,  if  you  prefer. 
Just  ask  for  this  special  rate  at  participating  air- 

» t  counters,  from  now  until  December  15, 1988. 

Ir  Lincobis  will  be  rolling  at  this  rate,  so  you  may 

»h  to  confirm  availability. 
Small  wonder  the  American  Express  Card  makes 
ideal  travelling  partner.  Hotel  reservations,  airline 

G.  US.  mx  OFF  >.  HERTZ  SYSTEM  INC  ,  1988 


cms  Lincolns  and  other  fcne  cars. 


ticketing  and  getting  cash  couldn't 
be  simpler.  To  say  nothing  of  the 
ease  with  which  you  can  handle  a 
Hertz  rental. 

*This  offer  has  some  restric- 
tions: Rate  $5.00  higher  in  Boston, 
Chicago,  Detroit,  Philadelphia, 
Pittsburgh,  Baltimore/Washington, 
and  Atlanta,  and  not  available  in  the 
New  York  metro  area;  cars  must  be  returned  to  rent- 
ing location;  refueling  charges  (if  you  don't  refill  the 
tank);  and  a  mileage  charge  over  75  miles  a  day  (320 
or  less  per  mile).  Taxes,  Loss  Damage  Waiver,  and 
other  optional  services  are  extra.  If  you're  under  25, 
rates  are  higher. 

If  yau've  got  a  sudden  urge  to  drive  the  car  Car  and 
Driver  called  "...  an  American  luxury  sedan  with  road 
sense,"  Hertz  and  American  Express  make  perfect  sense. 
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THE  LEADERSHIP  SERIES 


xjRUNSWICK.THE  VE 


OUR  SIXTH 

LIMITED  EDITION 

COLLECTION 

OF  LEISURE  PRODUCTS. 


^^^^^^^  The  evolution 

^^^K^^^^        <^^  ^^  Leadership 
^^^^       ^B|        Series  over  the  past 
\^^l!ft^''         ^ix  years  has  paral- 
:   \^^    ■^  .^    leled  the  success 

of  Brunswick 
Corporation  during 
that  same  period. 

"lust  as  each 
of  these  products 
repres<rnt.s  our  Company's  grovwing  diversity 
and  its  unrelenting  dedication  to  quality, 
they  also  represent  our  strengthened  posi- 
tion of  leadership  in  every  market  we  serve. 

"Building  upon  these  leadership 
positions,  Brunswick  is  now  in  the  midst  of 
its  sixth  consecutive  vear  during  which  each 
quarti  '         "    '     c  established  new  sales 
ande.t 

"The  reasons  for  these  record  perfor- 
mances are  symbolized  by  this  Limited 
Edition  Collection,  which  reflects  the  com- 


mitment to  quality  that  is  found  in  every 
product  or  service  bearing  one  of  Brunswick 
Corporation's  famous  brand  names.  The 
1988  Collection  proudly  sets  new  standards 
for  the  very  best  of  the  very  best." 

Jack  F.  Reichert 

Chairman  and  Chief  Executive  Officer 

ARRI VA  2050  with  custont  tnuler  and 
Ford  Mustang  GT  tow  package. 

U.S.  Marine,  builder  of  famous  Bayliner 
boats,  presents  a  unique  combination  of 
sporty  styling  and  performance  diat  tells  the 
world  you  won't  settle  for  less  than  the  best. 
The  20'  Arriva  is  a  boki  statement  of  breath- 
taking perfbrmaiKe,  uncompromisii\g  luxury 
aiKl  snow-stopping  good  kx)ks.  Matched  with 
a  trailer,  and  powemil  new  1989  Ford 
Mustang  GT.  Limited  edition  of  5.   $39,000. 

Zebco/Quantum  Collector's  Series. 

Quality,  elegance  and  performaiKe  in  a 
matched  set  of  three  superb  reels ...  a  Quan- 
tum Pro  1  Baitcase  Reel;  a  Quantum  QSS2 
Ultralight  Spinning  Reel  ana  a  Zebco  Classic 
CGXJ3  Express  Spin-Cast  Reel . . .  each  one 
precision-engineered.  All  richly  showcased 
in  a  handsome  walnut  presentation  case, 
personalized  with  dw  owner'i  lume.  A 
limited  edition  of  100  sets.     $250. 


Mercury 
200  HP  50*  Anniversary  V.| 

Once  again.  Mercury  clearly  demonsll 
its  position  in  outboard  technology  ai  [ 
performance  leaderl  Five  decades  of  dl 
ing  and  building  engines  all  come  togel 
in  riiis  200  Horsepower  V-6  that  offia<| 
nothing  less  dian  pure  get-away-fTom*! 
excitement.  And  with  die  special  stybl 
treatment,  this  50th  Anniversary  modi 
will  no  doubt  become  a  collector's  dan 
A  limited  edition  of  25.    $12,000. 

Sea  Ray  280  Sundancee 

This  28'  special  edition  has  an  extra  wl 
beam  with  new  advanced  exterior  stybl 
and  luxurious  living  accommodations  [ 
added  room  and  comfort.  You  can  cui| 
ize  the  interior  from  a  selection  of  deatl 
fiabrics  and  colors.  Comes  with  a  penol 
ized  owners'  medallion.  Powered  by  tnl 
specially  engineered  MerCruiser  stem  if 
engines.  Liniited  edition  of  5 .    $80,0| 

Brunswick  Leadership  I 
BiUianl  Table. 
Classic  French  Provincial  styling,  masti 
ly  handcrafted  in  solid,  select  English  v| 
and  set  on  a  precision-ground  slate  bed;l 
elegantly  accented  widi  rail  sights  of  gall 
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BOWLING  TROn 
FROM  I9KH  SUMMER  ( < 
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redous  gems,  hand-tooled  leadier 
ts  and  a  gold-plated  name  plate.  A 
d  edition  of  25  tables.    $20,000. 

Lifetime  of  Open  Bowlii^  at 
nmswkk  Recreation  Centers. 

lumber  one  name  in  ^unily  bowling 
a  Lifiedme  Pass  good  for  unlimited 
pby  bowling  at  no  charge  in  any  fiill- 
e  j^nswick  Recreation  Center  in 
I  America  and  Europe.  Experience  the 
«it  in  equipment,  service  andfim.  A 
d  edition  of  100.    $3,000. 

Bowling  Tiophv  From  1988 
Summer  Olympics. 

a  piece  of  Olympic  history.  Brunswick 
■ates  bowling  in  the  1988  Olympics  as 
hintKHi  sport  with  a  commemorative 
y,  featuring  a  bowling  pin  used  in  actual 
ipic  competition  as  well  as  a  Team  USA 
one  series  ball.  Widi  each  order  a  $50 
don  in  your  name  will  be  made  to  Team 
.AKmited  edition  of  100.    $300. 

<tom  Golf  Qubs  With  Brunswick 
recision  FM  Hbretronic  Shafts. 

yi  akthrough  in  technology.  Precision  FM 
I  tronic  shafts  are  the  first  premium 
^  composite  graphite  shafts  to  be  fre- 

to  tour  standards.  A  custom 
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set  of  clubs  will  be  tailored  especially  for  you 
by  Ram  Golf.  With  Brunswick  Golfs  revolu- 
tionary frequency  matching  system,  every 
shaft  and  club  is  matched  perfecdy  to  your 
swine.  A  set  of  3  Metahvoods  ( 1  -3-5 )  and  10 
BeryUium  Copper  irons  (2-SW).  A  limited 
edition  of50  sets.  $1,800, 

Your  Unforgettable  Adventure 
on  the  Water  with  Merc  Charter 

Experience  an  unforgettable  adventure  on 
Florida's  fabulous  waters,  while  you  skipper 
your  own  18'  to  24'  Mercury-powered 
Bayliner  boat  at  one  of  Merc  Charter's  eight 
Florida  locations. 

Choose  one  of  three  exciting  Adventure 
Packages.  Spend  the  day  fishing  widi  Zebco 
All-Pro  Champion  Tommy  Martin  as  your 
personal  guide;  or  waterski  with  World 
Champion  Ricky  McCormick.  Or  cruise  to  a 
part  of  Florida  visitors  rarely  see,  on  a  2-day 
Everglades  guided  adventure  that  includes 
all  meals  and  accommodations  at  the 
Ever^des  National  Park's  historic  Rod 
and  Gun  Club.  A  limited  edition  of  5 
Adventure  Packages.  $1,500. 

Ordering  Information 

To  place  your  order  or  for  more  information 
on  die  Brunswick  Leadership  Series  prod- 


ucts or  about  Brunswick  Corporation, 
call  toll  free,  1-800-621-6413.  Or  write: 
Leadership  Series,  Brunswick  Corporation, 
One  Brunswick  Plaza,  Skokie,  Illinois  60077. 

All  items  in  the  Leadership  Series  are 
custom  made  to  order,  following  acceptance 
of  order.  Delivery  time  will  vary  depending 
upon  product  selected.  Orders  accepted 
before  December  15th  wiD  receive  a  framed 
Certificate  of  Authenticity  suitable  for 
Christmas  giving,  and  signed  by  Jack 
Reichert,  Chairman,  Brunswick  Corporation 

Also  available:  Brunswick  1987  Annual 
Report  and  a  complimentary  special  edition 
of  Brunswic/c;  The  Story  Of  An  American 
Company,  a  chronicle  of  Brunswick's  143 
year  history. 

Prices  include 
shipping  in 
continental  U.S., 
installation  and 
applicable 
sales  tax. 
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Tyco  Laboratories  Chairman  John  Fort 

"There's  nothing  very  complex  about  the  way  we  operate." 


Henr\'  Milliard 


John  Fort  has  trebled  Tyco  5  revenues  with- 
out adding  a  single  person  to  his  corporate 
staff  of  35.  No  wonder  Tyco  has  become  a 
paragon  of  profitability. 

Synergy,  synergy 
synergy 


By  Laura  Jereakl 


Here's  the  ticklish  problem 
facing  John  Fort,  chief  execu- 
tive of  Tyco  Laboratories: 
how  to  keep  up  his  top-notch  record. 

Consider:  In  the  six  years  since  he 
took  the  helm  of  the  Exeter,  N.H.- 
based  conglomerate,  return  on  equity 
has  averaged  18.5%.  Return  on  assets, 
usually  a  few  slim  points  for  a  manu- 
facturing company,  surged  past  7% 
for  the  fiscal  year  ended  last  May. 

And  per-share  earnings  from  con- 
tinuing operations,  Fort's  favorite 
benchmark,  should  quadruple — to 
$2.30  by  May.  All  this  as  Tyco's  sales 
grew  from  $550  million  to  over  $1.5 
billion  today,  with  predictions  of  $2.1 
billion  by  May.  No  wonder  the  stock 
has  shot  to  37,  up  50%  since  January. 

A  hard  act  to  follow.  But  that 
doesn't  stop  Fort,  a  slight  47-year-old 


who  enjoys  running  a  tight  business. 
"I  think  we  can  grow  earnings  per 
share  more  than  25%  over  the  next 
few  years,  if  not  beat  that,"  he  says. 

No  wonder  he's  cocky:  Look  what 
he's  done  with  the  messy  conglomer- 
ate assembled  by  his  predecessor,  Jo- 
seph Gaziano.  A  bluff,  hearty  47-year- 
old  at  his  death  in  1982,  Gaziano 
made  a  habit  of  hostile  raids  before 
that  was  the  fashion,  adding  haphaz- 
ardly to  the  instruments  business  at 
Tyco's  core.  But  Fort,  who  had  been  a 
division  president,  replaced  haphaz- 
ard acquisition  policies  with  a  highly 
disciplined  approach.  Disciplined, 
too,  was  his  approach  to  costs  and 
profits:  Out  went  subsidiaries  selling 
everything  from  latex  to  lawn  furni- 
ture because  they  weren't  profitable 
enough.  Out  went  the  corporate  jets 
and  company-owned  apartments. 

Tyco  is  now  three  trim  divisions: 


Grinnell,  with  sales  ruiming  to  il 
billion  by  May,  makes  and  InstT 
pipes  and  sprinklers  for  fire  protect] 
and  plumbing;  an  electronics  busi 
that  includes  Simplex,  which  ]| 
transoceanic  cable  for  AT&T,  anl 
printed  circuit  board  maker;  an| 
small  packaging  business. 

Fiow  does  Fort  make  Tyco  run?! 
giving  his  division  presidents  til 
head,  for  one  thing.  If  they  make  til 
numbers,  they  don't  have  to  wcl 
about  being  pestered  by  headquartl 
The  corporate  staff  still  numbers  o| 
35,  as  it  did  when  Tyco  sales 
$600  million. 

To  achieve  maximum  motivatil 
Fort  lets  every  employee  share  in  | 
company's  successes.  There  are 
"profit  centers"  at  Tyco,  ranging  i 
manufacturing  plants  to  distributi 
centers,  and  every  employee  get! 
share  of  his  center's  net  income! 
local  manager  who  helps  generate! 
million  in  profits  can  earn  a  $50,(f 
bonus,  and  there  is  no  cap. 

"If  you  set  your  compensation  s| 
tem  right,  the  whole  company  grc 
right,"   he   says.    Fort   himself   tc| 
home  nearly  $1  million  in  comper 
tion  last  year.  He  owns  over  1  millj 
shares  of  common  stock  and  encc 
ages  his  executives  to  invest  too. 
siders  now  control  8.5%. 

Operations?  Just  look  at  Grinn^ 
with  $1.2  billion  in  1989  sales 
the  recent  $350  million  acquisition 
Mueller,  a  heavy-duty  water  wo^ 
company.  Thanks  to  manufacti 
efficiencies  and  well-crafted  acqu^ 
tions,  Grinnell  has  a  20%  share  of  i.' 
$2.5  billion  market  for  making  ai 
installing  fire  protection  pipes  a: 
sprinklers.  Its  only  national  compc 
tor,  the  Automatic  Sprinkler  divisii 
of  Figgie,   is  nearly  one-third  Gr 
nell's  size.  That's  why  Grinnell  ci 
handily  grab  large  corporate  and  i 
tional   accounts    like    Sheraton   ai 
Marriott. 

"We  are  aggressive  about  mark 
share,"  says  division  president  Da 
nis  Kozlowski.  Aggressive  is  putti] 
it  mildly.  The  company  won  Ma 
ott,  for  example,  with  a  bid  at  on 
third  the  average  cost  per  square  fc 
And  recently  Grinnell  won  a  contK| 
for  Technology  Square,  a  450,0( 
square-foot  complex  in  Cambridj 
Mass.,  with  a  $1.7  million  bid,  sor 
$800,000  below  the  competition. 

One  small  problem:  The  easy  mc 
ey  in  fire  protection  may  already  ha 
been  made.  Over  the  last  six  years,  t 
business  grew  15%  a  year,  than 
mostly  to  new  construction.  Wi 
new  construction  in  a  slump,  grow 
will  have  to  come  from  "retrofittin 
older  buildings,   a  market   that  c 
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]e  thrill  is  Brazil 


MINISTRY  OF  INDUSTRY  AND  COMMERCE 


r^  BRAZIL 


EMBRATUR    BRAZILIAN  TOURIST  BOARD 


Follow  the  sun. 


Follow  the  sun  to  Brazil  and 
discover  4,600  miles  of  magnificent 
beaches  where  the  sun  never 
sets  because  it  never  goes  away. 
Discover  the  irresistible  human 
"  th  of  a  people  who  are  always  ready  to 
ome  you  with  open  arms. 
^ake  new  friends  -  130  million  of  them  - 
t  rhythm  in  their  veins,  who  will  teach  you  to 
^iba"  as  you  walk  and  "Bossa"  when 
lialk. 

lj;oking  for  nature  ?  Make  an  appointment 
[300,000  square  miles  of  virgin  forest, 
'  iched  by  man,  forming  the  world's  largest 
■  ^e  of  flora  and  fauna.  No  other  place  on  Earth 
IS  quite  near  it  for  natural  beauty. 
( it  excitement  that  you're  looking  for  ?  Try  the 


vibrant  excitement  of  Brazil's  major  cities,  offering 
incredible  nightlife  that  goes  on  till  dawn,  packed 
with  exotic  sensations,  days  packed  with  fantastic 
opportunities  for  shopping  and  sight-seeing, 
sophisticated  restaurants  and  first  class  hotel 
accommodation  at  surprisingly  low  prices. 

Follow  the  sun  and 
make  a  dream  come 
true.  Make  a  date 
with  Brazil.  Contact 
the  Brazilian 
Tourism  Foundation 
and  ask  for  more 
information  and 
leaflets  by  cutting 
out  and  sending  the 
coupon. 


4^  BRAZILIAN  TOURISM 
W  FOUNDATION 

Brazilian  Tourism  Foundation.  551,  Fifth  Avenue, 
Suite  519  -  New  York/NY  -  10176/U.S.A. 
Telex:  (23)  425102  -  EBT  NY  ■ 
Fax: (212)  490-9294 

NAME     


ADDRESS 

CITY     

STATE     _ 


ZIP  CODE 


TELEPHONE 


HIGH  YIELD 


^^^ince  its  beginning  more  than  20  years  ago,  adver- 
^^Htising  in  Institutional  Investor  has  always  been  a 
^^^  sound  investment.  Now,  the  leading  magazine  in  the 
finance  and  investment  field  offers  a  higher  yield 
than  ever. 

In  1989,  II  will  introduce  its  new  INVESTMENT  MATCH 
PROGRAM.  Advertisers  who  take  advantage  of  this  program 
will  be  able  to  reach  Institutional  Investor's  universe  of 
544,000  readers  with  both  impact  and  frequency— 
AND  AT  A  VERY  FAVORABLE  COST. 

Next  year,  all  advertisers  who  increase  their  advertising 
schedule  in  II  by  a  minimum  of  one  insertion  over  1988 
levels  will  receive /ree  equivalent  advertising  to  match  their 
incremental  advertising  investment.  This  applies  to  sched- 
ules in  both  U.S.  and  International  Editions. 

For  example: 

°An  advertiser  who  increases  its  1988  four-time  schedule 
bv  two  insertions  to  six  in  1989  will  receive  two  additional 
matching  insertions  free.  A  total  of  eight  insertions  at  the 
cost  of  only  six. 

"An  advertiser  who  ran  only  once  in  1988  can  triple  that 
investment  by  adding  only  one  more  page  and  getting  the 
third  free. 

When  you  are  planning  your  advertising  portfolio  for  1989, 
be  sure  to  consider  Institutional  Investor  for  the  best  >ield  on 
your  advertising  dollars  and  for  its  delivery  of  a  very  select 
audience  of  decision  makers  at  the  very  highest  level  in  the 
financial  and  investment  community. 

For  complete  details,  call  Jav  Berfas,  Director  of 
Advertising,  in  New  York  at  (212)  30.3-3.305. 
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pends  on  local  legislation.  Los  Ang( 
les,  for  example,  passed  a  law  in  Ai 
gust  requiring  fire  protection  equi] 
ment  in  offices  after  a  high-rise  fire 
an  unprotected  building.  But  thes] 
new  local  markets  don't  play  to  Grir| 
nell's  strength  as  a  national  company 
Same  problem  in  the  hotel  business- 
though  the  majority  of  local  hotel 
haven't  started,  many  national  chaim 
have  finished  retrofitting. 

Tyco's  other  shining  business.  Si: 
plex,  is  looking  at  the  same  kind 
potential  problem.  Thanks  to  12*5' 
growth  in  international  telephon 
traffic,  AT&.T  is  adding  two  trans 
oceanic  fiber-optic  cables  this  yeai 
and  two  more  by  1991.  That  mean 
$180  million  in  backlog  for  Simple> 
By  1991  capacity  will  have  increase 
nearly  tenfold.  And  then?  Unless  in 
temational  traffic  of  voice,  data  an 

Disciplined,  too,  W€is  Fort's 
approach  to  profits:  Out 
went  subsidiaries  selling 
everything  from  latex  to 
lawnjumiture  because 
they  weren't  profitable 
enough.  Out,  too,  went  the 
corporate  Jets  and  company* 
owned  apartments. 

pictures  keeps  growing  rapidly,  Sim 
plex  could  be  slowed  consideralsly. 

How,  then,  to  keep  up  the  growth 
That's  easy:  acquisitions.  No  soone 
had  Fort  bought  Mueller  than  he  be 
gan  scouting  out  other  buys — the  U.S 
Pipe  division  of  Jim  Walter  and  Rock 
well's  metermaking  business,  eacl 
with  sales  of  $350  million  or  so. 

What's  not  so  easy  is  to  make  goo( 
acquisitions  without  diluting  eam 
ings  per  share.  That's  where  Fort' 
tight  discipline  comes  in.  Says  he 
"We  wouldn't  buy  anything  tha 
doesn't  give  us  synergy  and  boos 
earnings  per  share."  Take  Mueller:  B' 
cutting  staff  and  refinancing  its  debt 
Tyco  has  quickly  turned  a  profit  in  ; 
business  that  was  just  breaking 'even 
The  acquisition  will  this  year  add  ;_ 
net  10  cents  to  per-share  earnings. 

This  fast  growth  through  acquis! 
tion  has  taken  a  toll  on  Tyco's  balance 
sheet:  Debt  after  the  Mueller  acquisi 
tion  IS  estimated  at  $518  million,  IV: 
times  stockholders'  equity,  according 
to  Merrill  Lynch 's  Carol  Neves.  Bu 
that's  a  problem  only  if  the  cash  flow 
isn't  there  to  service  the  debt.  In  Ty- 
co's case  it  is:  This  year  cash  flow 
should  be  1  Vi  times  interest  expense. 

"There's  nothing  very  complea 
about  the  way  we  operate,"  says  Fort 
But  then,  excellence  rarely  is  com 
plex — just  difficult  to  achieve.  I 
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MasterCard  BusinessCard  presents 

Vlurder  on  the  American  Egress 

The  MasterCard  BusinessCard'"'  is  the  best  company  T&E  card  system. 

Here's  the  evidence: 

uiagement  Control:  Both  the  MasterCard  BusinessCard  and  American  Express  Corporate  Card  provide  MIS  Reports. 
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3ceptance:  MasterCard*  is  accepted  at  over  6  million  locations  worldwide— 3  times  more  than  American  Express. 
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ish  Access:  MasterCard  offers  cash  advances  and  emergency  cash  at  5  times  more  locations  than  American  Express. 
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ir  Rental  Insurance:  Only  MasterCard  lets  your  employees  decline  car  rental  insurance  and  save  your  company  $10-$15  a  day. 
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Now  that  you  have  all  the  clues,  it's  no  mystery  why  the  MasterCard  BusinessCard 
is  the  best  card  of  its  kind.  For  more  information  call  1-800-727-8825. 

Choose  The  BusinessCard  That  Makes  A  Difference' 


988  MasterCard  Inlernalional  Inc. 
erican  Express  is  a  registered 
demark  of  American  Express  Co. 
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king  care  of  business,  too. 


)le  who  work  with  powerful  386 

(Mial  computers  used  to  be  called 

et  scientists.  Now  they're  also 

id  accountants,  engineers,  man- 

s  and  CEO's.  Thanks  to  the  new 

4PAQDESKPRO386/20e. 
It  delivers  386  power  to  people 

se  demanding  needs  have  out- 

m  their  286  PC's.  Plus,  it 

IS  this  power  into  a  design 

fits  on  your  credenza. 
Start   with   speed 

rythmg  in  the  COMPAQ 

•KPRO  386/20e  is  opti- 

id  to  go  faster.  So  you 
can  work  faster. 

Its  20-MHz  Intel  386™ 
microprocessor  with  cache  mem- 
ory is  surrounded  by  the  exclusive 
COMPAQ  Flexible  Advanced  Sys- 
tems (Flex)  Architecture.  This 

I  i-speed  combination  runs  the  world's  largest  U- 
r  y  of  software  25%  faster  than  the  IBM  PS/2 
[del  70-121  and  other  non- 

le  20-MHz  386-based 
5.^  And  50%  faster 
1  the  IBM  PS/2  Model 
1161  and  other  non-cache 
MHz  386-based  PC's. 

II  Its  32-bit  design  also  takes 
software  and  multitasking  operating  systems 

WQT  is  a  trademark  of  Compaq  Computer  Corporation.  Intel*  Intel  386  and  Intel  387  are  trademarks  of  Intel  Corporation  Microsoft*  MS'  and  XENIX*  are  trademarks  of  Miaosoft  Corporatkra.  MS"  Windows/386 
*OSB  «re  products  of  Microsoft  Corporation,  Product  names  mentioned  herein  may  be  trademarks  and/or  registered  trademarks  of  their  respective  companies.  "Registered  U.S.  Patent  and  TVademark  Office.  &1^8 

Compaq  Computer  Corporation.  All  rights  reserved 


you're  in 
th  a  20-MHz 
t  croprcxessor. 


such  as  Microsoft'  Windows/386, 
MS^  OS/2,  XENIX'  and  UNIX  to  their 
maximum  potential. 

A  long  Ust  of  high-performance 
features  is  built  in.  One  megabyte  of 
memory.  VGA  graphics.  Standard  in- 
terfaces. And  support  for  5V4"  and 
3  V2"  diskette  drives. 

Of  course  you  have  growth 
potential.  Five  expansion  slots 
are  available:  four  for  a  network 
card,  modem  or  other  de- 
vices, and  one  high-speed 
32-bit  slot  to  expand  mem- 

Introducing  the  COMPAQ  DESKPRO386/20e.  20-MHz  386  performance      ^Pl  ^^  mCrCmCntS  Up  tO  16 
designed  to  /if  the  increasingly  sophisticated  needs  of  286  users.  meSabvlCS . 

Need  options?  Add  two  high-performance 
fixed  disk  drives,  with  110  or  40  megabytes  of  stor- 
age; 135-  or  40-megabyte  tape  backups;  and  high- 
speed Intel  387™  or  Weitek  3167  coprocessors  for 
floating-point  applications. 

All  of  this  perform 
ance  is  integrated  into  a 
sleek  design  that 
makes  the  COMPAQ 
DESKPRO  386/20e 
the  ultimate  space  vehicle 

For  a  free  brochure  and  the  location  of  your 
nearest  Authorized  COMPAQ  Computer  Dealer, 
call  1-800-231-0900,  Operator  75.  In  Canada, 
1-800-263-5868,  Operator  75. 
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Standard 
interfaces  are  on  board. 


Choose  S'k"  and  S'k" 
diskette  drives. 
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Numbers  Game 


Investor  accounting  rules  say  muni  bond 
insurers  needn't  set  aside  reserves  against 
potential  defaults.  The  question  is . . . 


Why  not? 


By  Penelope  Wang 


Tl  HE  MUNICIPAL  BOND  Under- 
writing business  has  been  in 
the  doldrums  until  recently,  but 
the  business  of  insuring  those  bonds 
is  booming.  In  1980  only  2.5%  of  the 
$42  billion  in  new  munis  brought  to 
market  were  insured.  The  volume  of 
new  issues  this  year  is  running  at 
more  than  double  the  1980  level,  and 
fully  23%  of  the  indentures  arc  com- 
ing to  market  with  an  insurer's  "guar- 
antee" of  timely  payment  of  principle 
and  interest. 

Arc  those  guarantees  really  worth 
much?  No  one  can  say  for  sure,  since 
there's  not  much  experience  to  go  by. 
So  far,  of  the  top  insurers,  only  Am- 
bac,  the  second  largest,  has  suffered 
significant  losses,  about  $50 
million. 

But  the  accounting  prac- 
tices of  the  bond  insurers 
are  coming  under  scrutiny. 
The  total  capital  and  sur- 
plus of  the  top  four  mum 
bond  insurers  is  about  $1.7 
billion.  Is  that  adequate  for 
even  a  modest  portion  of  the 
roughly  $230  billion  in  un- 
derwriting commitments 
already  on  their  books?  Says 
Bruce  Bunncr,  a  partner  at 
the  accounting  firm  of  Peat 
Marwick  Main  &  Co.,  "The 
current  latitude  in  account- 
ing practice  does  not  really 
address  the  risks  in  the  un- 
derwriting process." 

The  problem  lies  in  the 
relative  newness  of  the  in- 
dustry, which  took  off  in 
the  1980s  and  has  not  yet 
fully  developed  accounting 
rules  of  its  own.  Because  the 


brand  of  insurance  offered  is  most 
akin  to  indemnification,  muni  bond 
insurers  have  used  accounting  rules 
for  property-casualty  companies  that 
say  such  firms  need  not  accrue  re- 
serves for  losses  until  losses  actually 
occur.  Why  not?  Since  property-casu- 
alty policies  are  generally  short-term 
contracts  renewed  annually,  the  un- 
derlying risk  is  also  of  short  duration. 
Thus,  the  theory  goes,  property-casu- 
alty insurers  arc  able  to  cover  under- 
writing losses  out  of  that  year's  pre- 
mium income. 

That  doesn't  make  much  sense  for 
mum  bond  insurers,  though,  since  the 
bonds  they  insure  are  typically  long- 
term,  maturing  in  20  or  30  years. 
Thus,  shouldn't  mum  bond  insurers 
follow  the  rules  that  apply  to  issuers 
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of  longer-term  coverage  like  life 
disability  insurance?  In  those  cas 
insurers  annually  set  aside  an  actui 
ally  determined  portion  of  premii 
income  for  the  payment  of  potent 
future  claims. 

It's  a  sensible  approach,  but  mi 
bond  insurers  aren't  likely  to  go  for 
The  more  money  that  goes  into  a 
serve  fund,  the  less  money  reaches  t] 
bottom  line.  No  surprise,  then,  tl! 
many  in  the  industry  think  the  ru 
are  fine  just  as  they  are.  Argues  / 
thur  Warren,  chief  financial  officer 
MBIA  Inc.  (1987  assets,  $1.2  billio 
the  industry  leader:  "How  can  y 
figure  out  reserves  for  losses  wh 
you  just  haven't  had  any?"  Wha 
more,  in  their  statutory  filings  wi 
state  regulators,  companies  automa 
cally  set  aside  a  portion  (as  high 
50%  in  some  states)  of  all  premiu 
income  in  so-called  contingency  i 
serve  funds  for  unanticipated  pro 
lems  of  all  sorts. 

Not    good    enough,    says    Vince: 
Laurenzano,    assistant   chief   in   tl 
New  York  State  Insurance  Depai 
ment,  who  says,   "We're  concenw 
that    competition    among    insure 
could  erode  premiums,  automatical 
reducing    the    size    of    the    reser 
funds."  Laurenzano's  department  ! 
pushing  proposed  legislation  requii 
ing    companies    to    accrue    reservi' 
based  on  their  actual  exposure,  tu 
the  amount  of  their  premium  incom 
If  the  New  York  legislation  passe 
other  states  are  likely  to  follow. 

In  belittling  the  whole  question,  ii 
surers  like  to  point  out  that  they  ai 
far  more  strongly  capitalized  tha 
they  were  in  the  1930s,  say,  when  tb 
mum  bond  market  endure 
a  16%  default  rate.  T 
which  Howard  Sitzer,  hea 
of  muni  bond  research 
Thomson  McKirmon  Sect 
rities,  responds,  "That  wa 
the  1930s.  Things  could  b 
different  the  next  time." 

Some  insurers  have  belai 
edly  begun  to  recognize 
much.  Says  Christopher  Ji 
cobs,  chief  financial  offio 
at  FGIC  (assets,  $858  mi 
lion),  the  industry's  thin 
largest  municipal  bond 
surer,   "We  agree  that  it' 
prudent  to  establish  loss  re 
serves."  An  industry  com 
mittee   has   begun   discus 
sions  on  these  accountinj 
issues,       but       significan 
changes  are  probably  year: 
away.  In  the  meantime,  ia 
vestors  can  only  hope  thai 
some  bond  insurance  is  betj 
:^.^^x^>x»     ter  than  no  insurance.  I 


C^u^   K  sUknij 
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^     f4        '^  What  a  market  should  be. 

1^^  Whe  performance  of  a  luxury  car  should  be  stimulating.  It  should  be 
to  average  transportation  what  a  bull  market  is  to  an  average  day  of 
trading.  Such  a  performance  awaits  in  the  Lincoln  Mark  Vn  LSC  The 
acceleration  of  its  225 -horsepower  V-8  is  invigorating,  the  handling 
of  its  air  suspension  taut  and  responsive  And  with  standard  anti-lock 
brakes,  LSC  is  no  less  responsive  when  it  comes  to  stopping.  To  learn 
more,  call  1  800  822-9292.  Or  visit  a  Lincoln  dealer,  where  one  test 
drive  will  dearly  demonstrate  why  many  other  luxury  cars  are  just 
average  transportation  And  why  the  Lincoln  Mark  VLT  LSC  is  exacdy 
what  a  luxury  car  should  be 

Lincoln.  What  a  luxury  car  should  be. 


J-MEHCUHY CMVBiON  C^w^  Buckle  up-togethernecans3velives. 


All  it  takes  is  about  two  tons  of  bauxite , 
the  raw  stuff  of  aluminum, 
to  create  airplanes  like  the  Embraer  Brasilia. 
Two  tons  of  bauxite  and  some  very 
special  Brazilians. 

The  Brasilia  is  a  plane  so  advanced, 
so  comfortable,  so  painstakingly  crafted,  airline 


companies  around  the  world  can't  wait  to 
their  hands  on  it 

Airline  companies  that  include  Contin 
Express,  right  here  in  the  U.S.  .  i 

Is  it  hard  to  believe  a  so-called  "develol 
nation  could  make  such  a  sophisticated 
airplane?  You  don't  know  Brazilians  very  ^ 


^CFNCIES:  Amttcrdam  -  HolUnd;  Asuncion  -  Paraguay:  Barcelona  -  Spaing  BniMcIs  •  Belgium;  Buenos  Aires  •  Argentina;  Hamburg  •  Germany;  La  Paz  •  Bolivia;  Lisbon  •  Portugal;  London  •  England:  Lo<Ar 
S  A  .  Madnd  -  Spain,  Miami  ■  V  SA.;  Milan     Ii*l>';  Montevideo  ■  Uniguay.  New  York  •  USA.;  Panama  Gty  -  Panama;  Paris  -  France;  Oporto  •  Portugal;  President  Stroeswer  -  Paraguay;  Rome  -  Itilv 
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::  are  people  whose  passion  for  quality 

1  that  of  any  country  in  the  world. 

.  id  nobody  understands  this  passion, 

I:  business  opportunities  you  can  enjoy  in 

2 ,  like  Banco  do  Brasil. 

<  ontact  our  representative  for  more 

•  nation. 


True,  mciny  experts  have  called  the 
industrial  development  of  Brazil  "a  miracle". 
But  we,  and  the  people  of  Embraer,  know  better. 

No  miracles  here.  Only  hard  woik. 


^  BANCO  DO  BRASIL 


S  A.,  Santa  Cruz  dc  la  SienC-  Bolivia;  Santiago  -  Chile;  Singapore  -  Singapore;  Tokyo  -  Japan;  Vienna  -  Austxia.  OFFICES:  Abidjan  -  Ivory  Coast;  Beijing  -  People's  Republic  of  China;  Bogota  -  Colombia; 
nczuela;  Chicago  -  U.S.A.;  Hong  Kong  -  Hong  Kong;  Lima  -  Peru;  Manama  -  Bahrain;  Mexico  City  -  Mexico;  Quito  -  Ecuador;  Toronto  ■  Canada;  Washington  ■  U,S-A-;  Zurich  -  Switzerland. 


As  I  See  It 


By  Robert  T.  Grieves 


Poor  countries  can't  afford  to  worry  too 
much  about  the  environment.  The  World 
Bank  says  it  is  seeking  to  impose  environ- 
mental standards  on  them,  at  least  so  far 
as  its  own  financing  is  concerned. 

Poverty 
as  pollution 


Barlxn  Conah/c.  president  of  the  World  Hank 
"The  buiUc  ia  committed  to  growth." 


Shepard  Sherbcll/Plounc  Group 


WHEREVER  YOU  LOOK  in  tl] 
Third  World  today,  the  san 
grim  Dickensian  horror  pr 
sents  itself:  soot-blackened  skies,  d 
nuded  landscapes,  mud-colored  ai 
undrinkable  lakes,  rivers  and  stream 
air  close  to  unbreathable.  It's  the  pri( 
the  poorer  countries  are  paying  f 
fast  industrialization.  Visitors  to  CI 
na,  for  example,  report  traveling  tho 
sands  of  miles  in  that  country  ai 
rarely  seeing  the  sun  through  t! 
smoke  and  smog.  Brazil,  India,  Chii 
and  Mexico  are  struggling  to  jum 
start  their  economies  by  industriali 
ing  at  the  fastest  rates  in  mankinc 
history.  But  the  price  is  enviroimie 
tal  despoliation  of  staggering  propc 
tions.  Items: 

•  In  Brazil's  once  lush  Rondonia  Te 
ritory,  35%  of  the  forest  has  been  i 
duced  to  ashes  and  degraded  sini 
1980  to  make  way  for  farmers. 

•  Deforestation  in  northern  India  aii 
Nepal,  as  well  as  the  construction 
dams  in  India,  contributed  directly 
the  recent  floods  in  Bangladesh  th 
drowned  thousands  and  left  8  millic 
homeless. 

•  In  China,  tons  of  arsenic,  lead,  m( 
cury  and  other  chemical  wastes  a 
dumped  into  the  mighty  Yangtze  Ri 
er  each  day. 

•  In  Mexico  City,  winter-long  smi 
sends  thousands  to  city  hospitals  eai 
year  with  severe  conjunctivitis  ai 
respiratory  problems. 

What's  to  be  done  about  all  this 
tell  the  developing  nations  to  sti 
developing?  How,  then,  are  they 
feed  their  populations,  growing  at  tl 
rate  of  over  80  million  a  year?  Th 
year  the  World  Bank  has  alreai 
poured  $19.3  billion  into  217  new  c 
velopment  projects  around  the  glol, 
many  of  them  extremely  damaging 
the  environment.  Barber  Conable,  6 
a  Reagan  nominee  and  former  te 
term  congressman  from  upstate  Ne 
York,  now  heads  the  bank;  Forb 
asked  him  how  he  proposed  to  reco 
cile  the  need  for  development  wi 
the  dangers  that  development  pes 
for  the  environment. 
Cotmhle:  Poverty  itself  is  arguably  o 
of  the  most  toxic  forces  in  the  en^ 
ronment.  If  you  have  no  energy  ava 
able,  for  example,  you're  very  likely 
rely  on  wood  for  fuel,  so  you  cut  dov 
trees.  An  important  part  of  improvi: 
the  environment  is  the  reduction 
poverty. 

The  World  Bank  is  committed 
growth.  The  major  difference  now. 
that  we're  putting  much  greater  ei 
phasis  on  the  environmental  concer 
in  our  lending. 
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t's  clear  we've  made  some  mis- 
ties  in  the  past,  but  the  important 
t  ng  is  we've  learned  from  them.  Ini- 
t  lly  there  was  plenty  of  resistance  to 
i  luding  envirormiental  impact  judg- 
r  nts  in  our  loan  decisions,  but  not 
g  /more.  The  member  countries  that 
5  )ply  our  capital  have  seen  to  that. 
I  w  borrowing  countries  realize  it  is 
£  0  in  their  interest  to  accept  our 
)  gments. 

\  o  ^ecifically  pushed  for  this  World 
L  -ik  Environment  Department? 
I  id.  We  have  had  environmentalists 
1  e  for  a  long  time,  but  my  predeces- 
5  ,  A.W.  (Tom)  Clausen,  never  for- 
1  lly  pulled  them  together  as  an  or- 
{ lized  unit.  Also,  we've  increased 
t  •  number  of  top,  policy-level  envi- 
I  imentalists  from  15  to  65,  with 
siilar  size  increases  at  the  regional 
c  orations  level  and  in  the  field. 

\  at  do  all  those  people  do? 
'  ey're  overseeing  programs  that, 
i  ong  other  things,  will  double  our 
s  nding  on  reforestation  between 
r  w  and  the  early  1990s.  We're  also 
e  ablishing  environmental  balance 
5  ;ets  in  African  countries  that  have 
I  /er  even  thought  about  their  envi- 
I  imental  problems  before.  In  coun- 
tes  that  lack  the  expertise  to  study 
i  d  evaluate  their  own  environmen- 
t  problems,  we're  providing  training 
£  i  knowhow. 

\  'uldyou  withdraw  funds  from  a  prof - 
I  ilxit  you  found  to  be  environmentally 
I  \ound? 

(  course,  and  we've  already  done,  so 
(  occasion. 

/  you  have  a  policy  of  not  lending  to 
i  eloping  countries  that  have  not  yet 
('  ihlis/}ed  environmental  standards? 
I ),  because  if  they're  not  willing  to 
i.  :ept  the  responsibility  themselves, 
1  can  always  decide  what  conditions 
^  want  to  impose  on  our  loans,  on  a 
c  ,eby-case  basis.  If  they  don't  like 
t ;  conditions,  we  can  decide  not  to 

I  ike  the  loan. 

/  /  too  late  to  check  the  damage  to  the 
t  ironment? 

I I  optimistic  because  of  changing 
i  nudes  worldwide.  The  Third 
^  jrld  used  to  believe  that  the  envi- 
iiment  was  a  rich  man's  hobby — 
t  It  they  could  not  afford  anything 
1 1  the  short-term  investments  that 
'  'uld  immediately  put  food  in  peo- 
1  s  mouths.  Now  the  developing  na- 
tns  are  begiiming  to  realize  that  if 
t  :y  insist  on  living  in  the  short  term, 
tl^y  are  not  going  to  survive  in  the 
fig  term.  ■ 


World  Bankfunded  highway  in  Rondonia,  Brazil 
Soot-blackened  skies,  denvLded forests. 


Stephen  Fcm-zJ  B  Piaures 


They  laughed  when  Dick  Scudder  sought  a 
way  to  recycle  old  newsprint.  Now  a  lot  of 
people  would  love  to  get  their  hands  on . . . 


Scudder's  folly 


By  James  Cook 


RICHMOND,  Va.'s  Media  Gener- 
al, Inc.  owns  such  properties  as 
the  Richmond  Times-Dispatch, 
the  Tampa  Tribune  and  the  Winston- 
Salem  Journal,  but  it  got  a  bit  more 
than  half  its  $44  million  first-half  pre- 
tax profit  from  a  little-known  news- 
print recycling  business  that  accounts 
for  less  than  a  third  of  its  total  reve- 
nues. Media  General's  crown  jewel  is 
called  Garden  State  Paper  Co. 

Perhaps  as  much  as  anything.  Me- 
dia General's  possession  of  this  highly 
salable  jewel  explains  why  the  com- 
pany was  the  object  of  a  determined 
raid  last  spring  by  Hollywood  dealster 
Burt  Sugarman.  Media  General's  en- 
trenched, family-dominated  manage- 


ment skillfully  beat  him  off. 

Garden  State  Paper  started  out  after 
World  War  II  as  a  whim  of  the  Newark 
Evening  News'  then  publisher  and  pro- 
prietor Richard  B.  Scudder.  It  both- 
ered Scudder  that  all  that  expensive 
paper  he  had  to  buy  ended  up  as  trash. 
In  the  early  Fifties  he  set  to  work 
trying  to  find  a  way  to  use  the  old 
newspapers  again.  The  rest  of  the  in- 
dustry looked  on  the  scheme  as 
"Scudder's  folly,"  but  like  some  other 
notable  follies — Fulton's  steamboat 
and  Seward's  purchase  of  Alaska — it 
eventually  paid  off  spectacularly. 
Scudder  wound  up  with  a  ground- 
breaking process  for  getting  the  ink 
out  of  used  newspapers  and  putting 
the  fibers  back  together  as  newsprint. 

Garden    State    produced    its    first 
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John  Troha/Black  Star 


President  Basil  Snider  at  Garden  State  Paper's  Richmond  headquarters 
Makixig  a  reused  product  as  good  €is  new. 


James  A.  Sn'gar 


Pidlpers  at  GSP  recyding  p/wil 
De'itUced  iposte.  reconmtitutedfib^r. 


commercial  newsprint  in  1961  at  a 
new  mill  in  Garfield,  N.J.,  and  the 
process  proved  so  successful  that  the 
company  built  a  second  mill  in  Pomo- 
na, Calif,  in  1967;  a  third,  which  was 
sold  last  year,  near  Chicago  in  1968;  a 
fourth  in  San  Luis  Potosi  (in  partner- 
ship with  the  Mexican  government) 
in  1975;  and  a  fifth  (with  Knight-Rid- 
der  and  Cox  Enterprises)  in  Dublin, 
Ga.  in  1979. 

The  process  made  Garden  State  the 
industry's  low-cost  producer  and  en- 
abled it  to  become  one  of  the  indus- 
try's major  players.  These  days  Gar- 
den State  and  its  affiliates  boast  well 
over  10%  of  the  U.S.'  newsprint  ca- 
pacity, recycle  a  million  tons  of  waste 
newspapers  a  year  and  generate  up- 
wards of  $200  million  in  sales. 

To  the  untutored  eye.  Garden 
State's  recycled  newsprint  is  virtually 
indistinguishable  from  the  conven- 
tional product,  and  competes  in  the 
marketplace  on  equal  terms  with  it. 
True,  Scudder  started  out  selling  the 
stuff  at  a  $10-a-ton  discount  to  get  it 
into  the  market.  "Try  it,  you'll  like  it, 
he  said,  and  they  did,"  says  Garden 
State  President  Basil  Snider.  "But  the 
$10  discount  has  stuck  with  us."  Of 
course,  that's  less  than  2%  on  the 
going  price  of  $580  a  ton. 

Recycled  newsprint  is  cheaper  to 
deliver  than  the  new  product,  but  not 
because  of  any  material  cost  advan- 
tage. "Even  though  we  get  the  raw 


material  at  $20  a  ton  and  sell  it 
$580,  we  don't  have  any  great  ci 
advantage,"  Snider  says.  The  recyc 
must  collect  the  waste  paper,  sort 
de-ink  it  chemically,  and  restore  t 
lost  moisture  so  that  the  finisl 
product  will  behave  as  well  as  t 
virgin  material  on  the  industry's  hij 
speed  printing  machines. 

Where  the  recycled  product  has 
economic  advantage  is  in  capital  ci 
and  proximity  to  market.  With  rei 
cling  you  don't  have  to  make  the  hi 
investment  in  what  Snider  calls  t 
back  end  of  the  process — wood  gai 
ering  and  the  debarking  and  pulpi 
equipment  that  represent  maybe  6C 
of  the  cost  of  a  conventional  mill, 
cost  out  the  saving  on  a  fully  integr 
ed  mill,  and  you  begin  to  see  w 
Garden  State  is  considered  the  lo 
est-cost  producer  in  the  business  a 
conceivably  the  most  profitable.  H( 
profitable?  The  $340  million  expj 
sion  under  way  at  the  Dublin  mill 
expected  to  yield  a  comfortable  2C 
return  after  taxes. 

And  since  Garden  State's  mills  do 
create  the  environmental  problei 
conventional  mills  do,  Snider  has  be 
able  to  locate  them  near  large  urb 
markets  that  provide  most  of  his  nev 
paper  customers  and  most  of  his  was 
paper  as  well.  This  means  that,  sin 
newsprint  is  priced  on  a  delivered-cc 
basis.  Garden  State  can  offer  a  custoi 
er  considerable  freight  and  transpori' 
tion  cost  savings,  especially  over  t' 
Canadian  producers  that  are  its  priii' 
pal  competitors.  Prudential-Bache  a 
alyst  Vance  C.  Brown  figures  the  savi; 
is  $34  to  $40  a  ton. 

Only  about  41,000  tons  of  Card 
State's  415,000-ton  annual  outpi 
normally  goes  to  its  parent's  newsp' 
pers.  The  rest  goes  into  the  open  mi 
ket  to  hundreds  of  customers,  lar; 
and  small,  around  the  country.  At  t 
moment,  of  course,  the  newspri 
business  is  booming.  Prices  began 
move  up  two  years  ago,  and  they' 
likely  to  stay  up  through  most 
1989.  But  there  are  at  least  five  ne 
newsprint  machines  under  constru 
tion,  including  one  at  Media  Gem 
al's  Georgia  plant,  and  the  first  w 
come  on  stream  in  mid-1989. 

"This  is  the  top  of  the  cyclej 
Snider  says.  "There's  over  2  milli(' 
tons  of  capacity  coming  in  worldwic 
and  it's  going  to  have  a  very  coolii 
effect  on  people  trying  to  make  a  re 
sonable  return."  That's  when  pric 
start  getting  shaved,  and  it's  wht 
Garden  State's  considerable  cost  a' 
vantage  will  come  in  handy.  Bat 
Snider  turns  wistful:  "I'd  like  to  sh 
newsprint  to  Japan.  I  could  beat  thei 
But  you  can't  get  in  there."  ■ 
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rOU  DON'T  MAKE  THE  FORTUNE  500 
BY  MAKING  BAD  MOVES. 


AMP  IfHof  pcffftfd 
Abbott  Lobof  at«fi« 
Air  PrixltKli  ond  dwmiols,  bit. 
Alb«rto-Culv<'  Company 
Amefiion  (yononid  (Mipany 
AraHkon  Homo  Prodncti  Corp. 
Avon  Frodvcts,  Ik. 
CR.  lord,  ln<. 
Baiter  hmrBatlwd,  tiu. 
tottoa  DIdiiRSoaaiid  Compony 
MltHaw<«Co. 
Bordoo, tat. 
Brittel-My«n  Conwony 
CPCIntoflMHonol  Inc. 
CompboVSoupCo. 
Control  Soya  Compoay,  Inc. 
Chctobrough-Pond's  Nic. 
Th«  Cloroi  Compony 
The  Cofo-Colo  Compony 
Colsott-Polmolive  Comppay 
ConAgro,  Im.  I -^ 

Crown  Cork  i  Sool  Co.,  Inc 
Digital  Equiprnont  Corp 
Di  ■ 


y'ttRnlnt 
A- — >((olob,  ln( 


f  Fi 


Fact:  Nearly  one^^i^f  five  companies  in  the  Fortune  500  is  doing  business 
in  Puerto  RicC^rprising?  Not  to  tiiose  driven  by  a  liealthy  bottom  line. 
Because  fo^  ipany  compelling  reasons,  Puerto  Rico  is  a  thriving  profit 
center  for  a  diverse  range  of  businesses. 

Take  our  work  force.  Well-educated,  highly  skilled  bilingual 
U.S.  citizens  whose  output  per  dollar  of  production  wages  is  double 
that  of  the  U.S.  mainland.  And  whose  managerial  abilities  are 
reflected  by  the  fact  that  98%  of  all  plant  managers  in  Puerto 
Rico  are  Puerto  Ricans.  Consider  the  100%  U.S.  federal  tax 
credit.  As  well  as  the  90%  Puerto  Rico  tax  exemption.  Our 
communications  systems  are  state-of-the-art.  And  our 
highly  developed  shipping  and  air  cargo  networks 
provide  easy  access  to  U.S.  and  overseas  markets. 
For  a  plant  location  that  can  make  you  a 
fortune,  make  the  right  move.  To  Puerto  Rico. 


I- 


Dixie  Yoms,  Int. 
Du  Pont  JLt4&«  Nemours  &  Co.  Inc 


Tools 


Emerson  Electric  Co. 
igie  Internotionol  Inc. 
ord  Motor  Co. 
H.B.  Fuller  Co. 
Generol  Ele<1ri(  Company 
General  Instrument  Corp. 
General  Signal  Corporation 
Gillette  Co. 
Gould  Inc. 
W.R.  Grace  &  Co. 
Horvey  Hubbell,  Inc 


H.J.  Heinz  Co. 
Hewlett-Packard 
ITT  Corp. 
Insiico  Corporation 
Intel  Corp. 
Johnson  &  Johnson 
Kimberly-Clark  Corp. 
Eli  Lilly  and  Company 


M/A-COM 
Medtronic,  Inc. 
Merck  &  Co.,  Inc. 
MilliporeCorp. 
Motorola,  Inc. 
National  Service  Industries,  Inc. 
North  Americon  Philips  Corporation 
Ohio  Mattress  Company 
Owens-Illinois,  (m. 
Parker-Honnifin  Corporation 
Pejtsico,  Inc. 

erkin-Elmer  Corp. 
Pfiier  Inc. 
hilliDS  6 

Phillips- Van  Heusen  Corp. 
The  Pillsbury  Compony 
Pittwoy  Corp. 
Prime  Computer,  Inc. 
Procter  &  Gamble  Company 


RJRNobisco,  Inc. 
aychem  Corp. 
Reynolds  metals  Co. 
A.H.  Robins  Company,  Inc. 
Rorer  Group,  Inc. 

Lee  Corporation 
Scherinq-PloughCorp. 
SmithKllne  Mckman  Corporation 


Sonoco  Products  Company 
Squibb  Corp. 
Sterling  Drug  Inc. 


Storage  Technology  Corporation 
Sun  Company,  Inc. 
Teledyne,  Inc. 
Union  Carbide  Corp. 
The  Upjohn  Company 
Wong  Laboratories,  Inc. 
Wornaco  Grouo 
Warner-Lamoert  Company 
Western  Digital  Corporation 
Westinghouse  Electric  Corp 
White  Consolidated  Industries, 
Worthington  Industriesilnc. 


c<-', 


L 


Please  send  me  specific  information 

on  the  advantages  of  Puerto  Rico. 

Mail  to:  Commonwealth  Of  Puerto  Rico 

Economic  Development  Administration 

1290  Avenue  of  the  Americas 

New  York.  NY  10104-0092 

Or  call;  (212)  245-1200,  ext.  437 


Name 

Company 
Address  _ 
City 


PUEMORKO 

Profits  are  our  biggest  export. 

Title 


State 


Telephone  ( 


Product 


Zip . 


rann^  ')~)'XS\tSX>     ^  Current  expansion  project     U  Future  expansion  planning  Fl  1 1 4 
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How  bananas  beat  the  heat. 

Minutes  from  the  tree, 
a  cooling  plunge  eases 
their  temperature  down 
to  precisely  13.8°C. 
Now  they're  set  to  trek 
from  the  plantations 
of  Costa  Rica  to  your 
corner  store. 
But  if  the  mercury  slides 
a  single  degree  in  transit, 
you're  looking  at  imported 
brown  mush. 
That's  why,  Hke  so  much 
of  the  world's  produce, 
they  travel  in  refrigerated 
containers  bearing  an 
all-important  name: 
Carrier  Transicold. 

The  companies  of  United 
Technologies  are  working 
together  to  make  life  more 
comfortable.  From  Otis 
elevators  to  UT  Automotive 
components,  from  Carrier 
air  conditioning  to  Hamilton 
Standard  cHmate  controls 
for  the  Space  Station. 


UNITED 
TECHNOLOGIES 


However  cold  to  stocks  they  may  be  in  the 
rest  of  the  country,  folks  in  Montana  are 
still  buying  them.  Why  Montana? 

D.A.  Davidson: 

just  plain  folks 


By  Richard  L.  Stem 


JIM  SwiGERT,  a  retired  contrac- 
tor, and  his  wife,  Margaret, 
could  as  easily  have  mailed 
their  $5,000  check  for  muni  bonds  to 
Ron  Hopkins,  their  broker  at  D.A. 
Davidson  &  Co.  But  instead  they 
drove  16  miles  to  the  Davidson  office 
in  Kalispell,  in  the  spectacularly 
beautiful  northwest  region  of  Mon- 
tana just  below  Glacier  National 
Park.  Why?  It's  that  kind  of  relation- 


ship: person-to-person. 

At  headquarters  the  next  day,  140 
miles  as  the  crow  flies  from  Kalispell 
on  the  eastern  side  of  the  continental 
divide  in  Great  Falls,  Ian  Davidson 
gets  a  call  from  a  casual  acquaintance. 
The  man  has  a  $100,000  CD  coming 
due  and  he's  confused.  A  persistent 
Shearson  Lehman  Hutton  broker  has 
been  trying  to  get  him  to  put  the  mon- 
ey into  one  of  its  new  managed  advi- 
sory services  with  a  3%-a-year  com- 
mission (Forbes,  Oct.  M].  The  man 


needs  advice,  so  he  goes  to  someoj 
he  thinks  he  can  trust. 

"I'll  put  you  in  touch  with  one 
our  more  conservative  salesmerj 
says  Davidson.  "Since  you're  in  tl 
41  %  tax  bracket,  you  should  be  thini 
ing  municipal  bonds.  For  appreci 
tion,  maybe  stock  like  General  El(| 
trie  or  Montana  Dakota  Utilities  wi| 
a  7.4%  yield." 

Davidson  is  the  principal  owner  I 
stock  brokerage  firm  D.A.  DavidsJ 
&.  Co.;  Ron  Hopkins  is  one  of  his  a| 
salesmen.  Yes,  folks,  the  individv 
investor  is  alive  and  well  in  Montarl 
He  is  even  buying  stocks.  If  you  lij 
anywhere  but  in  Montana,  there's  I 
reason  you  should  have  heard  of  El 
vidson.  It  ranks  only  145th  in  capitj 
among  U.S.  brokers.  It  has  just  $1 
million  in  capital,  185  employees  |i| 
eluding  80  salesmen),  eight  offices  f 
Montana,  two  in  Idaho. 

Ian  Davidson  owns  22%  of  the  finl 
employees  own  the  rest.  It  was  starti 
53  years  ago  by  Davidson's  father.  Isl 
lated  though  it  is,  Davidson  is  a  higl 
ly  professional  outfit.  It  has  two  spj 
cialist  posts  on  the  Pacific  Stock  El 
change  in  San  Francisco,  and  aftl 
competing  against  some  of  the  rl 
tion's  biggest  firms,  recently  boughl 
third  Pacific  Exchange  seat  in  Los  Al 
geles.  Why  all  the  competition?  El 


DA.  Daridson'.s  Ian  Dai  id'«»i .  ,  ., 

Flying  pretty  high  despite  the  stagnant  Montana  economy. 
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THE  PEOPLE  CONNECTION 

These  days,  when  people  communicate, 

Hello.  Free  for  lunch? 

it  talces  an  array  of  high-tech  equipment 
Its  on  C-SPAN  now. 

to  make  it  possible.  But  more  important. 
Let  me  give  you  my  cellular  number. 

it  takes  dedicated  professionals  to  make 
The  lights?  They  never  went  out. 

the  technology  work.  So  when  you  connect 
Pick  up  a  quart  of  ice  cream. 

with  Centet,  we  connect  you  with  people 
Butter  pecan. 

before  we  connect  you  with  technology. 
No.  I'm  in  the  car  Ten  thousand  shares. 

Because  thafs  what  communicating 
Not  now.  Say  hello. 

is  ail  about. 
Good-bye. 


WHERE  PEOPLE  CONNECT 

CELLULAR  COMMUNICATIONS  •  TELEPHONE  •  CABLE  TELEVISION  •  POWER  DISTRIBUTION 

for  more  mfarmation  about  Centel  Corporation  write  Department  A.  8725  Higgins  Road.  Chicago  IL  60631  ©  1987  Centel  Corporation 


■Y.J. 
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"We've  got  over  200,000  customers  who  don't 


Our  AFCO  Credit  Corp.  subsidiary  pioneered  and  became  the  insiu. 
inckistry  leader  in  premium  financing.Through  flexible,  specially  tailoi 
financing  plans,  AFCO  allows  insureds  to  afford  the  insurance  they  m 
when  they  need  it. 


f  r  premiums  on  time." 


"That's  leadership." 


©1988,The  Continental  Corporation 
180  Maiden  Lane,  New  York,  NY  10038 


"  Continental,  we're  focusing  on  excellence  in  products  and  service  to 

1  ve  solid,  profitable  growth.  In  areas  like  premium  financing.  Ocean      ^BT-^ Continental 

iland  marine  insurance.  Workers'  compensation.  In  selected  markets  ^^  Insurance. 

national  brokers.Through  our  independent  Circle  Agents.  Focusing  on  what  we  do  best.^' 


Tax-Free 
Quality* 


The  highest  total  return 
over  the  past  three  years. 

SteinRoe  Managed  Municipals 
ranl<ed  number  one  out  of  57  gen- 
eral municipal  bond  funds  ranked 
by  Lipper  Analytical  Services,  Inc. 
for  total  return  over  the  three  years 
ending  September  30, 1988. 

How  does  SteinRoe  Managed 
Municipals  deliver  such  consistent 
results? 

Bv  judiciously  assembling  a  port- 
folio with  no  less  than  75%  in  the 
three  highest  grades  of  municipal 
securities. 

WTiat  returns  has  SteinRoe  Man- 
aged Municipals  delivered? 

Average  Annual  Total  Return  for 
the  period  ended  9/30/88: 10-year 
8.56%;  5-year  12.74%;  1-year 
14.01%.  A  proven  track  record  of 
outstanding  performance. 

Call  1-800-338-2550  now  for 
com|)lete  information  on  moving  up 
to  SteinRoe  Managed  Municipals. 


STEIN  ROE 


Mutiuil  Funds 

Liberty  SoriiritiesC()rix)r<it ion.  Distributor 
f  1988  Stein  R(m'&  Farnham  Incorporated 


CALL  24  HOURS  1  800-338  2550 

Plp;LSf  send  me  a  pnjsfxftus  conlainin^^  more  eoniplete  information  on 
SleiiiivK?  Manaj^xl  Munieii)aJs.  I  will  read  it  earefully  before  1  invest  or  .send 
money  No  sales  charges  or  r('dem()lion  fees. 


.Name. 


Address. 
Citv 


.Stat. 


.Z1P_ 


St.oinK(K' Mutual  Funds*  HO.  l^)X  114:t  •ChicaMo.  ILCiOnoO  50588305MMUN 

"Rital  n-Iii;  II  iri(  iiides  any  chaiiKcs  in  .share  value  and  rt'iiivosinicm  of  inconio  and  capital  gain.s  ( lH)th 
(if  whic'i  are  .subjocl  ic  applitat)!*'  federal,  stale  and  incal  income  taxes).  The  total  return  data 
rciircseiil  past  perform, nice,  which  may  vary  for  different  periods  .Vtual  total  return  and  principal 
\:ihie  of  an  inve.sl  ineni  \m!I  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  he  worth  more 
01  !es5  than  their  ('(^st. 'I  lere  is  no  >!uarantee  that  the  Fund  will  achieve  its  investment  objective. 
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vidson  says  margins  at  the  exchai 
are  60%. 

In  Montana,  Davidson  is  a  very 
fish  in  a  pretty  small  pond.  It  1 
70,000  accounts— 35,000  of  them 
tive — in  a  state  with  a  population 
810,000.      Average      account      si 
$40,000. 

But  size  is  relative,  and  in  its  nic 
Davidson  is  big  enough  to  be  dor 
nant.  It  blankets  the  state  with 
commercials  as  sophisticated  in  th 
feel  as  anything  from  the  big  natioi 
brokers.  One  such  commercial  begi 
with  a  long  shot  of  a  small  boy  she 
ing  baskets  at  a  sturdy  but  makesb 
backyard  backboard.  As  he  misses  o 
after  another  his  parents  talk  gent 
"He's  not  gonna  get  a  basketb 
scholarship,  is  he?".  .  .  "Well, 
checked  with  Davidson  .  .  .  they  s; 
our  college  fund  will  cover  it."  T 
ending:  "At  D.A.  Davidson  we  und 
stand  what  life's  all  about." 

As  a  local  outfit,  but  one  with 
pressive  money  raising  ability,  Dav: 
son  got  to  be  comanaging  underwrii 
along  with  big-timer  Goldman,  Sac 
on  a  $25  million  Montana  State  Bos 
of  Housing  issue.  A  nice  piece  of  bu 
ness,  since  Davidson  will  get  to  sell 
least  20%  of  the  deal.  Why  did  Go: 
man  cut  Davidson  in?  Simple.  T 
powers  that  be  at  the  State  Board 
Housing  made  it  clear  that  they  wa 
a  lot  of  the  issue  retailed  to  Monta 
residents,  and  who  better  to  do  tl 
than  D.A.  Davidson? 

Politics  aside,  it  is  Davidson  th 
does  all  those  small  municipal  issue 
It  has  moved  nearly  1,100  of  them 
20  years,  many  of  them  issues  that  t 
big  firms  couldn't  care  less  about 
could  never  make  a  profit  on  wi 
their  high  costs. 

Davidson  is  basically  a  straigl 
ahead  stock  and  bond  retailer, 
naked  options  and  tax  straddles  f 
these  guys.  Maybe  8%  of  its  revenu 
comes  from  mutual  funds  and  the 
other  packaged  products  that  mo 
Wall  Street  firms  insist  are  the  wa 
of  the  future. 

It  turns  out  that  doing  business  tl 
old-fashioned  way  translates  into  sc 
id  profits.  In  Wall  Street's  last  gO( 
year,  1986,  average  pretax  margj) 
were  11%;  Davidson  says  his  we 
about  25%  precrash.  This  year,  preU 
margins  for  the  industry  are  aboi 
6.7%,  but  Davidson's  have  been  ru 
ning  a  healthy  18%  or  19%.  That 
more  remarkable  when  you  compa 
D.A.  Davidson  with  other  regional] 
average  pretax  margins  of  3.4%. 

One  reason  for  this  high  rate  of  pro 
itability  is  Davidson's  relatively  lo 
overhead.  It  pays  as  low  as  $4 
square  foot  for  branch-office  spac 
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die  in  New  York  City  firms  can  pay 

3.  Salaries  of  $10,000  a  year  for 

;k-office   staff  represent   a   living 

1  ge  in  low-cost  small  townS;  big- 

(  y  employees  demand  twice  that. 

t'es,  they  use  computers  in  Great 

Is  and  Kalispell  and  Helena  and 

]  tte,  for  everything  from  keeping 

■  -tomers'  accounts  current  to  sum- 

iing  up  research  reports  from  New 

rk.  But  even  so,  Davidson  figures 

li  break-even  is  about  $125,000  in 

})ss    commissions    per    salesman, 

'  lile  a  lot  of  national  firms  need  over 

5  60,000  these  days.  Average  gross 

I  mmission  per  salesman  last  year: 

It  $180,000,  and  that  was  down 

compared  with  the  year  before. 

^s  pay  for  those  salesmen  averages 

o  of  their  commissions. 

\  flight  across  this  gorgeous  state 

1  th  Ian  Davidson  in  the  company's 

'  79  four-seater  Cessna   Skymaster 

ts  a  fresh  perspective  on  the  broker- 

;  industry,  a  business  that  by  and 

ge  remains   deeply   depressed    13 

iDnths  after  the  second- worst  crash 

:  recent  market  history.  We  take  off 

)m  Great  Falls,  heading  to  15,000 

;t  over  the  vast  Bob  Marshall  motm- 

iinous  wildemesss  to  Kalispell. 

'Davidson  explains  that  while  his 

m  was  certainly  not  untouched  by 

e  events  of  the  past  year,  his  people 

ve  a  hard  time  fathoming  all  the 

ss  back  East:  investors  fleeing  from 

■I  jcks;  investors  slamming  the  phone 

I  their  brokers.  When  the  market 

;  ashed,  many  of  Davidson's  clients 

w  it  as  a  buying  opportunity,  and 

c  firm  had  the  best  month  in  its 

story.  "Buys  outmatched  sells  10- 

-1   after  Oct.    19,"  says  Davidson 

esident  Bruce  Madsen. 

Davidson's  Kalispell  branch  office 

rves  a  population  of  about  100,000 

the  Flathead  Valley  area.  Office 

lanager  Bob  Braig,  47,  with  the  firm 

:t  years,  explains  that  after  the  Oct. 

'  crash  Davidson's   brokers   spent 

any  nights  at  the  firm  calling  cus- 

mers — not  to  solicit  orders,  but  just 

reassure  clients. 

It  was  not  until  the  following  Janu- 

y,  m  fact,  when  the  market  contin- 

;d  m  the  doldrums,  that  clients  be- 

n  to  get  nervous.  As  a  result,  David- 

in  has  sold  some  $220  million  in 

Ds  since  the  crash,  well  up  from 

104  million  the  year  before. 

You'd  think,  with  Montana  the  big 

I  heat  and  cattle  state  it  is,  that  Da- 

'  dson  would  actually  do  a  brisk  busi- 

:ss,  at  least  with  local  farmers,  in 

)mmodity  positions.  Davidson  says 

tat  the  firm  doesn't  push  options  and 

got  out  of  commodities  in  1974. 

1  Vlostly  we  found  they  thought  they 

I  ere  not  hedging  but  really  speculat- 


ing, and  I  didn't  like  the  idea  that  we 
were  constantly  calling  these  people 
up  for  margin  calls." 

Explaining  why  Davidson  tries  not 
to  push  risky  investments  on  its  cus- 
tomers, Kalispell's  42-year-old  assis- 
tant manager,  Greg  Barkus,  explains: 
"Our  customers  aren't  voices  over  a 
phone.  We've  got  to  face  them  in  the 
grocery  store." 

An  hour's  flight  away  in  Missoula, 
home  of  the  University  of  Montana, 
branch  manager  Dick  Hughes,  45,  ex- 
plains a  fact  of  life  about  doing  busi- 
ness in  Montana.  You  can't  afford  to 
alienate  your  customers.  "The  popu- 
lation of  this  state  has  been  stagnant 
for  years.  You  can't  lose  one  book  of 
customers  and  then  go  dialing  for  dol- 
lars around  here,"  he  says. 

Davidson  has  made  mistakes. 
There  were  a  couple  of  real  estate 
limited  partnerships  that  went  sour  in 
the  mid-1970s.  The  partnerships  were 
invested  in  properties  that  didn't  sell 
at  the  prices  projected.  There  was  a 
Texas  oil  drilling  partnership  that 
went  the  way  of  so  many. 

Davidson  says  he  encourages  his 
salesmen  to  concentrate  on  selling  in- 
stead of  trying  to  be  stock  pickers;  he 
provides  incentives  in  the  form  of  bo- 


nuses above  normal  commissions  for 
transactions  in  any  of  40  stocks  on  the 
firm's  recommended  list.  The  stocks 
are  selected  by  Davidson's  two  ana- 
lysts. What  stocks  do  they  pick?  From 
Citicorp  and  Exxon,  which  the  firm 
rates  high  quality  for  income,  down  to 
Fedders  and  Owens-Coming  and 
Home  Group,  their  recent  picks  for 
"speculative  growth." 

"We  recently  unloaded  about  1  mil- 
lion shares  of  United  Telecom,"  Da- 
vidson says,  which  customers  bought 
at  about  $25  and  sold  at  $38  to  $40. 
"One  of  the  things  we  do  here,"  he 
adds,  "is  set  up  a  selling  range  as  soon 
as  we  make  a  recommendation." 

If  Davidson  is  no  Drexel  or  Salomon 
or  Merrill,  it  has  done  very  nicely 
for  Ian  Davidson  and  his  associates. 
The  firm's  capital  has  grown  from 
$35,000  in  1957,  when  Davidson 
took  over  from  his  father,  who'd 
been  losing  money  for  ten  years,  to 
$10  milUon  in  1984,  to  today's  $17 
million.  Given  the  stagnant  Mon- 
tana economy,  where  is  the  future 
growth?  Davidson  is  looking  for  ex- 
pansion opportunities  across  the 
Northwest.  After  all,  if  you  look  at 
a  map,  Spokane  is  just  a  jump 
across  Idaho  from  Kalispell.  ■ 


Taxing  Matters 


Edited  by  Laura  Saunders 


Congress  has  again  and  again  attempted 
to  forbid  ''trafficking'  in  tax  losses.  But 
where  there s  a  will,  there's  a  way. 

Guess  which  shell 
has  the  loss 


IF  YOU  can't  bring  Muhammad  to 
the  mountain,  maybe  you  can 
bring  the  mountain  to  Muham- 
mad. That  seems  to  be  the  theory 
behind  Wall  Street's  latest  scheme  in- 
volving tax-loss  carryforwards. 

Healthy  firms  have  always  yearned 
to  acquire  shell  companies  with  large 
tax-loss  carryforwards  in  order  to 
shelter  their  own  profits.  Congress 
has  waged  a  60-year  battle  against 
such  tax-loss  "trafficking";  the  past 


ten  years  have  seen  at  least  three  revi- 
sions of  the  loss  rules.  Ln  sum,  the 
rules  aim  to  cancel  loss  carryforwards 
whenever  a  loss-ridden  company 
merges  with  a  profitable  one. 

Wall  Street  has  just  found  a  new 
loophole.  It  works  off  the  now-com- 
mon practice  of  swapping  interest- 
rate  liabilities.  Here's  how: 

Target  firm  Acme  has  $50  million 
of  tax  losses  that  acquirer  XYZ  would 
like  to  use.  But  there  will  be  onerous 
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ADVERTISEMENT 


FORBES  EXECUTIVE 
HOLIDAY  GIFT  COLLECTIO 


Make  The  Past  A  Great  Present 

The  American  Heritage  Collector's  Edition 

American  Hericigc  Maga/inc  s  Collector's  Edition  can  make 
the  past  a  great  present.  Each  volume  is  a  beautiful  keepsake 
rich  with  award-winning  editorial  that  illuminates  the  Ameri- 
can experience  Hard-cover  bound,  with  gold  lettering  and 
plush  packling,  the  American  I  leritage  Collector's  Edition  is  a 
superlative  addition  to  an\-  famih-  s  librar\'.  To  receive  your  one- 
year  subscription  for  $49  in  time  for  the  holiday  season,  call 
today  toll-free:  1-800-341-1S22 
In  Maine,  call  collect  (207)  236-2896^ 


I  . .     *"    .^ 


^b^- 


The  secret  of  Partagas 

A  living  ii'^iMul  slill  ni.iki's  r.ul.ie.is  R  pri-iniuiii 
i  ig.irs  hv  h.ind  .is  he  oiuv  iii.idi'  tlu'in  iii  I  l<iv\inl 
K.iimin  t  'iliK'iiti's  .mkI  his  coIKm^ik's  iiso  only  (J 
liiu'sl,  lon^i'sl  iiliiM  liMvi's  Ironi  tho  C.irihbean, ' 
il.irki'si,  Ji'.iJiivsl  bintU'r  li'.ivt's  from  Mi'xicoatid 
llu-  rii  lu'sl,  Kisllic'sl  wr.ippcr  k'.u't's  from  Iho 
Aim. Ill  C  .muTODiis.  Aiui  tlu'v  slill  t.iki-  .iliiuisl 
Ihrri-  vi'.irs  to  m.iki'  ci^.irs  wurlhv  of  Ihi'  l\irl<i^' 
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ADVERTISEMENT 


Turn  the  Holidays  to  Gold. 

low  the  special  people  in  your  life  that  you  treasure 
them.  Give  a  gift  that's  worth  its  weight  in  gold. 

merican  Eagle  one  ounce,  1/2,  1/4  and  1/10  oz.  gold 
Dins  and  one  ounce  silver  coins.  For  retail  locations, 
call  1-800-USA-GOLD,  Ext.  72. 

AMERICAN  EAGLES. 
WORTH  THEIR  WEIGHT  IN  GOLD. 


The  taste  of  Irish  Mist  is 
really  something  else. 


f 
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:  Irish  Mist, 
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If  you'd  like  to  give  someone  a  delightful  surprise,  give  them 
a  bottle  of  Irish  Mist  Liqueur.  With  a  taste  that's  unexpectedly 
smooth,  subtle  and  unforgettable,  it's  not  just  something 
different  It's  something  else.  To  send  a  gift  of  Irish  Mist 
anywhere  in  the  U.S.,  where  legal,  call  1-800-238-4373. 

35%  alc./vol.  (70  Proof)  Liqueur.  Impwrted  in  bottle  by  Hiram  Walker  & 
Sons,  Inc.,  Farmington  HUl,  Ml  ®1988 
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The  Executive  Map  Library  by  TravelVision. 
landsome,  gold-embossed,  hard-bound  case  containing 
'5  full-color  maps  of  all  50  states.  Plus,  two  regional 
js  a  United  States  map,  a  world  map  and  a  special  map 
f  Washington,  D.C.,  complete  with  a  reference  index. 
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Tiffany's  Corporate  Division  specializes  in  a  broad 

range  of  classic  business  gifts.  You  can  be  assured  that 

the  blue  box  will  express  your  warmest  holiday  greetings. 

To  receive  a  catalog  or  to  place  an  order, 

please  call  800423-2395. 

Tiffany  &  Co. 

NEUYORK   BE\ERLV  HILLS   CHICAGO  D.ALL.AS    HOUSTON 
PHIL.AlDELPHLA   boston   .ATL.ANT.\   SANFR.ANCISCO 
WASHINGTON  DC   DETROIT  COSTA  MESA  c  TS^CO    !'>.-> 
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limits  on  the  losses  in  a  normal  merg- 
er. So  before  the  deal  is  done,  Acme 
arranges  to  swap  the  payment  stream 
of  some  of  its  floating-rate  debt  for 
that  of  its  fixed-rate  debt. 

The  trick  is  that  the  fixed-rate  li- 
ability Acme  assumes  carries  an  ab- 
normally high  interest  rate — say, 
15% — while  the  floating-rate  liability 
is  closer  to  market  rates.  So  the  lender 
of  the  15%  money  also  gives  Acme  a 
one-time  payment  of  $50  million  that 
makes  up  for  the  difference. 

In  economic  terms  Acme  has  nei- 
ther gained  nor  lost.  But  the  one-time 
$50  million  payment  counts  as  tax- 
able income.  It  soaks  up  Acme's  tax- 
loss  carryforward.  Acme  then  merges 
with  XYZ,  and  Acme's  high-fixed-rate 
debt  generates  $50  million  worth  of 
losses  to  shelter  XYZ'  current  profits. 

Wall  Street  calls  the  process  "sani- 
tizing the  losses."  The  technique  is 
being  used  "extensively,"  says  a 
merger  tax  expert. — L.S. 

Duck  the  BURP 

If  you  own  a  small  business  worth  $  1 0 
million  or  less,  you  may  be  in  the 
throes  of  converting  it  to  Subchapter  S 
status  or  liquidating  it  entirely  before 
the  end  of  the  year.  That's  when  a 
special  exemption  Congress  put  in 
the  1986  tax  law  expires.  Companies 
that  take  advantage  of  the  break  can 
eliminate  or  reduce  double  taxation 
when  the  firm  is  sold  or  liquidated, 
even  if  either  one  is  years  away. 

If  so,  Grant  Thornton's  Thomas 
Ochsenschlager  has  a  further  tip: 
Consider  having  your  audited  finan- 
cial statements  shredded.  The  result 
could  mem  huge  tax  savings. 

Why?  Because  of  a  treacherous 
"BURP" — book  versus  reported  prof- 
its— provision  o'  the  alternative  mini- 
mum tax.  It  imposes  ?  tax  on  the 
excess  of  the  income  a  firm  reports  on 
its  financial  statement  over  that 
which  it  reports  on  its  tax  return.  A 
liquidation  before  the  December 
deadline  would  cause  income  to  ap- 
pear on  your  audited  financial  state- 
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ments  that  doesn't  appear  on  your 
regular  tax  return.  BURP  would  hit 
you  with  a  tax  on  this  sum. 

The  solution,  says  Ochsenschlager, 
is  to  convince  whoever  uses  the  audit- 
ed financials  to  accept  a  tax  retum 
instead.  If  they  must  have  a  financial 
statement,  get  them  to  take  an  unau- 
dited one.  That  way  you  can  use  a 
special  IRS  computation  called  "earn- 
ings and  profits"  in  the  BURP  calcula- 
tion. It  doesn't  require  gains  on  liqui- 
dation to  be  figured  into  profits. — L.S. 

No  papers,  no  tax 

There  is  justice.  Consider  a  recent  IRS 
claim  against  one  Richard  Robidoux 
before  the  U.S.  Bankruptcy  Court  in 
Worcester,  Mass.  The  Service  argued 
that  Robidoux  owed  $2  million  in  tax- 
es, interest  and  penalties  in  connec- 
tion with  Small  Business  Administra- 
tion loans,  which  it  said  Robidoux 
should  have  treated  as  "income." 

Trouble  is,  the  government  lost  all 
the  documents  it  subpoenaed  from 
Robidoux  for  the  case.  At  the  time  of 
the  hearing,  it  had  not  produced  them 
but  argued  the  claims  were  still  valid. 

No  dice,  said  the  judge  to  the  IRS, 
adding  that  "it  requires  a  lyrical  leap 
of  logic"  to  accept  one  of  the  IRS' 
arguments.  He  disallowed  the  claim 
and  invited  Robidoux  to  submit  a  mo- 
tion to  recover  his  legal  fees. — L.S. 

Now  you  see  it 

Once  again,  lawmakers  have  punted 
the  research  and  development  tax 
credit  forward  another  year.  The  so- 
called  technical  corrections  act, 
which  they  hurriedly  passed  early  on 
the  morning  of  Oct.  22,  extended  the 
20%  credit  another  year.  It  was  due  to 
expire  this  year.  That  makes  twice 
since  the  credit  was  enacted  in  1981 
that  Congress  has  pondered  changing 
or  dropping  it.  There  will,  of  course, 
be  another  go-around  next  year. 

Why  can't  Congress  end  the  uncer- 
tainty? As  it  is,  the  government 
spends  $600  million  a  year  to  subsi- 
dize R&.D  growth,  but  makes  life  mis- 
erable for  firms  that  must  plan. 

If  the  credit  were  permanent — 
something  that  doesn't  square  well 
with  deficit  reduction  efforts — it 
would  be  popular  with  research-in- 
tensive companies  like  computer, 
drug  and  chip  makers.  Politicians,  in- 
cluding George  Bush  and  Michael  Du- 
kakis, have  nothing  bad  to  say  about 
It,  especially  since  the  Japanese  re- 
cently strengthened  their  R&.D  incen- 
tives. The  credit  largely  survived  the 
1986  tax  act,  which  demolished  many 
tax  benefits.  "Nobody  dares  to  attack 


it  publicly,"  says  one  partner  at  a 
Eight  accounting  firm. 

Except  economists.  They  compL 
that  it  doesn't  get  firms  to  undertal 
research   they   wouldn't   have  do 
anyway.  "It's  a  turkey,"  complai 
Northwestern  University  economij 
professor  Robert  Eisner.  "There  is 
justification  for  a  credit  to  firms  to 
research  they  expect  to  profit  frc| 
and  would  be  undertaking  anyway. 

"Chicken  soup"  is  the  way  Jose; 
Cordes,    professor   of   economics 
George  Washington  University,  c| 
scribes  the  credit.  "R&D  spendi: 
not  all  that  price  elastic/'  he 
Meaning:  If  your  R6UD  budget  g(| 
healthier  next  year,  it's  probably  i| 
other  reasons,  such  as  competition, 

Even  some  beneficiaries  admit 
much.    "The    credit    isn't    going 
change  the  direction  of  research  bl 
simply     encourages     a     braver    a| 
proach,"  says  Joseph  Saloom,  se 
official  of  M/A  Com  Inc.,  an  electa 
ics  components  producer. 

Congress  put  off  grappling  wij 
these  issues  until  next  year.  Inste 
lawmakers  expressed  their  ambi' 
lence  by  limiting  the  value  of  tl 
credit  in  an  oblique  way.  As  part 
the  one-year  extension,  firms  w 
have  to  cut  their  R&JD  expense  dedu 
tions  by  one-half  of  the  amount  of  tl 
R&.D  tax  credit  they  receive.  Says  t. 
expert  William  Modahl  of  Digit 
Equipment  Corp.,  which  received  $1 
million  in  1988  from  the  credit,  "Co 
gress  is  shooting  for  the  maximu 
amount  of  symbolism  with  the 
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ctuu  B.  Sladanii 

mum  amount  of  substance." 

Consider  a  company  with  $1  mi 
lion  in  new  R&D  outlays  (that  i 
spending  above  and  beyond  the  rate 
previous  years).  It  would  qualify  fc 
$200,000  of  tax  credit  but  would  get 
$900,000  expense  deduction  for  tl 
research,  not  $1  million.  Except  c 
state  tax  returns  (probably).  All  tb 
will  keep  the  accountants  busy. 
Why  bother?— Gale  Eisenstodt 
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BLACK  MONDIK 

TUESDJK  WEDNESDJK 
THURSDAY  AND  FRIDAY. 


Some  black  is  good  for  business. 
Black  ink,  for  instance.  Like  the  rich,  black  ink 
produced  with  a  multi-strike  film  ribbon  on  our  new 

Every  Business  Day 
i    Can  Be  Black 


Our  muld-strike  film  ribbon  produces  ihe  blackest  printing  of  any  dot  matrix  printer. 

24-wire  Pinwriter'  P5200  and  P5300  printers. 

Our  Pinwriters  are  the  first  24-wire  dot  matrix 
printers  in  their  class  able  to  use  a  multi-strike  film 
ribbon— the  same  ribbon  used  on  letter-qualirv' 
printers  and  typewriters.  This  ribbon      ^=^- 
is  what  gives  your  leners  and 
documents  an  executive  look. 

These  are  also  the  only 
printers  that  give  you  seven 


resident  type  stales,  plus  four  more  on  optional  plug- 
in  font  cards.  And  an  inexpensive,  user-installed  color 
option.  And  a  convenient,  built-in  tractor. 

NEC  printers  also  have  the  highest  reliability 
ratings  in  the  industry.  Which  means  you  won't  have 
to  worry  about  a  blank  Monday,  Tuesday,  Wednesday, 
Thursday  or  Friday  anytime  soon. 

So  tf  you  want  to  keep  your  company  in  the  black 
every  business  day,  just  get  a  new  Pinwriter  P5200  or 
P5300  printer. 

For  the  name  of  the  dealer  nearest  you  call  NEC 
Information  Systems  at  1-800-343-4418  today,  no 
matter  what  business  dav  it  is. 


NEC  PRINTERS.THEYONLY  STOP 
WHEN  YOU  WANTTHEM  TO. 
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NEC 


And  Co'*^'Tiun«cal*o<^i 


NEC  Information  Systems,  Dept.  1610, 1414  Massachusetts  Ave.,  Boxborough,  MA  01719. 
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Long  before  they  were  building  appliaii 


They  came  across  country  by 
wagon  in  1854. 

And  settled  in  Amana.  Iowa. 

Everything  they  needed,  they 
made  by  hand.  Their  barns.  Their 
benches.  Their  blankets.  Their  beds. 
Everything. 

Whatever  they  made,  they 
followed  a  fundamental  belief 

lb  make  everything  the 


best  it  could  be. 

Today,  that  same  fundamen 
belief  is  still  practiced  in  Amana. 
Iowa.  The  home  of  Amana.  a 
Raytheon  company. 

Raytheon  is  proud  of  Aman 
and  the  appliances  they  make.  Ai 
proud  of  our  other  appliance 
companies.  Caloric,  Speed  Quee 
and  Modem  Maid. 

They  all  share  the  same 
philosophy. 
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una  people  were  building  quality 


Whatever  you  make,  you  make 
i;  best  it  can  be. 
So  it  will  last.  ■ 

Raytheon  Company,  141  Spring 
1.  Lexington.  MA  02173. 
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P  quality  starts  with  fundamentals 
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Many  young  people  complain  that  they  cant  live 
as  well  as  their  parents  did.  They  may  well  be 
right.  We  are  witnessing  nothing  less  than  a 
massive  transfer  of  income  and  wealth  from  the 
younger  generations  to  the  older. 


Ck>nsuming 
our  children? 


By  Sabrata  N.  Chakravarty 
with  Katherine  Weisman 

ANY  OF  today's  young  peo- 
ple have  an  uneasy  feeling 
that  they  are  less  well  off 
than  their  parents.  For  the  most  part, 
they  arc  right. 

Take  the  case  of  a  young  man  who 
leaves  home  at  the  age  of  19,  carrying 
a  mental  image  of  the  way  his  father 
Uves.  If  he'd  left  in  1962,  he  would 
have  been  earning  15%  more  in  con- 
stant dollars  by  the  time  he  was  30  in 
1973  than  his  father  was  earning 
when  the  young  man  left  home,  says 
University  of  Maryland  economist 
Frank  Levy.  A  similar  young  man 
leaving  home  in  1973,  Levy  says, 
would  have  been  earning  25%  less  1 1 
years  later.  The  young  man  in  1962 
thought  he  could  do  better  than  the 
old  man,  and  he  did.  The  young  man 
leaving  home  in  1973  found  he 
couldn't. 

Moreover,  he  now  carries  a  large 
additional  burden.  Never  has  higher 
education  been  more  important  as  a 
means  to  a  better  job,  yet  never  has  it 
cost  more  In  1968  tuition  at  Harvard 
cost  $6,790  a  year  in  current  dollars; 


this  year,  $12,310,  up  81%.  Now  kids 
often  emerge  from  college  already 
buried  under  debt.  Sandra  Kidd,  30, 
pays  25%  of  her  aftertax  income  ser- 
vicing her  $30,000  debt.  And  that's 
just  for  her  M.B.A.  Her  parents  paid 
for  her  undergraduate  education. 

For  the  first  time  in  American  his- 
tory, home  ownership  rates  are  drop- 
ping among  the  young.  A  report  by 
Harvard's  joint  Center  for  Housing 
Studies  shows  that  in  1973  23.4%  of 
those  under  25  owned  homes.  Now 
16.1%  do,  a  drop  of  30%.  For  those  25 
to  29,  43.6%  owned  homes  in  1973 
versus  35.9%  in  1987,  a  drop  of  18%. 
Among  those  65  to  74,  however,  the 
ownership  rate  grew  almost  10%. 

This  IS  still  a  country  where  a  poor 
kid  can  rise  in  the  world.  That  part  of 
the  American  dream  is  intact.  But  the 
other  part — that  every  generation 
should  live  better  than  the  preceding 
generation — is  in  serious  trouble.  It  is 
getting  harder  for  the  average  person 
to  beat  his  or  her  parents'  standard  of 
living.  What  is  not  widely  recognized 
is  that  this  loss  of  upward  mobility  is 
the  consequence  of  an  enormous  in- 
tergenerational  transfer  of  wealth  and 
income  that  is  still  going  on. 


"The  American  dream  is  for  e| 
ery  generation  to  improve  over 
prior  generation,"  says  Frank  Caij 
professor  emeritus  of  Industrial 
cy  at  Northwestem's  Kellogg  Scij 
"The  dream  is  becoming  a  litt 
mote  now.  This  is  the  first  generj] 
I  can  identify  that's  likely  not  to  i 
well  as  the  previous  one."  Simpl) 
in  economic  terms  we  are  consi 
our  children. 

Yet  during  the  presidential 
paign  neither  major  candidate  i 
willing  to  address  the  real  cause  i 
problem:  The  old  are  getting  rid 
the  expense  of  the  young. 

Let's  state  something  clearly  al 
outset:  There  are  elderly  people] 
are  poor.  There  are  elderly  pe 
made  destitute  by  ill  health.  Ther  u 
elderly  people  who  are  hungry  T  ' 
are  elderly  people  who  are  homt. 
Better  ways  should  be  found  w 
them.  But  this  carmot  be  done  by  ; 
tinuing  to  transfer  wealth  from  h 
younger  to  the  older  generation 

The  simple  fact  is  that  the  vast 
jority  of  those  over  65  are  quitc 
off.  In  1959,  according  to  the  Bu  - 
of  the  Census,  over  35%  of  those 
65  had  incomes  below  the  fcdci 
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defined  poverty  line, 
compared  with  22.4% 
for  the  population  as 
a  whole  and  26.9% 
for  children  under  18 
(see  chart,  p.  230). 
By  1987  the  situation  had  re- 
versed for  the  elderly:  Only  12.2% 
of  those  over  65  had  incomes  below 
the  poverty  line.  The  national  rate 
was  13.5%.  Meanwhile,  the  poverty 
rate  for  children  was  20%.  These 
comparisons  measure  only  cash  in- 
comes. Add  in  noncash  supplements 
like  Medicare,  food  stamps,  housing 
subsidies,  and  the  number  of  elderly 
poor  falls  to  about  5%.  "Poverty 
among  the  elderly,  as  measured  by  the 
poverty  index  and  adjusted  for  non- 
money  income,  has  virtually  disap- 
peared," says  James  Schulz,  professor 
of  economics  at  Brandeis  University. 
Taken  in  isolation,  that's  wonder- 
ful news:  It  means  that  our  society  is 
taking  good  care  of  its  elderly.  The 
problem  is  that  it  is  doing  so  not  only 
at  the  expense  of  the  younger  working 
generation  but  at  the  potential  ex- 
pense of  today's  babies  as  well. 

The  U.S.  spends  27%  of  the  federal 
budget  on  the  12%  of  the  population 


over  65  (see  clmrt,  p.  225).  So  effective 
has  the  old  people's  lobbying  effort 
been  that  a  national  survey  by  the 
Daniel  Yankelovich  Group  for  the 
American  Association  of  Retired  Per- 
sons showed  conclusively  that  the 
young  feel  the  elderly  are  worse  off 
than  the  elderly  themselves  do. 

Income  is  only  one  measure  of  how 
dramatically  the  old  have  improved 
their  lot  compared  with  the  young. 
Look  at  wealth  and  the  contrast  be- 
comes even  starker.  In  1954  an  article 
by  MIT's  Nobel  laureate  economist 
Franco  Modigliani  and  his  late  stu- 
dent Richard  Brumberg  enunciated 
what  they  called  the  "life  cycle"  the- 
ory of  wealth  accumulation.  By  this 
theory,  the  young  save  during  their 
working  years  and  accumulate 
wealth.  Then,  when  they  reach  retire- 
ment age,  they  start  to  draw  down  the 
wealth  to  finance  consumption. 

That's  the  way  it  should  work,  but 
that  isn't  the  way  it  has  been  working. 

Economists  Daphne  Greenwood  of 
the  University  of  Colorado  and  Ed- 
ward Wolff  of  New  York  University 
examined  average  household  wealth 
by  demographic  group  in  1962,  1973 
and  1983  (the  most  recent  data  re- 
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The  $icli^|i|iig  rise  of  Medicare  payments 


Medicare  expenditures  (Sbillions 
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Medicare  expenditures  have 
climbed  almost  beyond  belief. 
Hospital  insurance  payments 
have  climbed  more  than 
fifty  fold.  And  payments  for 
supplementary  medical 
insurance — covering  such 
costs  as  physicians  and 
outpatient  services — grew 
three  times  faster  than  that. 


leased).  The  numbers  show  that  for 
the  1962  to  1973  period,  the  Modiglia- 
ni  theory  held  up  pretty  well:  Older 
people  were  consuming  the  wealth 
they  had  built  up  in  their  working 
days.  Thus  people  between  65  and  79 
saw  their  wealth  decline  while  those 
between  18  and  54  saw  it  rise. 

Between  1973  and  1983,  however, 
the  pattern  reversed  itself.  Instead  of 
declining,  the  wealth  of  the  65-to-69 
age  group,  for  example,  increased,  in 
constant  1985  dollars,  from  $169,366 
to  $321,562.  The  wealth  of  those  from 


25  to  34  dropped  from  $59,624 
$49,046.    Another   study,    by   SuJ 
Wachter  of  the  Wharton  School,  w| 
age  as  the  only  variable,  showed 
same  results  (see  chart,  p  228). 

Since  1983,  says  Wolff,  the  disp^ 
ty  can  only  have  grown  wider.  E(j 
ties  and  real  estate  belong  to  the 
out  of  proportion  to  their  numl 
and  both  have  risen  greatly  in  pri 
since  1983.  The  stock  market — ell 
after  Oct.  19,  1987— is  still  up  t\ 
since  then.  Meanwhile,  payroll  taf 
have  risen  rapidly,  reducing  the  afti 
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IX  income  of  those  still  working. 
What  caused  this  massive  redistri- 
ution  of  wealth?  Certainly  the  grow- 
ig  political  strength  of  the  elderly 
elped.  Witness  the  frightened  un- 
;illingness  of  politicians  to  suggest 
impering  with  Social  Security.  But 
le  economy,  too,  played  a  role. 

[  In  this  sense,  the  underlying  reason 
)r  the  increase  in  wealth  held  by  the 
Iderly  was  the  strong  economy  be- 
rtreen  1947  and  1973.  "Your  wealth 
asically  reflects  the  economic  histo- 

!/  of  your  times,"  explains  Wolff.  "If 

our  active  economic  life  occurred 

uring  a  period  of  prosperity,  then  you 

/ill  be  well  off." 

The   1950s  were  the  years  when 

■  lany  of  today's  recently  retired  began 
leir  careers.  Those  were  great  years 

,)r  the  U.S.  economy.  "We  had  the 
/orld  by  the  tail  and  we  helped  to 
;build  it,"  says  C.  Howard  Hardesty, 
3rmer  president  of  Purolator  Courier. 
1  his  superbly  balanced  book  Dollars 
nd  Dreams,  Maryland's  Frank  Levy 
otes  that  productivity  per  worker 
rew  3.3%  a  year  between  1947  and 
965,  a  50%  higher  rate  than  in  the 
itst  half  of  the  century. 
Those  were  the  years  when  the 
ountry's  standard  of  living  went 
hrough  the  roof.  The  number  of  own- 
r-occupied  homes  in  the  U.S.  almost 
oubled,  from  17  million  to  33  mil- 
ion,  says  Levy.  Median  family  in- 

■  ome  in  1984  dollars  doubled  from 
14,100  in  1947  to  $28,200  in  1973. 

Since  1973,  however,  productivity 
growth  dropped  below  1%  a  year 
nd  has  revived  only  slightly  in  recent 
ears.  Real  median  family  incomes 
.latched  the  1973  number  for  the  first 
ime  only  last  year.  Per  capita  income 
;ias  grown  20%,  fueled  not  by  in- 
reases  in  productivity  but  by  the  en- 
rance  into  the  labor  force  of  tens  of 
Qillions  of  women.  Thus  the  econo- 
ay  grew  in  real  terms,  but  real  wages 
nd  family  incomes  did  not. 
It  was  during  this  period  that  the 
reat  transfer  of  wealth  from  the 
oung  to  the  old  accelerated.  It  did  so 
■rimarily  in  two  ways:  Social  Security 
■ '  ayments  and  real  estate  prices. 

Social    Security    payments    were 
'  wollen  as  the  proportion  of  older  peo- 
!ile  eligible  for  benefits  increased.  In 
'he  late  1940s,  13  workers  supported 
ach  Social  Security  recipient.  Today 
bere  are  only  3.4,  and  by  early  next 
entury  there  will  be  around  2  work- 
■rs  to  support  each  beneficiary.  In 
!  972    the     benefits     were     indexed 
'gainst  inflation.  Social  Security  tax- 
i's had  to  rise,  and  they're  paid  not  by 
■  he  retired  but  by  those  still  working. 
Because  Social  Security  was  labeled 
>Ji  entitlement,  with  people  paying 


into  the  fund  and  drawing  from  it 
after  retirement,  retirees  came  to  be- 
lieve it  was  just  their  own  money  they 
were  getting  back.  Not  so:  Today's 
retirees,  says  Phillip  Longman,  the 
32-year-old  author  of  Bom  to  Pay,  will 
collect  between  2.5  and  4  times  as 
much  as  they  contributed,  after  ad- 
justing for  the  interest  they  would 
have  earned  had  they  invested  it 
themselves.  He  cites  a  Congressional 
Research  Service  study  showing  that 
a  typical  1986  retiree  who  had  paid 
the  maximum  tax  required  during  his 
working  life  would  recover  his  contri- 
butions in  just  21  months — by  Octo- 
ber 1988,  he'd  have  got  his  money 
back  but  would  then  go  on  taking  for 
as  long  as  he  lived.  By  contrast,  to- 
day's 25-year-old  will  be  lucky  to  get 
back  98  cents  per  $1  paid  in. 

What  makes  matters  worse  is  that, 
by  any  reasonable  measure,  a  remark- 
able number  of  Social  Security  recipi- 
ents do  not  need  the  supplement.  Ac- 
cording to  David  Koitz,  social  policy 
specialist  at  the  Congressional  Re- 
search Service,  4.4  million,  or  18%,  of 
the  24  million  households  receiving 
benefits  in  1986  had  other  retirement 
income  of  $25,000  or  more.  That  sum 
was  almost  16%  higher  than  the  me- 
dian income  of  all  full-time  workers. 
Almost  1.2  million  had  other  retire- 
ment income  over  $50,000  in  1986. 

Increased  Social  Security  benefits 
were  based  on  the  premise  that  wage 
growth  would  continue  indefinitely. 
A  1967  article  in  Newsweek  by  another 
MIT  Nobel  laureate,  Paul  Samuelson, 
concluded  approvingly:  "A  growing 
nation  is  the  greatest  Ponzi  game  ever 
contrived."  What  Samuelson  evident- 
ly forgot  was  that  all  Ponzi  schemes 
eventually  collapse,  leaving  the  last 
investors  holding  the  bag. 

To  pay  for  the  generosity  to  the 
elderly.  Social  Security  taxes  have  ris- 
en astronomically.  In  1958  the  maxi- 
mum tax  was  under  $95.  This  year  it 
will  be  almost  $3,380.  Employers 
must  kick  in  an  equal  amount,  which 
is,  of  course,  passed  on  either  in  high- 
er prices  or  in  reduced  profitability. 

The  taxes  have  gone  up  faster  since 
1983,  when  Congress  decided  to  in- 
crease the  reserves  of  the  Social  Secu- 
rity trust  fund  in  order  to  prepare  for 
the  day  when  the  baby  boomers  begin 
to  retire.  Now,  instead  of  each  year's 
taxes  going  to  pay  mainly  that  year's 
benefits,  as  before,  surpluses  are  pil- 
ing up.  Senator  Daniel  Moynihan 
(D-N.Y.)  recently  boasted  that  the 
fund  now  generates  a  surplus  of  over 
$109  million  a  day,  or  $40  billion  in 
1988  (reducing  the  budget  deficit  by  a 
like  amount,  since  the  two  accounts 
are  pooled  for  reporting  purposes).  By 
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Percent  of 
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45  to  54 

9.4% 


35  to  44 

13.7% 


25  to  34 

17.8% 


under  25 

37.8% 


National  defense 

27.6% 


Agriculture 

3.2% 


Transportation 

2.8% 

Net  interest 

13.7% 


Education 


2.3% 


All  other  services 


23.2% 


1986 


Souices:  U.S.  Bureau  of  the  Census;  Office  of 
Management  a)  Budget,  The  Budget  of  the 
U.S.  Government,  Annual, 
unpubhshed  data  and  estimates 


People  over  65  comprise  12% 
of  the  population  but  receive 
27%  of  all  federal  qiending. 
Exclude  national  defense, 
interest  on  the  national  debt 
and  spending  abroad,  and 
the  elderly  get  some  48% 
of  federal  domestic 
spending. 
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With  a  first  name  like  Bell,  its  no 
surprise  Bell  Atlantic  is  in  the  telephone 
business.  But  what  is  surprising  is  how  much 
more  than  telephone  ser\'ice  Bell  Atlantic 
provides  businesses  around  the  world. 

Did  you  know,  for  example,  thou- 
sands of  businesses  come  to  us  every 
year  to  help  them  find  better 
ways  to  manage  their  information? 
What  they've  discovered 
IS  Bell  Atlantic  has  the  people  and  the 
technological  expertise  to  design  voice  and 


LINKING  UP  AT 
WESTINGHOUSE. 

When  i^tbtinghouse  needed 
high-capacity  voice  and  data 
transmission  services  to 
connect  its  23  different 
business  units  worldwide, 
Bell  Atlantic  came  to  their 
assistance.  We  provided  the 
local  fiber  network  and  high- 
capacity  links  necessary  to 
make  their  internal 


data  networks  to  meet  their  individual  nei 

Here's  something  else  you  should] 
know  about  us.  We're  the  leading  indepen- 
dent computer-maintenance  organization  inl 

Most 


is  unhea 


the  world.  To  our  over  45,000  customers 
we're  known  as  Sorbus*^'  And  we  senice  ove 
3,000  makes  and  models  of  computers  and  ■ 


communications  system  reliable, 


communications  systen 
speedy  and  cost-efficient 


THANK  YOU.  FAINEWEBBER. 
When  PaineWebber  needed  a  computer -maintenance  -■uur 
that  could  increase  their  computer  uptime  without  lettn, 
them  down,  they  sought  out  Bell  Atlantic's  Sorbus.  Toda\ 
Sorbus  maintains  over  500  IBM  terminals  in  PameWebbi 
metropolitan  Manhattan  offices  alone,  including  pnntt 
needed  for  buyandsell  orders  and  late-breakmg  nev. 
Because  Sorbus  has  a  dedicated  field  engineer,  on-s 
maintenance,  m  most  instances,  is  performed 

less  than  one  hd 


¥XU..IfT7T-^^yil 


DATA  COMMUNICATIONS  ( 


TELECOMMUNICATIONS  SERVICES 


ipherals,  from  mainframes  to  modems.  In 
ct,  we  service  more  IBM  computers  than 
lybody. . .  except,  of  course,  IBM. 

And  if  you  think  all  you  can  lease 


mat  we  do 


from  us  are  phone  lines,  think 
about  this:  our  leasing  and  financ- 
J^^m      ing  companies  can  supply  your 
usiness  with  anything  from  desks  to 
esktop  computers,  corporate  helicop 
.  rs  to  commercial  airliners. 

To  make  all  of  these  unheard 


of  things  happen.  Bell  Atlantic  has  over 
79,000  unsung  heroes.  They  are  our  employ- 
ees, each  trained  to  help  you  communicate 
better  so  you  can  conduct  business 
better  To  hear  more  about  all  of 
the  unheard-of  things  they 
can  do  for  your  business,  call 
us  anytime,  24  hours  a  day 

1-800-444-8838 


GETTING  AMERICAN  OFF  THE  GROUND. 

American  Airlines  relies  on  Bell  Atlantic  for 

something  just  as  vital  as  its  phone  service 
I  —airplanes.  Through  Bell  A  tiantic  Capital 
[Corporation's  TriCon  Leasing  subsidiary,  American  leases  DC-9s  and  Boeing 

767s.  Fact  is,  even  if  they  needed  something  other  than  a  plane,  like  a  plain 

new  desk,  they  could  get  it  through  Bell  Atlantic  Capital  Corporation. 


I 


li» 


Bell  Atlantic 

We're  More  Than  Just  Talk". 


'"^^''MUNICATI0NSP^■^■' 


COMPUTER  MAINTENANCE  tSI^" 


FINANCING  &  LEASING rTTl^" 


^r- 


IP  are  getting  richer 


Wealth  of  all  age  groups  relative  to  45  lo  54  jge  g" -Jp  (thonsands  of  19-"  dollars! 


n  1977       □  1983 


35  to  44 


45  to  54 
age  group 


-$55       -50       -45       -40       -35       -30       -25       -20       -15       -10         -5  0  0        +$5      +10      +15      +20      +25      +30      +35      +4| 

Source  "The  Distribution  of  Wealth  Among  Families:  Increasing  Inequality!" — Susan  Wachter.  Univ  of  Pennsylvania,  lohn  Weicber.  American  Enterprise  Institute.  12/t 


Take  someone  between  the 
ages  of  45  and  54,  the  peak 
period  of  earning  power. 
Eliminate  all  other  factors,  like 
education,  occupation,  race 
and  family  status,  leaving  age  as 
the  only  variable.  Now  ask, 
how  does  the  wealth  of  the 
young  and  the  old  compare 
with  those  in  the  45  to  54  age 
group?  Not  surprisingly,  the 
young  are  a  lot  poorer,  but 
between  1977  and  1983,  on 
average,  they  gained  a  little 
ground.  The  old,  in  contrast, 
increased  their  wealth 
dramatically.  Not  only  did  the 
old  get  richer,  but  the  relative 
fjBsp  between  the  young  and  the 
old  widened  significantly. 


the  year  2010,  the  fund  is  supposed  to 
have  a  surplus  of  $4.5  trillion. 

Supposed  to  have.  Who  can  believe 
that  politicians  will  keep  their  hands 
off  such  a  honeypot?  Already  Senator 
William  Armstrong  |R-Colo.)  has  in- 
troduced a  bill  to  pay  benefits  to  ev- 
eryone over  65,  whether  or  not  they 
have  retired.  The  cost,  he  says,  is 
"only  a  fraction  of  the  projected  trust- 
fund  surpluses."  Columnist  lane  Bry- 
ant Qumn  commented;  "Remember 


2iS 


that  phrase;  it  will  become  a  refrain." 
The  refrain  will  strike  a  sour  note 
with  younger  workers.  "Those  taxes 
are  literally  pushing  young  people 
into  poverty,"  says  author  Longman. 
"Even  someone  coming  from  a  liberal 
perspective  begins  to  wonder  how 
this  crown  jewel  of  the  welfare  state  is 
really  serving  liberal  ends  when,  at 
least  much  of  the  time,  it's  making 
poor  young  people  poorer  and  rich  old 
people  richer." 

Part  of  the  increased  burden  of  So- 
cial Security  payments  has  gone  to 
finance  Medicare.  Created  by  Con- 
gress in  1965  to  insure  the  elderly 
against  the  often  crippling  cost  of 
health  care,  the  program  was  expected 
to  cost  $8.8  billion  in  1990.  Even  ad- 
justing for  inflation,  the  estimate  was 
appallingly  wide  of  the  mark.  Medi- 
care expenditures  this  year  will  be 
around  $89  billion.  By  1990  they  are 
now  projected  to  be  over  $111  billion 
(see  c/xirt,  p  JJ-4). 

Both  Social  Security  and  Medicare 
have  helped  the  elderly  to  keep  their 
wealth  intact  by  easing  the  drain  on 
their  assets.  "These  programs  are, 
first  and  foremost,  asset  protection 
programs,"  says  Longman.  "The  very 
things  that  the  elderly  in  the  past 
saved  for  now  get  absorbed  by  Social 
Security  and  Medicare." 

Thus  have  rising  payroll  taxes  di- 
rectly transferred  wealth  and  income 
from  the  young  to  the  old.  Indirectly, 


rising  real  estate  prices  have  done  t| 
same.  Prices  erupted  in  the  1970s 
cause  of  inflation,  baby  boomer  (| 
mand  and  speculative  frenzy.  Toi 
the  median  home  costs  $120,000,  il 
cording  to  the  National  Associati] 
of  Home  Builders,  versus  $18,000 
1963.  Even  adjusted  for  inflation,  t| 
median  home's  price  has  increa 
72%.  The  down  payment  alone 
become  an  insurmountable  barrier 
many  of  the  young. 

In  the  mid-1950s,  Maryland's  Le| 
says,  a  30-year-old  man  could  ca: 
the  payments  on  the  median-pri 
house,  including  taxes  and  insuram 
on  14%  of  his  median  gross  inco 
even  if  his  wife  did  not  work.  Toda 
would  take  41%.  Granted,  the  medi 
house  is  a  better  one  than  the  medi 
house  of  30  years  ago,  but  not  t 
times  better.  In  fact,  keeping  the  qu 
ity  of  a  typical  first  home  consta 
Harvard's  William  Apgar  Jr.  fouj 
that  carrying  costs  took  a  46%  larg 
share  of  income  between  1967  ai 
1987  (see  dxtrt,  p.  232). 

Who  benefits  from  the  rising  cost 
real  estate?  The  sellers,  who  typical 
bought  those  houses  years  and  eV' 
decades  ago  at  a  fraction  of  their  ci 
rent  value.  The  burden  new  hor 
buyers  bear  puts  money  directly  in 
the  pockets  of  the  sellers. 

Besides  rising  payroll  taxes  ai 
higher  housing  costs,  there  is  a  thi 
factor  in  the  transfer  of  wealth  to  tl 
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WHEN  I S/Y  SHARP  1 
I  MEAN  BUSINESS!" 


^' 


iitMbv  Dawn  An 


From  a  bear  market  to  a  bull  market,  from  Wall  Street 
Jain  Street,  Sharp  means  business. 

Right  now,  all  over  America,  more  Sharp  fax 
J  lines  are  being  bought  than  any  other  brand.  Sharp 
I  ging  up  the  most  electronic  cash  register  sales  in  the 
"  •fry.  Sharp  computers  are  breaking  sales  records. 


1986  Sharp  Electronics  Corp 


Sharp  copiers  are  rated  number  one  in  the  country  for 
copy  quality.  And  Sharp  business  calculators  are  the 
number  one  sellers,  coast  to  coast. 

That's  why,  whether  you're  a  bull  or  a  bear,  you'll 
find  that  Sharp  is  the  best  in  the  market. 

Call  1-800-BE-SHARR  and  we'll  tell  you  more. 


® 

FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS- 
SYSTEMS  •  CALCtlLATORS*  COMPUTERS  •  COPIERS  •  ELECTRONIC  CASH  REGISTERS  &  TYPEWRITERS  •  FACSIMILE  MACHINES  •  LASER  PRINTERS 


Jhe  new  ari 


Poverty  rate  (percent) 


40% 

36 

32 

28 

24 

20 

16 

12 

8 

4 


7i"!i4ii^ 


Persons  o5  years  and  alder 


A!l  persons 


-60 


■65 


■'0 


■75  ■SO  '85         '87 
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elderly.  In  1960  medical  care  con- 
sumed just  5%  of  the  gross  national 
product;  today  it  consumes  12%.  And 
older  people  are  the  biggest  consum- 
ers of  medical  care.  In  1984,  the 
Health  Care  Finance  Administration 
estimates,  private  expenditures  on 
health  care  totaled  almost  $350  bil- 
lion. Of  that,  the  11.7%  of  the  U.S. 
population  that  was  over  65  con- 
sumed almost  34%.  Since  1984,  the 
proportion  has  increased  even  further. 
Put  another  way,  the  old  consume 


four  times  as  much  in  health  care 
services  as  do  those  below  the  age  of 
65.  But  health  insurance  rates  are  ac- 
tuarially based.  The  costs  are  spread 
over  the  whole  population.  "A  few 
years  ago  I  didn't  have  a  family  doc- 
tor," says  a  still-working  executive 
who  is  67.  "Now  I  have  four  or  five. 
From  my  costing  the  company  insur- 
ance carrier  almost  nothing,  1  am  now 
costing  It  thousands  of  dollars  every 
year."  Even  when  employers  pay  for 
insurance,  as  many  do,  employees  pay 


Thanks,  but  no  thanks 


One  senior  citizen  who  is  frank- 
ly appalled  by  the  income 
transfers  from  the  young  to  the  old 
is  Cal  Nordstrom,  69,  a  retired  em- 
ployee of  Union  Pacific.  Nord- 
strom was  a  petroleum  engineer 
for  Union  Pacific  from  1948  to 
1971,  then  switched  to  a  Union 
Pacific  subsidiary  until  1974.  Since 
then  he's  been  in  business  for  him- 
self. As  a  result,  he  is  entitled  to 
both  Social  Security  and  a  federal 
Railroad  Retirement  pension.  Ac- 
cordingly, Nordstrom  and  his  wife 
could  now  be  pulling  down  $1,275 
per  month.  When  he  worked  out 
how  much  he  would  be  getting,  he 
refused  both  pensions. 

By  Nordstrom's  figures,  he  and 
his  wife  had  contributed  a  total  of 
$32,113  into  both  funds,  including 
the  employers'  matching  contribu- 
tion. They  would  have  recovered  it 
within  two  years  and  five  months. 

The  Nordstroms  did  still  more 


arithmetic.  They  reckon  they  paid 
$155,281  in  federal  income  taxes 
from  1948  through  1984.  Indexing 
the  benefits  at  3%,  they  would 
have  got  all  of  it  back  in  less  than 
12  years — about  5  years  short  of 
their  life  expectancy.  "That  means 
we  literally  would  never  have  sup- 
ported the  government,  and  that's 
wrong,"  Nordstrom  says.  "What 
we're  trying  to  do  is  point  out  that 
the  Social  Security  and  Railroad 
Retirement  funds  are  too  generous 
to  our  generation  at  the  expense  of 
the  next  generation."  He  says  he 
and  his  wife  have  paid  for  their 
house  and  live  comfortably  on 
their  other  income  of  at  least 
$30,000.  "We're  not  denying  our- 
selves anything." 

How  have  his  former  colleagues 
reacted:  "They  think  we're  stu- 
pid," says  Nordstrom.  "Maybe  we 
are.  But  we're  simply  trying  to 
make  a  statement." — S.N.C. 


In  1959,  35.8%  of  people  over 
65  lived  below  the  poverty  line 
compared  with  26.9%  of 
children  under  18.  By  1987  the 
situation  had  changed.  M^ 


i 
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through  smaller  wage  increases- 
the  public  through  higher  prices. 
That  the  standard  of  living  in 
country  hasn't  actually  fallen,  gi 
the  vast  increase  in  retired  peopl 
due  largely  to  the  increased  numl 
of  two-wage-eamer  families.  In  19' 
18%  of  wives  worked.  In  1987,  5 
did.  The  net  effect  has  been  to 
mother  to  work  to  support  graml 
and  grandma.  That  allowed  the  fair 
to  continue  living  well  in  spite  of 
big  increase  in  payroll  taxes  and  ho] 
ing  costs.  Couples  marry  later 
have  fewer  children,  and  that  allc 
them  to  keep  per  capita  income  risi 
In  the  1950s  and  1960s  the  typi 
family  had  one  earner  and  three  el 
dren.  The  baby  boom  families  h. 
two  earners  and  fewer  than  two  cl 
dren.  But  that  will  eventually  h 
their  children,  because  the  boom 
will  retire  when  their  children 
younger  and  have  less  income. 

None  of  this  is  to  argue  against 
need  for  Social  Security.  Brand 
University's  James  Schulz  points  ( 
that  many  of  the  elderly  are  be 
kept  just  above  the  poverty  line. 
Social  Security.  While  44%  of  the 
derly  have  financial  assets  greai 
than  $50,000,  he  says,  25%  have 
sets  of  less  than  $3,000.  And  many 
the  elderly  live  in  fear  of  a  long-te 
illness  that  could  wipe  out  their 
sets.  The  recently  passed  catastropl 
health  insurance  act  will  go  a  Ic 
way  toward  solving  that  problem,  1 
it  does  not  cover  noncritical  care 

The  problem  clearly  lies  in  t 
whole  concept  of  entitlement,  whi 
says  everyone  is  entitled  to  the  sai 
benefits  from  Social  Security  whetl 
he  needs  it  or  not.  This  is  a  luxury  t 
nation  can  no  longer  afford. 

To  a  degree,  entitlements  are  trai 
ferring  money  from  the  needy  you 
to  the  comfortable  old.  There  are 
enormous  number  of  children  livi 
in  poverty.  Yet  University  of  Penns 
vania  demographer  Samuel  H.  Pri 
ton  calculated  that,  in  1983,  the  fed 
al  government  spent  ten  times 
much  per  capita  on  the  elderly  as 
children.  That  proportion,  he  says, 
larger  today.  "The  United  States  h 
become  the  first  society  in  history 
which  the  poorest  group  in  the  pop 
lation  are  the  children,  not  the  agec 
Senator  Moynihan  has  observed, 
person  6  years  or  younger  has  sev 
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Merrill  Lynch  makes  it 
sasier  to  mind 
/our  own  business. 


PIANMN$ 


'^^/fe^^ 


If  you  could  handle  all  your  financial  needs  in 
one  place,  you  could  spend  less  time  running 
from  bankers  to  brokers  to  insurance  agents 
and  more  time  running  your  business. 

That's  why  Merrill  Lynch  offers  a  full  range 
of  business  financial  services.  So  your  Merrill 
L)mch  Financial  Consultant  can  discuss  your 
needs  with  you,  and  provide  you  with  innova- 
tive solutions. 

We  can  help  integrate  and  coordinate  di- 
verse financial  activities-cash  management, 
investments  and  loans-with  a  Working  Capital 
Managements"'^  Account. 

We  can  help  you  make  flexible  financing  and 
leasing  arrangements  for  new  equipment.  And 
provide  you  with  tax-advantaged  investment 
programs. 

We  can  help  you  establish  retirement  plans 
and  use  different  types  of  business  insurance 
to  help  build  and  protect  your  personail  wealth. 

And  we  can  arrange  for  valuation  and  busi- 
ness brokerage  services  to  help  you  under- 
stand and  realize  the  full  value  of  what  may  be 
your  single  largest  asset:  your  business. 

To  receive  a  copy  of  our  brochure,  "How 
Merrill  Lynch  Can  Help  You  Run  Your  Business 
More  Effectively,"  send  your  business  card  to 
J.  Arthur  Urciuoli,  Director,  Merrill  Lynch 
Business  Financial  Services,  Suite  9042, 
Princeton,  N  J.  08543-9042. 

Put  our  business  financial  services  to  work 
for  you,  so  you  can  get  back  to  business. 


Lynch 

A  tradition  of  trust. 


©1988  Merrill  Lynch  Business  Financial  Services  Inc. 


Heavier  loads^fioi  young  shoulders 


Income,  price  of  house,  aftertax  cash  cost  ($thousands) 


Mortgage  rate 


$70 


15% 


■67  '69  '71  '73  '75  77  79  81  Si  85  87 

Source:  loint  Center  for  Housing  Studies  of  Harvard  University 


Every  home  buyer  has  been 
affected  by  the  huge  increase  in 
home  prices,  but  first -time 
buyers  have  been  hurt  worst  of 
all.  In  1967  it  would  have  taken 
$3,300  to  make  a  20%  down 
payment  and  22%  of  the 
median  young  home  buyer's 
income  to  carry  the  aftertax 
cash  cost  of  the  mortgage, 
taxes,  insurance,  utilities  and 
maintenance  (adjusted  for  tax 
deductions).  By  1987,  despite 
the  recent  decline  in  mortgage 
rates,  it  cost  over  32%  of 
income  to  carry  the  same 
house — an  increase  of  46%. 
Worse,  the  down  payment  had 
climbed  to  $13,400,  an  amount 
out  of  reach  of  an  increasing 
number  of  young  families. 


times  a  greater  likelihood  of  being 
poor  than  a  person  65  or  older." 

Yet  we  are  all  dependent  on  the 
ability  of  our  children  to  increase 
their  productivity  and  get  the  econo- 
my growing  faster.  "The  next  genera- 
tion of  elderly  depends  on  how  well 
today's  kids  do,"  says  Longman,  who 
is  a  former  research  director  of  Ameri- 
cans for  Generational  Equity.  "It's  a 
cruel  thing  to  say,  but  the  money 
spent  on  the  elderly  is  basically  a  debt 
come  due.  It  may  be  a  very  important 
debt,  it  may  be  a  debt  we  should  never 
break,  but  nonetheless  it  is  a  debt. 
Whereas  the  money  you  spend  on 
children  is  an  investment,  and  one 
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that  ultimately  rebounds  to  the  bene- 
fit of  the  elderly." 

Are  there  ways  to  alleviate  the 
problem?  There  are,  but  every  politi- 
cian who  has  tried  to  do  so — from 
Barry  Goldwater  to  David  Stock- 
man— has  been  shouted  down. 

The  trouble  is  that  most  proposals 
for  slowing  the  transfer  of  wealth  to 
the  elderly  involve  taking  money 
away  from  the  highly  articulate  and 
politically  aware  middle  class.  Repre- 
sentative Timothy  Penny  |D-Minn.| 
talks  of  leveling  the  cost  of  living  ad- 
justments in  Social  Security  to  a  spe- 
cific dollar  amount.  If  a  4%  COLA  or 
an  average  of  $20  per  month  is  called 
for,  he  would  give  $20  to  all  recipi- 
ents, so  those  with  lower  monthly 
payments  get  proportionately  more. 

Here  are  some  progressively  more 
radical  reforms: 

•  Eliminate  the  COLA  altogether  and 
return  to  the  pre- 1972  basis.  We  re- 
cently were  treated  to  the  sight  of 
both  presidential  candidates  scurry- 
ing away  from  any  such  idea. 

•  Congress  has  already  increased  the 
age  for  the  payment  of  the  first  full 
benefit  to  67.  Penny,  36,  proposes  rais- 
ing It  to  70  for  his  generation. 

•  Reset  the  actuarial  tables  so  each 
recipient  gets  an  interest-adjusted  $1 
for  every  $1  paid  in,  and  no  more. 

•  Stop  paying  those  whose  other  re- 
tirement income  exceeds  the  median 
worker's.  That  would  have  saved  $25 
billion  in  1986  alone. 

•  Return  the  system  to  its  original 
social  purpose — as  a  safety  net.  In  oth- 
er words,  stop  thinking  of  it  as  an 
entitlement  and  return  to  thinking  of 


it  as  insurance  against  poverty 
catastrophic  ill  health.  We  pay 
insurance  on  our  homes  each  year ;] 
don't  feel  robbed  if  there  is  no  fire 

John  H.  Makin,  director  of  fij 
policy  studies  at  the  American  En 
prise  Institute,  argued  in  a  recent  a 
cle  for  a  negative  income  tax  t 
would  send  a  government  check  to 
each  individual  out  of  poverty, 
estimated  that  it  would  take  just  2 
of    Social    Security    retirement   c 
lays — $187  billion  last  year — to 
everyone  over  65  out  of  poverty, 
eluding  those  now  living  below 
poverty  line  despite  Social  Securit 

Simultaneously,  we  could  restl 
full  IRAs  and  encourage  people 
save  for  their  own  retirement. 

We  could  also  acknowledge  Soi 
Security  for  what  it  is— a  tax,  n 
savings  plan.  That  way  the  elderly 
stop  thinking  of  it  as  a  debt  they 
owed  and  the  young  can  get  a 
deduction  that  would  transfer  baci 
small  portion  of  the  wealth  they  1 
through  their  "contributions." 

"What  people  are  missing,"  s 
Longman,  "is  that  they  think 
check  is  coming  out  of  their  own 
count,  and  it's  not.  It  is  being  finan 
by  their  grandchildren  and  other  pi 
pie's  grandchildren.  If  they  knew  tq 
they  would  look  around  and  say,  'I 
see    people    who    need    this    moi 
worse  than  I  do.'  " 

But  the  very  young  can't  vote  <| 
the  elderly  vote  in  disproporti 
ate  numbers  to  their  share  of  the  p 
ulation.  Nor  do  the  young  have  a  1 
by  to  counteract  the  organization  i\ 
the  money  of  the  American  Assoi 
tion  of  Retired  Persons. 

We  could,  of  course,  simply  res: 
ourselves   to   these   expenditures 
part  of  the  cost  of  civilization.  Yet 
not  at  all  clear  that  our  civilizat: 
can  afford  these  continued,  and  a 
pling,  transfers  from  the  young  to 
old.  At  the  moment  the  older  peo] 
through  organizations  like  the  AA! 
retain  the  upper  hand  politically.  I] 
the  way  things  are  going,  there's 
most  certain  to  be  a  backlash  amci 
the  ever  more  burdened  young 

Given  the  political  difficulties 
reducing  entitlements  for  the  elde; 
It  becomes  doubly  important  that 
adopt  policies  that  encourage  d 
nomic  growth.  Only  that  way  can  t 
nation  continue  to  take  good  care 
the  growing  proportion  of  elde 
without  unduly  burdening  their  ct 
dren  and  grandchildren.  The  v« 
worst  thing  we  could  do  would  be 
adopt  "populist"  solutions  that  wo>^ 
only  add  to  the  burden  while  simul^ 
neously  reducing  the  resources  av. 
able  for  dealing  with  it.  ■ 
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m  Leaseway  helps  mcyor  auto  manufacturers 
reduce  costs  through  integrated  logistics. 

I  ie  continual  need  to  reduce  costs  and  improve  productivity,  auto  manufacturers  are  looking  for  innovative  approaches  to 
I  ited  logistics  concepts. 

f  in  point.  The  inbound  transportation  and  distribution  of  parts  from  auto  suppliers  to  assembly  plants  has  become  very  costly 
)  creasingly  difficult  for  auto  manufacturers  to  manage. 

i  .olution.  Working  with  plant  personnel  and  suppliers,  Leaseway  designs  integrated  systems  utilizing  dedicated  orderly  pickup  on 
i;  in-time  basis.  Production  requirements  are  defined,  and  optimum  routing  and  scheduling  for  the  transportation  of  materials  are 
6  lined  through  logistical  analysis  and  technology.  Parts  are  consolidated  on 
ick  and  timed  to  arrive  when  actually  needed. 


N 


Shipments  can  be  delivered  directly 
to  the  plant  on  a  single  truck,  through 
a  relay  system  with  alternating  drivers, 
or  by  an  intermodal  system  involving 
truck  and  rail.  Electronic  data  inter- 
change capabilities  make  it  possible  for  information  to  parallel  the  movement  of  materials. 

The  result.  By  integrating  all  elements  in  the  supply  chain,  auto  manufacturers  can  realize  significant 
cost  savings  and  productivity  improvements. 

Inventory  costs  are  reduced.  So  are  costs  for  premium  freight,  in-plant  storage  space  and  material  handling. 
Productivity  is  improved  through  balanced  trailer  arrival  schedules  and  timely  receipt  of  data  for  each 
inbound  shipment. 

The  conclusion,  in  addition  to  providing  a  full  range  of  transportation  and  distribution  services  for  auto 
manufacturers  such  as  General  Motors,  Ford,  Chrysler,  Mazda,  Toyota,  and  Mercedes-Benz,  Leaseway  also 
works  with  hundreds  of  companies  in  a  variety  of  industries.  If  you're  looking  for  ways  to  reduce  costs  and 
improve  productivity  in  your  business,  we  can  help  with  our  innovative  and  integrated  logistics  concepts. 


Siing  your  business.  Leaseway  will  analyze  your  entire  distribution  system,  or  any  part  of  it.  And  recommend  a 

effective  solution  that's  custom- tailored  to  your  unique  needs. 

s'  how  a  working  relationship  with  Leaseway  can  help  make  your  business  more  cost-effective,  call  Charles  B.  Lounsbury, 

n  -  Vf^  at  1-800-428-0042.  In  Ohio,  1-800-428-0028.  Or  write 

i  vay  Transportation,  3700  Park  East  Drive,  Cleveland,  OH  44122. 

111800-428-0042. 


Leaseway 

Transportation. 

li  ly  Transportation  is  a  group  of  companies  providing  high- 
s' ;ost-effeclive.  physical  distribution  services  to  manufacturers, 
If  lors,  and  retailers, 

9  Leaseway  Transportation  Corp 


An  art  auction  is  often  front 
page  news.  Not  at  least  because 
of  the  astronomical  bids  which 
are  frequently  made. 

Many  a  florist  will  have  rub- 
bed his  eyes  <n  disbelief  when 
he  read  that  a  bunch  of  sun- 
flo«vers  was  worth  tens  of  mil- 


lions of  dollars.  Prices  are  still 
rising. 

And  so  is  the  importance  of 
knowing  whether  a  painting  is 
genuine  or  not. 

For  an  answer  specialists 
often  turn  to  Royal  Talens,  one  of 
the  largest  manufacturers 


of  fine  artist's  colors  and  part  of 
Akzo's  coatings  division. 

The  Centre  Pompidou  in  Paris 
is  one  of  them. 

Several  years  ago  three 
canvasses  hung  there  which  were 
attributed  to  Mondriaan.  But 
many  questioned  their  authen- 


ticity. That's  why  the;' 
Royal  Talens. 

Various  evidence  l<< 
perts  to  conclude  tha^ 
forgeries. 

Of  deciding  import 
the  pigment  analysis.  I 
a  sort  of  white  which, 
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^alens,  was  not  sold 
'J\  Yet  the  paintings  were 
jveen  1914  and  1921. 
jprds,  they  were  fakes. 
^20  conducts  an  enor- 
j  unt  of  research  in 
Is  as  well.  As  one  of 
s  leading  chemical 


companies,  with  70,000  people 
in  50  countries  active  in  chemi- 
cals, fibers,  coatings  and 
health-care  products,  we  invest 
hundreds  of  millions  of  dollars 
each  year  in  countless  research 
projects. 

Add  the  dedication  of  the 


people  at  Akzo  and  their  use  of 
advanced  techniques,  and  our 
research  often   results  in  new 
discoveries. 

Happily  most  of  them  do  not 
end  up  on  the  garbage  dump. 

For  further  information: 
Akzo  New  York,  (212)  382-5544. 


AK2D 


If  the  fear  of  inflation  is  receding  and  the  price  of  gold  is  weak,  wh 
are  Harry  Oppenheimer,  SamZell,  the  Bronfmans  and  other  astui 
investors  nailing  domn  big  positions  in  gold  mining  companies 


The  new  goldbugs 


By  Howard  Badnhsky 


ONE  mid-October  day,  four 
gold  stocks  appeared  among 
the  New  York  Stock  Ex- 
change's leading  price  percentage 
gainers.  Two  of  them — Battle  Moun- 
tain Gold  and  Ncwmont  Gold — each 
jumped  over  5%.  The  moves  added 
some  $180  million  to  Newmont's 
market  value  and  around  $50  million 
to  Battle  Mountain's. 

The  stock  price  moves  would  seem 
inconsistent  with  gold's  fundamen- 
tals. As  inflation  fears  have  waxed  and 
waned,  the  metal's  price  has  ebbed.  It 
currently  hovers  just  above  $410  an 
ounce,  down  from  a  peak  of  $497  late 
last  year.  Despite  this  retreat — or  per- 
haps because  of  it — several  shrewd  in- 
vestors have  begun  to  accumulate 
gold  shares.  Some  recent  examples: 
•  In  September  Toronto-based  Hemlo 
Gold  Mines  acquired  almost  10%  of 
Vancouver,  B.C.'s  Granges  Explora- 
tion, Ltd.  The  acquiring  company  is 


controlled  by  Noranda,  Inc.  and  the 
Edgar  and  Peter  Bronfman  family  in- 
terests. The  price — $7.5  million — was 
less  than  one-fourth  what  the  same 
stake  would  have  cost  a  year  ago. 
Granges  has  680,000  ounces  of  gold 
reserves. 

•  Last  September  Minorco  launched  a 
$4.9  billion  unfriendly  bid  for  the 
70%  of  the  shares  of  London-based 
Consolidated  Gold  Fields  Pic.  it 
doesn't  already  own.  Minorco  is  60% 
owned  by  companies  controlled  by 
South  Africa's  Harry  Oppenheimer. 
Among  ConsGold's  worldwide  gold 
holdings  is  its  49%  investment  in 
Newmont  Mining,  whose  major  asset 
is  90%  ownership  of  gold-reserve-rich 
(30  million  ounces)  Newmont  Gold. 

•  San  Francisco's  Homestake  Mining 
recently  acquired  70%  of  North 
American  Metals  through  a  tender  of- 
fer for  $24  million. 

•  Chicago-based  investor  Samuel  Zell 
IS  about  to  go  on  the  board  of  Toronto- 
based  Horsham  Corp.,  which  controls 
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American  Barrick  Resources,  a  go 
producer  with  large  gold  reserves 
Nevada.  Marshall  (Mickey)  Cohen 
Olympia  &.  York  Enterprises,  whii 
is  controlled  by  Canada's  billionai 
Reichmann  family,  in  Septemb 
went  on  American  Barrick's  boai 
Zell  is  paying  $10  million  for  h 
roughly  10%  interest  in  Horsham. 

What  do  Harry  Oppenheimer,  tl 
Bronfmans,  Sam  Zell  and  others  see 
gold?  And  now  of  all  times?  In  mai 
cases  they  see  fundamentally  soiu 
companies  whose  stocks  have  bet 
beaten  dowTi.  Since  August  1987, 
of  the  largest  North  American  go 
mining  stocks  have  lost  some  $7  b: 
lion  in  market  value.  The  stocks 
the  biggest  gold  producers  are  sti 
selling  at  little  more  than  half  the 
levels  of  15  months  ago.  The  sha 
prices  of  many  smaller  gold  compar 
stocks  have  been  decimated.  Galact 
Resources  slumped  from  13  to  5'/ 
Granges,  from  1 2  to  around  3  Vi.  Sa', 
investor  Sam  Zell:  "Now  may  not  be 
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Look  inside    ^- 
and  you'll  find  W4 

We've  integrated  more 
different  electronic  systems 
into  more  different  air- 
planes than  anyone  else  in 
the  world. 

Grumman's  X-29  ad-     ?■#» , 
vanced-technology  de-   *'•" 
monstrator  has  three  com- 
puters that  make  it  possible 
to  control  this  forward- 
swept-wing  airplane. 
Grumman  space-satellite 
systems  will  detect  and 
track  missiles  from  the  in- 
stant of  lift-off.  Our  elec- 
tronics have  doubled  the 
power  of  the  E-2C  Hawkeye 
every  five  years. 

Electronic  systems  make 
Grurnman  planes  the  best 
for  the  jobs  they  do.  And   ^ 
electronic  systems  are      *^. 
creating  new  opportunities  ^ 
for  Grumman. 

Only  GRUMMAN 
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Parker  puts  the  wo 


Ail 


When  motion,  /         y^^       /^// 

flow,  and 
pressure 
must  be 
controlled 
anywhere 
the  world, 
Parker  is 
there.  The 
world 
turns  to 
Parker 
because 
of  our 
leadership 
in  applying 
world-class 
technology  to 
increase  the 
quality  and 
reduce  the  cost 

of  motion- control  components 
and  systems. 

The  theater 
that  flies 

Step  into  the  "Tour  of  the  Universe"  in 
Toronto,  Canada,  and  enter  a  revolutionary 
new  concept  pioneered  by  Interactive 
Entertainment.  Surrounded  by  extraordinary 
film  and  sound  effects  representing  a  space 
shuttle  blast-off  and  flight,  you 
simultaneously  feel  every  movement  of  the 
flight  —  every  acceleration,  turn,  jolt,  and 
twist. 
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The  same  Parker  ted 
employed  on  advano 
simulators  is  now  pa 
new  worid  of  enteilai 
excitement. 


This  unique  theater  has  been  mounted  o 
genuine  flight  simulator,  capable  of  all  six 
degrees  of  motion  freedom.  With  constant 
and  precise  control  from  Parker 
hydraulics,  pneumatics,  and 
electromechanical  components, 
each  passenger  can  truly  "experience" 
space  flight  with  a  spine-tingling  sense  of 
reality  never  before  possible. 
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Vital  technolot 


motion 


\d  trucks  use 
ker  quality 
iiponenfs 

1  her  they're  manufactured  in  Kentucky 
1 1,  Ford  trucks  are  setting  the  standard  for 
:  ind  reliability. 

I  eason  for  this  is  a  new  combination  fuel- 
ater-  separator.  Designed  and  manufactured! 

f  er's  Racor  and  Brazil  Filter  divisions, 
t  er  units  help  eliminate  fuel 
r  nation  and  protect  expensive 

I I  vestments. 

I'und  the  world 
i  day  and  a  half 

-.1  itly  a  Gulf  stream  IV  business  jet  cut 
nes  off  the  around -the -world  speed 
}.:ompleting  the  airborne 
r  avigation  in  only  36  hours,  8  minutes, 
csds.  This  exceptional  aircraft  relies  on 
i"or  its  performance,  since  14  different 
1  )roducts  are  used  over  30  times 
^out  the  plane.  Parker  Bertea 
|.ce  supplies  the  primary  flight 
i,  utility  hydraulic  actuators,  fuel 
1  alves,  fuel  injection  nozzles,  fuel 
i  measuring  systems  and  central  aural 
r  computers. 

r  Parker  on  the  record-setting  Gulfstream  IV,  our 

5  e  on  virtually  every  military,  commercial,  and  general 

i  :raft,  and  space  vehicle. 


At  Parker,  we  stay  close  to  our 
customers  all  over  the  world. 
One  example:  Our  plants  in 
Brazil,  serving  the  new 
Ford  Truck  Plant. 


World-class 

financial 

performance 

As  a  $2.25  billion  worldwide  company, 
Parker  is  in  a  class  by  itself:  the  largest 
company  in  the  motion -control  industry  with 
excellent  growth  potential.  This  favorable 
position  has  been  reflected  in  recent  financial 
figures.  In  fiscal  1988,  Parker  set  new  records 
for  sales,  net  income,  earnings  per  share  and 
backlog.  Shareholders  have  benefitted  from 
32  consecutive  years  of  dividend  increases  and 
153  consecutive  quarterly  dividends. 

To  receive  our  Annual  Report,  write 
Parker  Hannifin  Corporation 
Dept.  FB-11,  17325  Euclid  Avenue 
Cleveland,  Ohio  44112-1290   (PH-NYSE) 


^{notion  and  control 


Parker 


Most  people 

don't  want  to 

make  a  career 

out  of  looking 

for  a  great 

hotel. 

We  do. 


SMALL  LUXURY  HOTELS 

Intimate  •  Elegant  •  Exquisite 

For  Reservations  (800|  34')  14S7 
Telex  •49S-'JS  16 
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A  mountain  of  gold  ore  at  Round  Mountain 
To  offset  loiper  prices,  more  production. 


George  Stcimiu 


H 


ow  do  you  run  a  business 
when  you  never  know  what 
the  selling  price  of  your  product 
will  be  when  it  finally  comes  to 
market?  You  use  futures  markets 
to  hedge.  Farmers  routinely  do 
this.  Now  several  gold  mining 
companies  arc  aggressively  trying 
to  insulate  their  earnings  and  prof- 
it margins  from  gold's  volatile 
price  by  hedging. 

Earlier  in  the  year,  when  gold 
was  $430  an  ounce  and  higher, 
many  prescient  producers  locked 
in  higher  prices  for  a  year  or  two  by 
selling  gold  forward  through  bul- 
lion dealers  and  hedgmg  through 
elaborate  options  transactions. 

To  maintain  its  ability  to  devel- 
op its  enormous  Carlin,  Nev.  gold 
reserves,  for  example,  American 
Banick  Resources  sold  gold  for- 
ward for  future  delivery  and 
bought  put  options  to  hedge  75% 
to  85%  of  its  1988,  1989  and  even 
1990  production.  It  secured  an  av- 


erage price  of  $430  an  ounce, 
which  is  well  above  the  current 
market  price.  Lac  Minerals,  too, 
has  hedged  75%  of  its  1988  produc- 
tion, at  an  average  price  of  $482. 

Not  everyone  is  sold  on  hedging 
most  of  several  years'  worth  of  gold 
production.  Some  companies,  in- 
cluding Echo  Bay,  won't  sell  for- 
ward more  than  25%  or  30%  of 
gold  production  in  any  single  year. 
"We  are  in  the  business  of  produc- 
ing and  developing  gold,"  says 
Echo  Bay  Chairman  Robert  Cai- 
man, "not  in  the  hedging  and  spec- 
ulating business."  Karl  Elers,  presi- 
dent of  Battle  Mountain  Gold, 
agrees.  Says  Elers,  "What  if  gold 
prices  turn  up  sharply  a  year  or  so 
from  now?  You're  giving  up  part  of 
the  upside."  But  then  Battle  Moim- 
tain  has  less  to  worry  about  than 
some  of  its  competitors:  Its  pro- 
duction costs  are  a  low  $140  per 
ounce,  compared  with  $250  and 
more  for  some  competitors. — H.R. 


bad  time  to  purchase  a  long-term  call 
on  gold." 

Mark  this:  The  investors  aren't  ex- 
pectmg  a  quick  turn  in  the  price  of 
gold.  Donaldson,  Lufkin  &  Jenrette's 
John  Tumazos,  who  shrewdly  told  his 
clients  to  get  out  of  gold  shares  late 
last  year,  thinks  gold's  price  will  aver- 
age only  $375  an  ounce  in  1989.  At  25 
times  anticipated  earnings,  he  warns. 


most  gold  stocks  are  still  overvalue 
The  recent  investors  are  aware  of 
possibility    but    aren't    overly    cot 
cemed.  They  are  taking  a  long-ter 
view.  They  seem  to  feel  that  prices  ( 
gold  stocks  have  taken  a  worse  bea^ 
ing  than  the  price  of  gold  itself. 

Pru-Bache  Capital  Funding's  mi 
ing  analyst  Nicolas  Toufexis  liker 
the  situation  of  gold  companies  todal 
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MICHIGAN 
IS  KNOWN  FOR 
ITS  BEAUTIFUL  WOODS. 

There  are  two  entirely  different  kinds  of  woods  thriving  in  Michigan's  climate.  The  lush, 
beautiful  forest  kind.  And  the  kind  that  comes  from  the  hardwood  dimension  industry.  Since 
1981,  $1.5  billion  have  been  invested  in  Michigan  by  forest  products  companies.  ■  Why 
Michigan?  Well,  for  one  thing,  this  is  where  the  resources  are.  Donald  LeBoeuf,  President, 
Cedar  River  Lumber  Co.  in  Powers  said,  "We  get  about  90%  of  the  timber  we  use  each  year 
here  in  Michigan"  And,  of  course,  there's  Michigan's  location.  Ronald  Hees,  President,  Cus- 
tom Forest  Products,  Inc.  in  Grayling  said,  "We  have  good  access  from  Michigan  to  markets 
throughout  the  United  States."  In  addition,  Michigan  has  a  trained  woodworking  labor  force 
who  work  at  competitive  rates.  ■  There  are  a  lot  of  other  reasons  why  Michigan  works  for  the 
wood  industry  —  too  many  to  go  into  here,  however.  So  for  more  information,  please  call 
(517)  373-8495  or  write  Doug  Ross,  Director  Michigan  Department  of  Commerce,  525  W 
Ottawa,  Lansing,  Ml  48909.  And  find  out  W/T^^T)  H?  A  T  C/^ 
why  Michigan's  woods  are  so  beautiful.      \\    Kj    Fx  Kj    iV  1   vl^  V  J 

KNOWN  FOR  OUR 
BEAUTIFUL  WOOD. 


MICHIGAN 

The  future.  Wfe're  making  more  of  it  here. 


Which  one  needs  a  money  manager  mor 


You  may  think  it's  the  wealthy  business 
executive. 

But  the  way  we  see  it,  his  barber  needs  a 
money  manager,  too. 

While  there  are  a  lot  of  financial  service 
companies  capable  of  helping  the  affluent,  only  a 
few  know  how  to  help  middle-income  families 
manage  their  hard-earned  dollars. 

That  is  a  market  we  know  better  than  anyone. 

At  Capital  \  lolding,  we've  built  a  business 
with  more  than  SIO  billion  in  assets  by  helping 
milliop.s  of  middle  Americans  manage  their  money. 

We  did  it  by  designing  products  to  fit  their 


financial  needs.  And  then  by  marketing  thos« 
products  through  our  affiliate  companies. 

Commonwealth  Insurance  and  Peoples  Se 
Insurance,  our  insurance  affiliates,  offer  life  ii 
ance  and  other  money  management  products 
through  local  agents  and  retail  service  centers 

Our  National  Liberty  affiliate  is  the  count 
leading  direct  marketer  of  life  and  health  insu 
ance.  We  also  use  direct  marketing  to  sell  pro 
perty  and  casualty  insurance  through  our  sub 
sidiary.  Worldwide  Insurance  Group. 

And  our  banking  affiliate.  First  Deposit 
Corporation,  provides  personal  credit  and 


ri 


j  )sit  products  through  the  mail. 

But  there's  also  another  side  to  our  success  as 

vy  managers. 

Over  half  our  invested  assets  come  from 
:  nulation  and  investments  products.  For 
a  \p\e,  our  Capital  Initiatives  subsidiary  markets 

vod  Guaranteed  Interest  Contracts  to  pension 
1  managers  and  trust  officers.  At  the  retail  level, 
3  l?rs  fixed  and  variable  single  premium  life 
5  .ance  and  annuities. 

Together,  these  affiliate  companies  make 
I  tal  Holding  a  unique  money  manager  with  a 
'  earned  repiftation  for  innovation  and  growth. 

i. 


Not  only  because  of  the  products  we  sell.  But 
because  we  never  forget  the  people  who  buy  them. 

If  you  want  to  know  more  about  us,  write  to 
Irv  Bailey,  President  and  CEO  of  Capital  Holding, 
680  Fourth  Avenue,  Louisville,  KY  40202. 


CapitaMolding 

Money  managers  for  5  million  people 

Capital  Initiatives  Corporation     Comnioituvalth  Life  Insurance  Company 

First  Deposit  Corporation     National  Libert}/  Corporation 

Peoples  Security  Insurance  Company     Worldwide  Insurance  Croup 


Is  a  bottom  at  hand? 


These  and  other  publicly  traded  gold  mining  companies  have  been  buying  sizable  gold  share  stakes.  What  to 
have  shed  $7  billion  in  market  value  since  last  year,  look  for?  Companies  with  low  mining  costs,  rising  gold 
Recently,  however,  some  shrewd  long-term  investors    production  and  strong  balance  sheets. 


Company 


Gold  ptoducdon 

thousands  of  ounces 

1988E  1989E 


Weighted     Current  Long- 

1988E         average          cash  Total  term  Market 

production      hedge  production  cash  debt*  value 

hedged          price            cost  ($mil)  (Smil)  ($mil) 


-Price  range- 


8/1/87  -  10/14/88 
high  low  recent 


Amax  Gold' 


236 


350 


85% 


$495/oz      $129/oz 


$28 


$0 


$1,020 


19V8 


9'/4 


17 


American  Barrick 


325 


425 


90 


430 


250 


138 


214 


1,035 


30% 


12% 


17% 


Battle  Mountain 


305 


340 


140 


80 


980 


27% 


12% 


15 


Echo  Bay  Mines 


550 


700 


21 


436 


241 


32 


165 


1,620 


30V8 


15Vi 


16% 


FMC  Gold^ 


302 


305 


122 


17 


745 


17% 


8'/2 


11% 


Freeport  McMoRan  Gold    250 


280 


187 


80 


570 


19^2 


10'^ 


13% 


Galactic  Resources 


70 


120 


27 


429 


282 


43 


155 


13% 


4^4 


5V» 


Granges  Exploration 


75 


100 


60 


490 


300 


13 


26 


80 


11% 


2% 


Homestake  Mining 


760 


900 


275 


243 


70 


1,350 


24 


12'^ 


14^4 


Lac  Minerals 


318 


330 


75 


482 


265 


224 


190 


890 


15'/4 


6% 


9% 


Newmont  Gold' 


830 


1,280 


211 


0.5' 


3,670 


48% 


27V8 


35 


Pegasus  Gold 


270 


300 


83 


425 


220 


51 


37 


300 


26% 


IOV4 


12% 


Placer  Dome 


800 


1,060 


35 


490 


240 


750 


111 


3,000 


21% 


lO'/e 


13 


'Amax  Gold  is  87%  owned  hy  Amax,  Inc     "FMC 
the  debt  is  secured  by  future  gold  produaion 


Gold  is  89%  ow  ned  b\  FMC  Corp     'NewTnont  Gold  is  90%  owned  by  Newmont  Mining     ^A  substantial  portion  of 
^Parent  Newmont  Mining  has  sizable  debt  and  cash. 


to  that  of  the  oil  companies  a  few 
years  ago.  Toufexis  explains  that  after 
oil — and  oil  stock — prices  collapsed, 
it  became  cheaper  to  buy  an  oil  com- 
pany's existing  reserves  on  Wall 
Street  than  to  explore  for  new  re- 
serves. Thus  the  wave  of  acquisitions 
that  began  in  the  early  1980s  and  con- 
tinued through  last  month's  auction 
of  Termeco's  oil  and  gas  reserves  for 
an  unexpectedly  large  $7  billion  plus. 

The  same  kind  of  consolidation  is 
starting  to  happen  to  gold  mining 
companies.  Securities  analysts,  not 
geologists,  will  do  the  prospecting. 
This  kind  of  prospecting  will  focus  on 
smaller  gold  companies  because  these 
generally  sell  at  far  lower  multiples 
than  the  big  ones.  Today,  says  Tou- 
fexis, the  bigger  gold  miners  com- 
mand cash  flow  multiples  that  aver- 
age about  50%  to  70%  higher  than  the 
smaller  and  privately  held  producers. 

In  other  words,  the  stock  market 
values  the  big  producer's  gold  produc- 
tion at  a  significant  premium  to  that 
of  a  smaller  or  privately  held  gold 
producer.  This  makes  sense.  Small 
producers  today  are  shut  out  of  the 
equity  market,  and  they  can't  sell 
low-cost,  off-balance-sheet,  gold  bul- 
lion-backed debt,  as  can  the  majors. 

For  example,  earlier  in  the  year 
Echo  Bay  Mines,  a  large  North  Ameri- 
can gold  producer,  raised  $70  million 
in  equity  in  a  share  issue.  Then  it 


bought  about  25%  of  the  shares  of  the 
Canada-based  Muscocho  group  stock 
for  $41  million  in  stock  and  convert- 
ible debt.  Muscocho's  gold  production 
will  be  only  40.000  ounces  in  1988 
but  will  jump  to  100,000  ounces  next 
year.  As  production  rises.  Echo  Bay's 
capitalization  price  per  ounce  of  Mus- 
cocho production  for  1989  will  be 
only  $1,000,  compared  with  Echo 
Bay's  own  market  capitalization  val- 
ue of  $2,300  per  ounce  of  production. 

Even  though  gold  prices  are  down, 
cash  flow  is  still  strong  as  mining 
companies  boost  production.  Listen 
to  Jean-Charles  Potvm,  mming  ana- 
lyst at  Bums-Fry  Ltd.,  a  Toronto- 
based  brokerage:  "If  gold  prices  were 
to  average  only  $375  an  ounce  next 
year,  the  50  North  American  gold 
mining  companies  we  follow  would 
still  have  cash  flow  of  around  $1.4 
billion."  With  substantially  higher 
production,  he  says,  even  at  that  un- 
likely price,  it  still  would  be  a  slight 
increase  from  the  same  companies' 
$1.3  billion  in  cash  flow  in  1987, 
when  gold  averaged  $435  an  ounce. 

Potvin  adds  that  many  gold  compa- 
nies are  loaded  with  cash.  Placer 
Dome  has  over  $700  million  in  cash; 
its  market  value  is  $2.6  billion.  Amer- 
ican Barrick  has  about  $140  million, 
and  Homestake  Mining  has  some 
$240  million  in  cash.  Battle  Mountain 
has  around  $80  million  in  cash  and  no 


debt.  Several  big  producers,  moreovei 
have  used  the  futures  markets  to  loci 
in  gold  prices  higher  than  today's  (se- 
box,  p.  240). 

Goldman,  Sachs  gold  analyst  Am' 
P.  Gassman  believes  a  consolidatioi 
among  gold  producers  is  under  way 
Strong,  well-financed  mining  compa 
nies  will  gradually  take  over  smaller 
underfinanced  gold  companies.  Ac 
cording  to  one  recent  report,  only  thi 
largest  half-dozen  or  so  producers  ii 
Australia,  Canada  and  the  U.S.  can  bt 
confident  of  fending  off  takeover  bid; 
over  the  next  few  years. 

In  the  consolidation  process,  the  hi} 
companies  will  have  to  pay  a  premi 
um  over  current  market  prices  to  bu^ 
gold  companies.  Minorco  offered  ; 
20%  premium  for  Consolidated  Gol( 
Fields. 

Not  surprisingly,  Minorco's  hostilt 
bid  has  met  furious  opposition  fron 
Consolidated.  At  gold  mining  compa 
nies  around  the  world,  strategies  fo: 
defense  and  attack  are  being  drawn 
With  the  big  money  on  the  prowl  fo; 
low-cost  reserves,  nobody  feels  saft 
these  days. 

But  why  own  gold,  with  inflation 
seemingly  under  control?  Look  at  ii 
this  way:  Even  with  4%  to  5%  infla 
tion,  compounding  annually,  papei 
money  depreciates  fairly  fast.  Sc 
when  you  can  buy  gold  shares  cheap. 
why  not  buy  them?  ■ 
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We're  already 

making  plans  for 

theyear2000. 


Consolidated  Freightways  is  one  freight  trans- 
portation company  that  keeps  its  eyes  firmly  on  the 
road  but  isn't  afraid  to  think  about  things  down  the 
road.  But  we've  been  doing  this  for  years.  After  all,  we 
pioneered  the  use  of  doubles.  \X'e  were  the  first 
to  provide  service  to  and  from  Canada,  Mexico  and 
Hawaii.  And  our  extensive  computer  system  is  the 
most  advanced  in  the  industry'.  In  fact,  we're  already 
experimenting  with  satellite  communications  between 
freight  terminals  and  our  central  computers.  And 
down  the  road  we're  planning  mobile  satellite  trans- 
mitters between  trucks  and  the  CF  computer  system. 
So  you  can  look  forward  to  superior  reliabilit\> 
increased  capacit}'  and  lower  cost.  At  CF,  the  year 
2000  isn't  science  fiction,  it's  business  fact. 


COnSOUDHTED 

FREiGKnunvsjnc. 


The 
Companif 


Miles  AHEAD 


BAM! 


Th 


[ev+ Wave  Begins! 


•  iv^^ 
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They're  in  the  wings.  Ready  to  intrigue  you. 
Excite  you.  Amuse  you.  Perhaps  even  disturb  you. 
These  are  the  outstanding  contemporary  artists  here 
for  the  Sixth  Annual  Next  Wave  Festival  at  BAM. 

The  Festival  runs  from  October  19  through 
December  17,  1988,  at  the  oldest  center  for  the 
performing  arts  in  the  United  States,  the 
Brooklyn  Academy  of  Music. 

Here  you'll  see  these  most  innovative  artists 
in  their  natural  environment  —  out  on  a  limb.  On 
wings  of  talent,  instinct  and  discipline,  they  soar. 
And  from  their  height,  they  bring  us  extravaganzas 
as  broad  as  the  United  States  itself,  as  bizarre  as  the 
journey  of  a  warrior  ant.  They  bring  us  their  satire 
and  drama,  their  music  and  dance.  From  earthy  to 
ethereal,  they  jolt  us  and  soothe  us  and  show  us  their 
view  of  our  lives. 

It's  no  wonder  why  we  support  The  Next  Wave 
Festival,  or  why  we  urge  you  to  call  BAM  today  at 
(718)  636-4100  for  tickets  to  all  14  of  these 
programs.  The  trails  artists  blaze  become  the 
highways  we  travel.  We  all  benefit  from  what  they 
discover.  And  in  the  process,  they  give  us  that  highly 
underrated  necessity,  grand  and  glorious  fun. 


•5)  Phihp  MoTu  Companiei  IfK 


Philip  Morris  Companies  Inc. 

Philip  Morris  U.S.A. 

Philip  Morris  International  Inc. 

General  Foods  USA 

General  Foods  Worldwide  Coffee  &  International 

Oscar  Mayer  Foods 

Miller  Brewing  Company 

Philip  Morris  Credit  Corporation 

Mission  Viejo  Realty  Group  Inc. 


I 


Some  ot  the  scenes  and  performers  from  the  1988  NEXT  WAVE  Festival,  pictured  clockwise  from 
upper  left:  Scene  from  Part  I  of  The  Warrior  Ant  written  and  directed  by  Lee  Breuer  with  music  by  Bob 
Telson,  photo  by  Martha  Swope  Associates/Linda  Alaniz;  Teatro  del  Sur's  Tango  Varsouiano.  photo 
by  Philip  Arnoult:  Valda  Setterfield  of  David  Gordon/Pick  Up  Co  .  photo  by  Andrew  Eccles;  Michael 
Moschen  in  Motion,  photo  by  Martha  Swope  Associates/ Linda  Alaniz;  Eiko  &  Koma,  photo  by 
Kazunobu  Yanagi. 


Unable  to  pull  fresh  bits  from  its  toy  chest, 
Mattel  is  falling  back  on  golden  oldies. 


Barbie  at  30 


By  Hare  Beauchamp 


BY  ANY  MEASURE,  Barbie's  vital 
statistics  amaze.  Since  her  de- 
but at  the  American  Toy  Fair 
in  New  York  m  March  1959,  nearly 
half  a  billion  Barbie  dolls  and  mem- 
bers of  her  family  have  been  sold  in 
the  U.S.  and  in  more  than  100  coun- 
tries around  the  world,  making  Barbie 
the  most  popular  toy  in  history.  This 
year  sales  of  Barbie  and  her  200-plus 
accessories  will  likely  reach  $450  mil- 
lion. In  short.   Barbie  is  holding  up 


well  as  she  nears  her  30th  birthday. 

The  same  unfortunately  can't  be 
said  of  Barbie's  parent,  $1  billion 
(1987  sales)  Mattel,  Inc.  In  the  past 
five  years  the  Hawthorne,  Calif. - 
based  company  has  endured  two  ma- 
jor bouts  of  financial  reconstructive 
surgery  and  three  management  teams. 
Sales  have  dropped  23%  since  their 
1982  peak  of  $1.3  billion  and  profits 
have  been  erratic.  In  1985  Hasbro 
overtook  Mattel  to  become  the 
world's  largest  toymaker.  In  the  past 
two  years  Mattel  lost  $121  million. 


reflecting  the  restructuring,  writeofil 
and  consumers'  indifference,  evel 
hostility,  to  many  of  its  new  toys.  Thl 
life-size,  talking  Baby  Heather  do| 
(price:  $100),  for  example,  has 
chronic  quality  problems. 

To  be  fair,  star  toys  are  hard  tl 
come  by  and  even  harder  to  manag( 
Fremont,  Calif. -based  Worlds  of  Wor  ■ 
der  rose  and  fell  on  Teddy  Ruxpin,  thjl, 
talking  bear.  When  Coleco's  Cabbag 
Patch  Kids  fell  out  of  fashion  the  coir 
pany  tried  to  expand  into  board  game 
and  in  July  filed  Chapter  11. 

Mattel  itself  was  zapped  when  th 
videogame  craze  of  the  early  Eightie 
died.  The  company  struck  gold  agai 
in  1985  with  its  Masters  of  the  Un: 
verse  action  toy  line  for  boys.  But  th 
fad  quickly  faded,  leaving  the  comp£ 
ny  with  excess  manufacturing  capac 
ty  and  a  bloated  corporate  payroll. 

In  fact,  Mattel  most  likely  wouldn 
be  alive  today  if  the  New  York  ver 
ture  capital  firm  Warburg,  Pincus  i. 
Co.  and  ally  Drexel  Bumham  had  rjc 
stepped  up  to  bail  it  out  of  its  videt 
game  nightmare.  Today  Mattel 
long-term  debt  is  64%  of  capital  an 
Warburg  owns  more  than  20%  of  Mai 
tel's  48  million  shares.  Drexel  clierl 
Columbia  Savings  &.  Loan  owni 
about  10%.  E.M.  Warburg,  Pincus  i 
Co.  Chairman  Lionel  Pincus  and  Vic| 
Chairman  John  Vogelstein  sit  on  Maij 


'Vs  board. 

I  You  could  hardly  blame  them  if 
ley  are  getting  a  bit  impatient.  War- 
iirg  paid  an  estimated  $7  each  for  its 
lares.  With  Mattel  recently  trading 
ound  $9  a  share,  that's  less  than  a 
D%  return  in  five  years. 
The  board  is  now  betting  on  John 
merman,  56,  Mattel's  chairman, 
ho  joined  the  company  in  1980  after 
;lliag  chewing  gum  at  Wamer-Lam- 
iTt  and  Ajax  cleanser  at  Colgate- 
almolive.  Amerman  took  over  last 
;ar  after  seven  years  as  head  of  Mat- 
:1  International.  During  his  tenure 

fdes  grew  fourfold  and,  unlike  Mat- 
e's domestic  operations,  the  division 

'  as  been  solidly  profitable;  about  half 

'■  Mattel's  sales  are  overseas. 

'  Amerman's  strategy:  Stress  profit- 
jility  over  revenue  growth,  hi  the 
ist  18  months  he's  closed  40%  of 
lattel's  manufacturing  capacity  (in- 
uding  factories  in  California,  Tai- 
an  and  the  Philippines).  He's  fired 
X)  people,  22%  of  the  headquarters 
aff,  saving  an  estimated  $30  million 
inually.  He's  pulled  out  of  children's 
/  programming,  refinanced  high-cost 

'  ;bt  and  cut  back  on  advertising. 
In   truth,    Amerman's   strategy   is 

'lore  inevitable  than  clever.  With  no 
legahits  on  the  horizon,  he  has  lit- 

'e  choice  but  to  concentrate  on  the 

'rength  that  is  left.  His  two  stron- 


Mattel'sjohn  Amerman 

No  megahits  on  the  horixon. 

gest  franchises  are  Barbie  and  the  20- 
year-old  Hot  Wheels  die  cast  cars  for 
boys.  Early  this  year  Amerman  intro- 
duced a  new  Hot  Wheels  line  of  cars 
that  change  colors  when  dunked  in 
water.  And  Barbie,  whose  gross  mar- 
gins are  estimated  at  50%,  has 
steadily  managed  to  beat  back  com- 
petitors like  Hasbro's  Jem  in  1986. 
This  year  Hasbro  is  back  with 
Maxie,  a  Barbie  clone.  In  tribute  to 
Barbie's   clout,    Maxie   is   also    llVi 


inches  tall  and  thus  can  wear  Bar- 
bie's clothes. 

This  fall,  as  well,  Amerman  became 
the  first  toy  chief  to  try  couponing, 
distributing  580  million  by  direct 
mail  and  magazine  inserts  and 
through  tie-ins  with  Kellogg's,  Kraft 
and  7-Up,  offering  $1  to  $5  off  on 
Mattel  products.  This  is  the  brain- 
child of  Robert  Sansone,  president  of 
Mattel  U.S.A.,  who  spent  24  years  at 
General  Foods,  a  company  that  knows 
a  thing  or  two  about  coupons.  And  on 
the  new  product  front,  Amerman  has 
tied  up  with  Disney  on  a  toy  line  for 
infants  and  preschoolers. 

For  now,  at  least,  all  of  this  seems 
to  be  working.  Despite  a  15%  drop  in 
revenues  for  the  traditionally  slow 
first  half  of  the  year,  Mattel's  earnings 
doubled  to  $3.5  million.  But  in  the 
volatile  toy  business,  Wall  Street 
wants  those  hits.  At  its  recent  $9 
price  Mattel  is  trading  at  just  seven 
times  estimated  1989  earnings  of 
$1.20  a  share..  Takeover  talk  has 
swirled  around  Mattel  for  years. 

It  would  only  take,  by  one  estimate, 
$750  million  to  buy  Mattel,  hardly  a 
daunting  figure  in  these  days  of  multi- 
billion-dollar  tenders.  But  while  Bar- 
bie's continuing  appeal  is  clear,  the 
rest  of  the  company  seems  to  leave 
buyers  cold.  And  at  the  age  of  30  Bar- 
bie isn't  getting  any  younger.  ■ 


Is  Less. 


More  space:  a  suite  instead  of  a  room. 

More  in  your  suite:  two  TVs,  a  suite  kitchen,  and  a 
mini  bar. 

More  included:  a  complimentary  full  breakfast  in  our 
restaurant;  a  Private  Manager's  Reception;  use  of  our  pool, 
whirlpool,  sauna,  and  exercise  equipment. 

All  for  the  cost  of  just  a  room  at  any  other  first-class  hotel. 

Which  means  less  impact  on  your  expense  report.  Or  on 
the  corporate  bottom  line. 

It's  Guest  Treatment,*  our  special  way  of  giving  you  more 
than  you  expect,  but  what  you  really  deserve. 

And  it's  only  at  a  Guest  Quarters*  Suite  Hotel. 

^  Guest 
Quarters 

SUITE  HCfTELS 

1-800-424-2900 

tor rescrvaaons |ln  Washington, DC.  call 861  (-AIOI 

YOU'LL  Come  To  Expect  Guest  Treatment* 

Minagcr's  Reception  not  available,  and  breakfast  served  m-smte  in  Washington,  DC  Some  lecreaaonal  facibaes  not  available  at  certain  locations. 


Get  Guest  Treatment  in: 

Alexandria,  VA 

Atlanta,  GA 

Austin,  TX 

BaltimoreAVashington 
Int'l  Airport,  MD 

Bethesda,  MD 

Boston,  MA 

Charlotte,  NC 

Ft.  Lauderdale,  FL 

Houston,  TX 

Tampa  Int'l  Airport,  FL 
Troy,  MI  (Detroit) 

Philadelphia,  PA  Area 
Philadelphia 
Int'l  Airport 

VaUey  Forge 

Plymouth  Meeting 

Washington,  D.C. 
2500  Pennsylvania 
Ave.,  N.W. 

801  New  Hampshire 
Ave.,  N.W. 

Coming  soon  to: 

Chicago,  IL 
Los  Angeles,  CA 
Waltham,  MA 
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Computers/ 
Communications 


Don  V  buy  a  printer  without  thinking  about 
how  to  get  supplies  for  it.  Your  thinking 
will  probably  lead  you  to  a  smart  little 
company  named  Aspen  Ribbons. 

Printer's  ink 


By  Fleming  Meeks 


A  FUNNY  THING  happened  on  the 
way  to  standardization  of  desk- 
b  top  computers.  While  hard- 
ware and  software  standards  have 
grouped  around  the  IBM  PC,  Apple's 
Macintosh  and  the  IBM  PS/2,  stan- 
dards for  computer  printers  are  virtu- 
ally nonexistent.  Hence,  the  10  mod- 


els of  dot  matrix  printers  currently 
sold  by  Epson  America — the  U.S. 
market  leader — use  10  different  print- 
er ribbons.  And  if  you're  a  computer 
dealer  selling  ribbons  for  the  41  dis- 
continued printer  models  Epson  has 
marketed  over  the  last  seven  years, 
you'll  have  to  add  another  13  different 
ribbons  to  your  inventory. 
All  told,  there  are  13,000  makes  and 
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models  of  computer  printers  ou 
there,  requiring  perhaps  500  sizes  ani 
shapes  of  printer  ribbons. 

Result:  a  costly  inventory  mess 
Each  of  Businessland's  96  stores  keep 
125  different  ribbons  in  stock,  ant 
Businessland's  catalog  lists  anothe 
75.  Why  should  you  care?  Because  yoi 
pay  dearly  for  this  variety.  Retailers 
inventory  costs  are,  of  course,  pass© 
along  in  the  form  of  higher  prices.  Oi 
top  of  them  are  the  user's  own  costs  o' 
figuring  out  which  ribbon  to  order  fo 
what  machine,  of  training  the  com 
putcr  maintenance  crew,  of  sendin, 
someone  back  to  the  stockroom  for  ail 
Epson  Model  LQIOOO  because  ai 
LQ2500  doesn't  fit.  A  spokesman  fo 
General  Motors'  EDS  subsidiary  say 
the  number  of  different  ribbons  in  us< 
there  is  "definitely  in  the  hundreds.' 

Out  of  this  confusion  comes  oppoi 
tunity.  Aspen  Ribbons,  of  Lafayette 
Colo.,  has  established  itself  as  a  nichi 
player  in  the  printer  aftermarket  b' 
selling  over  250  different  printer  rib 
bons  for  use  on  over  10,000  differen 
printers.  Roughly  half  of  the  printe 
ribbons  on  the  market  are  supplied  b" 
independent  ribbon  companies  Ilk* 
Aspen,  at  25%  or  more  off  the  prio 
from  the  original  equipment  manu 
facturer.  And  while  publicly  held  As 
pen,  which  earned  $1.4  million  oi 
sales  of  $18  million  in  fiscal  1988,  i 
not  the  largest  U.S. -based  supplier  o 
replacement  ribbons,  it  does  offer  om 
of  the  largest  selections.  Citing  a  one 
stop-shopping  marketing  strategy,  As 
pen  President  Peter  Williams  say 
Aspen's  ribbons  cover  nine  out  of  ta 
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,  len  Ribbons  President  Peter  Williams 
te-stop  shopping. 


1  the  printers  currently  in  use. 
But  variety  alone  is  not  enough.  To 
ep  up  with  the  constant  changes  in 
e  ribbon  market,  Aspen  added  three 
■zen  new  ribbons  to  its  line  this 
ar,  while  dropping  30  of  its  slowest 
lling  (models  with  unit  volume  be- 
A'  10,000  a  year).  Because  of  such 
reful    attention    to    the    market, 
pen's    sales    have    grown    nearly 
0%  over  the  past  five  years. 
I  There's  one  cloud  in  Aspen's  sunny 
I  v:  laser  printers,  which  seem  sure  to 
jrtake  ribbon-using  machines.  Wil- 
ms, however,  isn't  about  to  let  his 
mpany     become     the     high-tech 
uivalent  of  a  buggy  whip  manufac- 
rer.  How  successful  he  is  at  partici- 
ting  in  the  laser  business  is  of  some 
nsequence  not  only  to  his  share- 
Iders  but  to  computer  users  as  well. 
The  laser  printer  isn't  going  to  wipe 
t  the  ribbon  business  right  away, 
ipments    of   dot   matrix   printers, 
uch  rose  from  2  million  units  in 
82  to  4.7  million  in  1987,  have  lev- 
d  off.  Analysts  predict  just  1.3% 
nual   growth    through    1992.    The 
ler  ribbon-using  printer,  the  daisy 
iccl  printer,  has  already  seen  a  col- 
c  m  demand,  with  232,000  print- 
.  sold  last  year,  down  from  a  peak  of 
'.  million  units  in  1984.  But  so  long 
impact  printers  are  in  use,  their 
ncrs  will  be  buying  ribbons. 
The  future,  however,  decidedly  be- 
;s  to  laser  printers,  which  use  an 
i-trophotographic  process  like  that 
'  xl  m  xerography  and  run  more  qui- 
and  faster  than  impact  printers. 
in  20,000  in  1984,  laser  sales  will 


Ribbon  iiinding  table  at  Aspen 
Profiting  from  the  <Mttfusion. 


climb  to  a  projected  800,000  in  1988. 
That's  still  way  behind  dot  matrix 
printers  in  unit  sales,  but  in  dollar 
value  laser  printers  will  draw  even  at 
$3.6  billion  (see  chart). 

Can  Aspen  crack  this  market?  Us- 
ers should  pray  that  it  can.  Consider 
this  startling  fact:  A  Hewlett-Packard 
LaserJet  Series  11,  listed  at  a  retail 
price  of  $2,695,  really  costs  more  like 
$10,000.  Over  the  240,000-page  life  of 
the  printer,  you'll  spend  another 
$7,500  on  toner  cartridges,  which  list 
for  $125  each  and  are  rated  for  4,000 
pages.  Ink  for  $125? 

The  ink  is  so  expensive  because  Ja- 
pan's Canon  Inc.  has  a  near  monopoly 


on  it.  The  ink  itself  is  not  patented. 
But  Canon  furnishes  the  printing  "en- 
gine" for  about  75%  of  the  laser  print- 
ers currently  being  sold,  including  the 
two  most  popular  printers,  Hewlett- 
Packard's  LaserJet  Series  II  and  Ap- 
ple's LaserWriter  II.  And  Canon  has 
designed  the  engine  so  that  ink  can  be 
refilled  only  by  simultaneously  re- 
placing several  patented  parts.  While 
Apple  and  Hewlett-Packard  each  mar- 
ket the  interchangeable  ink  cartridges 
under  their  own  name,  the  sole  source 
for  these  cartridges  is  Canon. 

Computer  users  do  have  a  choice, 
however.  If  they  get  a  laser  printer 
using  the  rival  Ricoh  engine,  they  can 
get  their  ink  from  a  generic  source 
without  running  afoul  of  any  patents. 
Ricoh  engines  are  used  in  about  10% 
of  the  laser  printers  on  the  market, 
including  those  from  Digital  Equip- 
ment Corp.  and  Texas  Instruments, 
and  their  market  share  is  increasing. 
Aspen  Ribbons  sells  the  replacement 
ink  cartridge  for  these  printers.  Right 
now,  the  savings  over  the  life  of  a 
Ricoh-engine  printer  are  marginal. 
But  increased  competition — Aspen 
only  recently  entered  the  market- 
should  bring  costs  down  further. 

Whatever  kind  of  computer  equip- 
ment you  buy,  remember  that  the 
cost  may  reach  considerably  beyond 
the  price  tag  on.  the  machine.  ■ 


Computer  users  want  standards.  They 
want  interchangeable  parts.  But  producers 
want  a  competitive  edge.  Result:  real  prob- 
lems for  the  users. 

A  conflict 
of  interests 


gauges.  Their  users  suffer.  People 
waste  time  and  money  electronically 
unloading  and  reloading  data  to  get 
information  from  one  brand  of  hard- 
ware (or  software)  into  another.  They 
plead  for  standards,  then  watch  help- 
lessly as  the  data  barons  war  with  one 
another  over  whose  product  will  form 
the  basis  for  the  new  standard.  As 
Patricia  Seybold,  publisher  of  the  in- 
fluential Patricia  Seybold  Office  Com- 
puting Reports,  has  sarcastically  re- 
marked: "The  great  thing  about  stan- 
dards is  that  there  are  so  many  of 
them  to  choose  from." 
Computer  makers  say  they  hear  the 


By  Kathleen  K.  Winner 

AT  DAWN  ON  May  21,  1892,  an 
army  of  3,400  workers 
i  swarmed  over  the  tracks  of 
England's  Great  Western  Railway. 
When  they  were  done  several  days 
later,  the  last  of  that  country's  84- 
inch-wide  tracks  had  been  converted 
to  the  56'/2-inch  standard  gauge.  An 
epic  difference  of  opinion  between 
two  warring  factions  was  over.  From 
then  on,  shippers  didn't  have  to  un- 
load freight  to  get  from  one  line  to 
another. 
Computers  don't  yet  have  standard 
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Vv  hat  if  you  could  provi( 
the  ultimate  customer  ser vie: 
Round-the-clock  attention, 
24  hours  a  day  7days  a  week. 
Without  losing  your  sleep 
or  your  sanity" 


— Allic  Patrick,  AT&T  Staff  Manager 
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hat  if  your  key  customers  could  get 
any  order-related  information  from  you 
anytime  they  wanted? An  up-to-the- 

ij  e  status  report  or  price  and  product  listings, 

il  ng  advice  or  inventory  availability 
/hat  if  they  could  place  an  order  instantly  all 

I  mselves,  and  get  exactly  what  they  need 
they  need  it? 

/ith  this  kind  of  service, would  they  ever  go 
r  competition? 

^hat  if  all  they  had  to  do  to  get  all  this  was 
i|  a  security  code  into  a  terminal  and  all  the 

II  lation  they  needed  popped  up 
1  :reen?  Anytime.  What  if  they 
1 3ven  have  a  synthesized  voice 
t  :hem  through  the  whole 
:ts? 

'  his  is  called  Electronic  Order 
h'ige(EOE)  from  AT&T  An 
f  "tive  communications  system 
j )  exchange  order-related 

I  lation  between  buyers  and 

it 

'  )r  your  customers,  AT&T  EOE 

II  personal  attention  from  your 
i|  ny,  the  likes  of  which  they've 
i  icen. 

;)r  you,  it  means  freeing  your 
)rce  from  order  processing,  so  they  can 
more  time  making  sales  calls  where  per- 
ontact  can't  be  replaced  by  machines. 
>  one  more  advantage  over  your  competi- 
\\ay  to  lock  in  your  key  customers  by  giving 

.  resence  in  their  office  24  hours  a  day  seven 

) ,  vveek. 
le  only  way  you  could  give  them  better 

'i  is  if  you  moved  in  yourself" 

T  more  information  about  AT&T  EOE, 
AT&T  Account  Executive  or  call 
022-0400. 


AT&T 

The  right  choice. 


Comp/Comm 


message  their  users  are  sending.  Bare- 
ly a  day  goes  by  without  some  com- 
puter company  pledging  its  allegiance 
to  "standards."  But  standards  are  less 
about  technology  than  they  are  about 
business  strategy  and  competitive  ad- 
vantage. Companies  forced  to  aban- 
don their  own  proprietary  way  of  do- 
ing things  now  seek  to  control  or  at 
least  strongly  influence  which  "stan- 
dards" will  be  used.  Standards  thus 
become  just  another  way  for  an  IBM, 
say,  to  sell  more  computers  than  arch- 
rival Digital  Equipment. 
Two  of  the   most  visible   battles 


cannot  stay  put — programmers  keep 
thinking  of  enhancements.  Here,  the 
battle  becomes  a  fight  over  who  ap- 
proves changes  in  the  standard. 

AT&T,  the  creator  of  Unix,  and  Sun 
Microsystems,  a  powerful  upstart  in 
the  workstation  business,  teamed  to 
organize  their  own  Unix  standards 
committee  that  they  expected  would 
control  the  de  facto  world  standard.  In 
May  Hewlett-Packard,  Digital,  IBM 
and  four  other  major  computer  ven- 
dors formed  a  rival  gang  to  produce  a 
separate  Unix  standard. 

Another  gang,  led  by  Compaq  Com- 
puter, is  attempting  to  divert  market- 
place power  from  IBM  in  the  personal 
computer  business.  IBM  wants  a  stan- 
dard built  around  its  patented  version 
of  the  data  "bus"  that  controls  the 


1981.  Standards,  in  short,  are  ult: 
mately  set  by  the  strongest  player. 

Users  have  to  pay  close  attention  l 
the  politics  of  standards,  lest  they  b 
left  high  and  dry.  A  company  invest 
ing  in  a  PC  network  has  to  judge  th 
outcome  of  the  following  battle:  N{ 
veil  Inc.,  which  makes  networks  fc 
personal  computers  (Forbes,  Sept.  5 
has  around  half  of  this  market  toda] 
But  Novell's  PC  network  has  comp< 
tition  from  a  Microsoft  networl 
While  Microsoft  has  forged  allianct 
with  IBM  and  3Com  and  freely  1 
censes  its  technology,  Novell  has  chc 
sen  to  keep  its  technology  to  itself. 

If  history  is  any  guide,  the  Micrt 
soft  version  has  a  good  shot  at  becon 
ing  the  standard,  because  a  player  wh 
forges  alliances  by  letting  others  in  o 

jean-Fran(,x>is  Albuii 


these  days  are  1 )  over  the  standards  tor 
a  critical  piece  of  software — the  sup- 
posedly interchangeable  Unix  operat- 
ing system;  and  2)  for  a  piece  of  the 
new  IBM  personal  computer  line  that 
controls  the  flow  of  data  to  and  from 
various  parts  of  the  computer.  But 
other  battles  are  going  on  all  the  time. 
How  do  facsimile  machines  commu- 
nicate with  one  another?  How  about 
modems?  These  devices  convert  com- 
puter data  into  impulses  that  go  over 
phone  lines.  To  be  useful,  they  should 
adhere  to  some  standard,  so  that  my 
computer  in  New  York  can  talk  to 
yours  in  London.  Then  there's  high- 
definition  television.  Who  will  con- 
trol the  standards,  the  Japanese,  the 
Americans  or  the  Euniprans? 

The  Unix  battle  has  a  certain  irony 
to  it  because  the  very  strc;-.^.;th  of  this 
operating  system  is  supposedly  its 
portability.  Write  your  software 
around  a  Unix  system,  and  you  should 
be  able  to  move  it  to  a  new  computer 
model  as  easily  as  you  can  run  a  Bur- 
lington Northern  boxcar  on  the  Chcs- 
sie  system.  But  a  software  standard 
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flow  ot  data  in  a  computer.  Compaq 
and  fellow  makers  of  IBM-compatible 
PCs  are  now  strong  enough  to  set  up  a 
rival  bus  standard. 

Outside  of  broadcasting,  electronic 
standards  are  more  often  imposed  by 
the  market  than  by  governments.  The 
56'/2-inch  railway  track  became  a 
standard  in  England  because  its  pro- 
ponents had  market  power.  Only  after 
the  fact  did  a  Royal  Commission  give 
Its  blessing.  So,  too,  do  de  facto  stan- 
dards come  into  existence  today,  not- 
withstanding that  there  are  all  sorts  of 
official  bodies  attempting  to  decree 
standards.  Microsoft's  MS-DOS  oper- 
ating system,  adopted  by  IBM  for  its 
first  personal  computers,  became  the 
standard  operating  system  for  person- 
al computers  when  IBM  was  able  to 
sell  millions  of  its  PCs.  In  addition, 
Microsoft  widely  licensed  MS-DOS  to 
companies  wanting  to  make  an  IBM 
clone.  The  overwhelming  success  of 
MS-DOS  doomed  a  competing  operat- 
ing system.  Digital  Research's  CP/M, 
which  had  been  a  standard  for  small 
computers  prior  to  IBM's  entry  in 


Its  system  has  a  better  chance  of  wii 
ning  than  the  chap  who  tries  to  kee 
It  all  to  himself.  Sony  tried  to  keep  i 
Beta  videotape  recorder  technology  a 
to  itself.  Matsushita,  on  the  oth< 
hand,  licensed  its  VHS  technoloj 
widely.  VHS  became  the  standan 
driving  Beta  from  the  marketplace 

In  the  networking  of  larger  compu 
ers,  users  have  to  contend  with  v* 
incompatible  "standards,"  each  ei 
joying  an  official  sanction  from  tl: 
Institute  of  Electrical  and  Electron 
Engineers.  The  Ethernet  network  w; 
backed  by  Digital  Equipment,  Xerc 
and  Intel,  while  IBM  created  a  riv. 
token  ring  network.  Is  one  real) 
much  better  than  another?  Probabl 
not.  So,  users  might  better  have  bee 
served  by  a  single  network.  But  IBJ 
was  not  about  to  let  competitors  coi 
trol  this  critical  interconnection.  Tl 
rion-IBMers'  feelings  were  mutual 

As  the  battles  heat  up,  companii 
are  trying  to  influence  the  standarc 
process  any  way  they  can.  A  ne 
twist  is  to  sign  up  allies  even  befoi 
the  product  is  shipped.  When  Moto 
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la  introduced  its  reduced  instruction 
■t  computer  (RISC)  microprocessor 
St  spring,  it  came  to  the  press  con- 
rence  with  a  list  of  42  companies 
lat  said  they  would  use  the  Motorola 
lip  rather  than  one  of  the  three  ma- 
ir  RISC  chips  already  on  the  market. 
Will  users  benefit  from  all  this  jos- 


tling over  standards?  In  the  end,  yes: 
Open  competition  always  serves  con- 
sumers better  than  decrees  from  gov- 
ernments or  from  cartels. 

But  for  now,  heed  the  words  of  Col- 
in Crook,  Data  General's  senior  vice 
president  of  the  communications  sys- 
tems group:  "Standards  are  not  esoter- 


ic technical  issues  but  business  strat- 
egy issues.  All  vendors  claim  they 
support  'the  standard,'  but  a  lot  of 
marketing  games  are  played.  On  the 
customer  side,  it  is  caveat  emptor." 
For  the  long-term  benefits  of  competi- 
tion, the  customers  will  have  to  take 
some  short-term  inconvenience.  ■ 


Random  Access 


Commentarv  by  Esther  Dyson 


MIXED  MEDIA 


People  don't  see  the  world  as  all 
images  or  all  data,  and  neither  will 
the  computer  of  the  future.  Instead, 
software  will  unify  the  two  kinds  of 
reality.  Already,  of  course,  desktop 
computers  can  mix  graphics  or 
spreadsheets  with  text.  But  this  is 
just  the  beginning.  Imagine  what 
clever  programmers  will  be  able  to 
do  with  Steven  Jobs'  Next  ma- 
chine— a  fine  platform  merging 
text,  video,  music  and  math. 

Just  one  promising  avenue  in  this 
world  of  mixed-media  computing  is 
desktop  mapping.  Consider  a  data- 
base that  lets  you  manipulate  not 
just  numbers  and  names  but  geo- 
graphical or  other  spatial  data  as 
well.  For  example:  "Show  me  all  the 
customers  within  50  miles  of  two 
alternative  locations  we're  consid- 
ering for  our  new  West  Coast  office, 
and  total  projected  account  size  for 
the  two  alternatives."  The  comput- 
er then  draws  you  a  map  with  the 
offices  marked,  and  also  lists  them. 

To  be  sure,  geographic  data  by 
themselves  are  valuable  when  digi- 
tized. Etak  Inc.  is  doing  a  thriving 
business  supplying  drivers  and  dis- 
patchers with  road  maps  displayed 
on  computer  screens  (Forbes,  Oct. 
31]-  But  the  real  power  of  map  data 
arrives  when  they  are  integrated 
with  other  data  about  customers, 
sales  volume,  shipping  costs,  tax 
tates  or  census  facts,  for  instance. 
Someday  the  mixture  of  maps  and 
facts  will  have  a  powerful  impact 
on  such  fields  as  mail  order,  pack- 
aged goods  marketing,  political 
consulting,  broadcasting,  real  estate 
and  law  enforcement.  Given  the 
pattern  of  street  crime,  what  is  the 
most  effective  way  to  deploy  our 
patrol  cars?  What  would  happen  to 
our  variable  costs  if  we  put  the 


Esther  Dyson  is  editor  and  publisher  of  the 
netvsletler  Release  1.0. 


warehouse  another  10  miles  out- 
side the  city? 

Most  of  the  capabilities  cited  in 
the  previous  paragraph,  to  be  sure, 
are  costly.  One  company  changing 
this  is  Maplnfo  Inc.,  a  privately  held 
three-year-old  software  firm  in 
Troy,  N.Y.  The  current  range  of  PC 
mapping  packages  do  little  more 
than  display  pictures  with  designat- 
ed colors  and  pinpointed  locations. 
But  there's  a  need  for  more.  Maplnfo 
estimates  that  85%  of  all  databases 
include  locational  information.  To 
Maplnfo,  moreover,  a  map  doesn't 
have  to  have  cities  and  streets;  it 
can  be  a  floor  plan,  anatomical  dia- 
gram or  other  representation  of  spa- 
tial reality. 

Maplnfo  has  a  tough  marketing 
job,  especially  if  it  gets  typed  as  a 
supplier  of  "desktop  mapping" — its 
own  designation  and  one  that  tends 
to  trivialize  its  capabilities.  Where- 
as most  desktop  mapping  products 
are  basically  presentation  tools 
with  links  between  data  items  and 
designated  coordinates  on  the 
screen,  Maplnfo  is  a  sophisticated 
$750  tool  of  a  power  now  found 
mostly  on  workstations  or  larger 
computers. 

For  any  address  in  5,000  cities, 
Maplnfo  can  show  the  block  and  the 
correct  side  of  the  street.  How  does 
it  know?  Like  most  map  package 
makers,  Maplnfo  uses  and  resells 
coordinate  files  supplied  by  a  vari- 
ety of  government  and  other  agen- 
cies and  map  houses.  Perhaps  the 
widest-used    index    contains    ZIP 


codes.  For  more  local  information, 
it  has  address  files,  as  well  as  state 
boundaries,  counties  and  other  data 
of  demographic/geographic  interest 
for  330  metropolitan  areas. 

Behind  the  Maplnfo  display  are 
links  to  dBASE  files  that  the  system 
knows  how  to  manipulate  with  its 
own  language,  MapCode.  MapCode 
allows  users  to  build  real  graphical 
applications  rather  than  simply 
query  the  data  and  perform  simple 
transformations  such  as:  "Color  all 
the  states  with  population  density 
greater  than  50  per  square  mile." 
Where  Maplnfo  shines  is  in  more 
complex  manipulations  that  require 
some  geographical  smarts:  "Show 
all  our  customers  within  25  miles  of 
a  Swif ty  Trucking  hub  and  list  their 
names,  addresses  and  account  num- 
bers." For  this  query,  which  might 
help  a  vendor  decide  where  to  offer 
discount  delivery  service,  the  sys- 
tem compares  the  coordinates  of 
each  customer  address  with  the 
truck  hubs'  and  lists  the  answers. 

Launched  a  couple  of  years  ago 
when  a  project  at  Rensselaer  Poly- 
technic Institute  turned  into  a  com- 
pany, Maplnfo  has  been  shipping  its 
product  since  1987,  and  has  gar- 
nered 2,000  customers,  including 
Federal  Express  and  UPS  (although 
they  have  by  no  means  standardized 
on  Maplnfo),  American  Internation- 
al Group  (for  assessing  liability  ex- 
posure, to  Hurricane  Gilbert  among 
other  events),  and  resellers  who 
build  systems  for  police  depart- 
ments and  municipal  agencies.  A 
Maplnfo  system  could,  for  example, 
automatically  phone  residents  situ- 
ated near  a  spill  or  other  dangerous 
event  and  give  them  evacuation  in- 
structions. Telemarketing  applica- 
tions are  sure  to  follow.  And  plenty 
more,  as  Maplnfo's  powers  of  imagi- 
nation are  magnified  by  those  of  its 
customers.    ■ 
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Discover  who  we  are. 
and  you  will  think 
the  world  of  us. 


The  fact  that  we  are  the  fourth-largest  chemical 
company  in  the  world,  manufacture  over  15,000  prodi 
40  countries  and  sell  them  in  over  150  may  have  been 
unknown  to  you.  With  global  sales  of  $21  billion  ($41 
in  the  U.S. ),  it  is  ironic  that  you  may  never  have  heare 

Ws  make  the  world  a  little  safer. 

In  the  immediate  future  driving  cars  will  be  safei 
l)e<ause  airbags  actuated  and  inflated  by  componenti 
from  ICI  will  inflate  in  4A00ths  of  a  second  to  protect 
front-seat  occupants. 

Today,  criminals  can  more  accurately  be  tied  to  tl 
crimes  through  high-tech  DNA  FINGERPRINTING" 
which  our  Cellmark  Diagnostics  business  is  pioneerii 
in  the  United  States. 

Innovative  waterbome  coatings  introduced  by  Gli 
den  reduce  dependence  on  atmosphere-polluting  alte 
lives.  The  magnitude  of  that  is  enormous.  Happily,  ei 
out  often  l)everage  and  soft-drink  cans  are  protected 
our  coating  technology. 

J^  make  the  world  a  little  healthu 

1.5  million  people  suffering  from  hypertension  in 


Melinex.  Molub  Alloy,  Mylanta,  Mylanla  II.  Taclel  and  Tnbol  are  tegislered  trademarks  of  ICI     DNA  F INGERPRINTING  is  a  service  mark  of  ICI  ©  1988  ICI  Americas  Inc 


ntrol  it  with  the  first  one-tablet-a-day  beta  blocker, 

we  manufacture. 

e  discovered  the  leading  oral  medication  for 

;ed  and  post-surgical  treatment  of  breast 

ylanta*  and  Mylanta-IIf  the  only  antacids  that 
nogenized  and  pasteurized  for  smoother,  better 
ire  used  by  more  than  12.7  million  adults  each  year 
i  riited  States. 


e  make  the  world  more  durable. 

loro  products  have  waterproofed  and  protected  the 
n  ic  Sjjeed  Skating  Oval  at  Calgary,  the  Tower  of 
1 1  and  the  observatory  at  Mt.  Washington,  New 
n  ihire. 

!<■  out  of  every  two  cars  manufactured  in  the  United 
^  IS  built  using  Molub-AUoy®  orTribol*  lubricants 
I    <1  by  ICl's  Tribol. 

P '  make  the  world  more  beautiful. 

■  are  the  world  s  largest  manufacturer  of  paint, 
make  enough  of  it  to  cover  10  million 

World  Problems  World  Solutions 


IL 


homes  each  year. 

America's  fashion  designers  choose  our  Tactel* 
textile  fiber  for  apparel  ranging  from  fine  hosiery  to 
weather-tough  skiwear. 

We  hold  the  leading  position  in  North  America  in 
supplying  ink  for  snack  food  and  confectionery 
packaging. 

W^  make  the  world  more  efficient. 

We  have  the  fastest-growing  agrochemical  business 
in  the  United  States. 

Worldwide,  we  are  the  third-largest  producer  of  crop- 
protection  chemicals  and  the  fourth-largest  agricultural 
products  company  in  the  U.S. 

We  help  to  store  and  retrieve  the  world's  information 
more  effectively  by  providing  Melinex*  film  base  for  a 
variety  of  information  storage  devices. 

We  are  at  the  leading  edge  of  polyurethanes  technol- 
ogy, contributing  significantly  to  the  U.S.  automotive 
parts,  recreational  footwear  and  construction  markets. 

At  ICI  we  bring  a  lot  to  the  world.  And  we  are  about 
to  bring  much  more. 

World  Class 


Science  &f technology 


Edhed  by  Gary  Slutsker 


With  petty  thieveiy  on  the  rise,  retailers  are 
turning  to  new  antitheft  devices  that  are 
smarter,  smaller  and  cheaper  than  ever. 

Attention, 
shoplifters! 


By  Eric  Schmuckler 


SMALL-TIME  retail  thieves  are  re- 
fining their  art.  In  the  ladies 
room  at  Washington,  D.C.'s 
fashionable  Woodward  &.  Lothrop  de- 
partment store,  toilets  used  to  clog 
routinely  as  a  result  of  shoplifters' 
attempts  to  flush  away  the  familiar 
white  plastic  antitheft  tags  they  had 
removed  from  garments  with  pli- 
ers or  even  their  teeth.  In  Chica- 
go, ripoff  artists  brazenly  sold 
$100  shielded  shopping  bags  to 
safely  transport  garments  with 
antitheft  tags  past  detection  gates 
at  store  entrances.  And  in  super- 
markets around  the  country, 
cashiers  regularly  void  out  past 
purchases  and  pocket  the  cash. 

Between  shoplifters  and 
crooked  salesclerks,  retailers  lose 
up  to  $30  billion  a  year  to  theft.  A 
typical  1%  to  3%  theft  rate  can  be 
more  than  the  net  margins  of 
some  stores.  Making  the  system 
harder  to  beat  for  thieves  is  both  a 
challenge  and  an  opportunity  for 
a  few  smallish  technology-based 
companies  that  compete  for 
roughly  $2.50  million  in  annual 

purchases    worldwide    of    anti-     

shoplifting  equipment. 

How  do  you  discourage  dignified- 
appearing  ladies  who  are  willing  to 
bite  off  heavy  plastic  tags?  Sensorma- 
tic  Electronics  of  Decrfield  Beach,  Fla. 
wants  to  embarrass  them  profoundly. 
Starting  early  next  year  Sensormatic 
(fiscal  1988  sales,  $123  million)  will 
start  selling  its  TellTag,  now  in  tests 
at  M.ii  v's  and  iraks  Fifth  Avenue  de- 
partment stores. 

TellTag  .s  similar  to  an  ordinary 
fe  plastic  antitheft  tag,  with  a  dif- 


ference. Tamper  with  TellTag  and  an 
embedded  computer  chip  powered  by 
a  lithium  battery  sends  an  8-bit  coded 
message  to  the  store's  security  depart- 
ment. Try  to  walk  a  garment  with  a 
TellTag  out  the  door,  and  the  tag 
alerts  the  security  folks  and  also  starts 
beeping  by  itself,  enabling  the  thief  to 
be  picked  out  of  a  crowd. 
TellTag  is  an  updated  version  of  the 


A  video  (lispUiY  irilh  rciitstcr  IcilK' 
Keeping  an  eye  on  the  cashier. 


old  white  plastic  tags  that  have  been 
stapled  into  department  store  gar- 
ments since  the  mid- 1960s  and  are 
becoming  increasingly  simple  to  de- 
feat. Some  of  these  antitheft  systems 
resemble  airport  metal  detectors. 
Each  chunk  of  plastic  contains  a  piece 
of  metal  or  some  other  material  that 
functions  as  a  radio  receiver  and 
transmitter.  When  a  shoplifter  tries  to 
walk  one  out  the  door,  he  or  she  first 
must  pass  a  pair  of  pedestals  that 
broadcast   radio   signals,    which   are 


picked  up  and  reflected  by  the  tai 
thereby  tripping  an  alarm.  The  reui 
able  tags  cost  stores  about  a  dolljj 
apiece,  and  the  entire  antitheft  syi 
tem  for  a  typical  department  store  ca 
run  to  $40,000.  Sensormatic's  fancj 
new  talking  tags  cost  $4  each. 

Thanks  to  recent  advances  in  va.t\ 
allurgy   and   microelectronics,    ant 
theft  tags  have  gotten  cheap  and  smai 
enough  to  be  used  on  everything  froi 
books  to  toiletries  to  groceries.  Hauj 
pauge,  N.Y.-based  Knogo  Corp.  (198 
fiscal  sales,  $47  million)  has  deve 
oped  a  system  that  uses  a  tag  the  si2; 
of  a  strand  of  hair.  Knogo  invented 
nickel-ferrous   alloy   with   molybdc? 
num   and   other  special   ingredient 
that  is  more  readily  distinguishablj 
than  the  plain  old  nickel-ferrous  a 
loy.    That,    coupled    with    advance' 
electronics  in  the  antenna,  makes  ft 
an  extremely  sensitive  metal  detectc 
that  picks  out  a  tag  minuscule  enoug 
to  be  camouflaged  as  a  bar  code  c 
other     innocuous-seeming     sticke 
With  tags  costing  3  cents  each,  thi] 
system    is    affordable    for   relative! 
low-ticket   items.    Thus,    B.    Dalto] 
slaps  a  Knogo  Chameleon  tag  on  evei 
one  of  its  books,  and  Revco  uses  thei 
in  its  drugstores. 

Retailers  are  keeping  a  closer  eye  o 
their  own  employees,  who  sometime 
account  for  as  much  as  half  of  a 
retail  theft,  or  shrinkage,  as  it] 
called.  Sensormatic  sells  a  syj 
tem  that  lets  store  manager 
watch  their  cashiers  on  one  sid 
of  a  split-screen  video  monitc 
while  the  cash  register  tap 
scrolls  down  the  other  side.  Tha 
tips  off  the  manager  to  check  ou 
clerks  who  only  pretend  to  rin 
up  purchases  while  later  pocket 
ing  the  cash.  The  system,  whic 
nms  $15,000  to  outfit  a  20-laii 
supermarket,  can  even  be  pre' 
grammed  to  film  special  transac 
tions  like  voids,  overrides  and  nc 
sales,  when  cashiers  are  likelies 
to  steal.  All  this  can  be  reviewe 
on  tape,  so  security  personnel  ca 
watch  at  their  leisure. 
What's  next?  The  most  sophis 

ticated  field  in  security  techno! 

ogy  is  access  control — identifying  enji 
ployees  at  the  door  using  retinal  scan 
nets  and  keeping  track  of  thei 
activities  throughout  the  day.  B 
combining  its  closed-circuit  tv  witlj 
alarm  systems  and  even  environmen 
tal  and  access  control,  Sensormati 
wants  to  sell  and  service  all  the  con 
trol  systems  in  a  store  or  building. 

Retailers  aren't  the  only  peopl 
who  need  antitheft  gear.  For  example 
Digital  Equipment  Corp.  and  Dov 
Chemical  put  Sensormatic's  Rattle 
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Everyday  information  systems  grow  more  vulnerable  to 
erratic  outside  power 

So  in  turn  do  the  companies  they  serve. 
''  Even  a  minor  disturbance  in  power  erodes  systems 

availability  Paralyzes  entire  departments.  And  cripples  your  ability 
to  compete. 

Enter  Powerware®  Systems.  Only  from  Exide  Electronics. 
Utterly  reliable  power  solutions  that  safeguard  systems  availability 
for  a  fraction  of  your  systems  investment. 

Because  when  your  company's  competitive  edge  is  at 
stake,  95%  systems  availability  doesn't  spell  room  for  improvement 
It  spells  disaster. 

Please  call  1-800-554-3448  for  more  information  on 
Powerware"  Systems  and  the  company  that  stands  behind  them. 

In  North  Carolina,please  call  1-800-554-3449. 

"cAlDc  f LcOfnOAflOS    Raleigh,  North  Carolina    •    Mississauga,  Ontario 


Science  & 
Technology 


Tags  on  typewriters,  telephones  and 
other  office  equipment  that  has  a  way 
of  vanishing.  Some  uses  for  the  tech- 
nology don't  involve  crooks.  Hospi- 
tals fashion  bracelets  out  of  Knogos' 
hair-thin  alloy  to  keep  senile  patients 
from  wandermg  out  the  door. 


Yet  electronic  security,  for  all  its 
advances,  is  no  cure-all  for  retailers. 
False  alarms  worry  loyal  customers, 
and  unlawful-arrest  suits  have  been  a 
problem  for  some  retailers.  Tag  sys- 
tems are  expensive  and  laborious  to 
put  on  and  take  off  every  item.  For 
that  reason,  Marshall  Field's,  the  tony 
Chicago-based  department  store 
chain,  removed  the  tags  at  about  half 
its  stores  a  couple  of  years  ago,  keep- 
ing them  only  in  a  few  problem  stores. 
On   top   of   that,    the   chain   shaved 


shrinkage  from  3%  to  2% — or  $ 
million  a  year — by  watching  custoi 
ers  and  employees  carefully  throuj 
closed-circuit  cameras  and  one-W;' 
mirrors. 

Ultimately,  of  course,  no  technci 
ogy  can  discourage  hard-core  crooT 
bent  on  beating  the  system.  "Sonj 
retailers  use  the  tags  as  a  crutch,"  sal 
Lewis  Shealy,  vice  president  of  lol 
prevention  at  Marshall  Field's.  "BuT 
wouldn't  take  the  chains  off  our  leatl 
er  jackets  for  1,500  smart  tags." 


l 


Power  tool 


'artina  Navratilova  has  a  new 
itermis  racket.  She's  the  first  top- 
seeded  pro  to  make  the  switch  to  the 
hottest  development  in  tennis  gear, 
the  so-called  wide-body  racket.  It  is 
the  first  major  technological  advance 
in  the  field  since  Howard  Head 
brought  out  the  oversize  Prince  racket 
in  1976,  and  it  has  the  potential  to 
revive  the  slumping  tennis  equip- 
ment market. 

Wide  bodies  are  stiffer  than  conven- 
tional rackets,  which  gives  them — so 
say  their  fans — more  power.  Conven- 
tional rackets  waste  much  of  the  ener- 
gy of  a  powerful  shot  by  flexing  back- 
ward like  a  diving  board  as  the  ball 
hits  the  strings.  The  wide  bodies, 
however,  barely  bend  at  all,  so  most  of 
the  energy  is  transferred  to  the  ball. 
That's  because  the  racket  head  is  of- 
ten \Vi  to  2  times  fatter  than  a  con- 
ventional racket. 

"The  wide  bodies  are  so  stiff  that 
energy  that  goes  to  the  racket  comes 
straight  back  when  the  ball  is  still  on 
the  strings,"  says  Karl  Hednck,  a  me- 


chanical engineering  professor  at  the 
University  of  California  at  Berkeley. 
"The  wide  profile  also  gives  you  bet- 
ter torsional  inertia,  which  means  the 
racket  doesn't  rotate  as  much  when 
you  hit  off  center." 

The  wide  body  has  already  attracted 
some  loyal  fanciers  besides  Navrati- 
lova, who  uses  a  Yonex.  A.C.  Nielsen 
Jr., the  TV  ratings  expert,  and  Herbert 
Siegel,  Chris-Craft  chairman,  use  the 
Profile,  from  Wilson  Sporting  Goods 
Co.  of  River  Grove,  111.  In  an  informal 
survey  of  magazine  journalists,  one 
intermediate  player  who  tried  Wil- 
son's wide  body  said  it  made  his  old 
graphite  composite  racket  feel  "as 
heavy  as  a  war  club."  Another  report- 
er, a  baseline  player,  found  her  shots 
consistently  going  long. 

The  racket  was  invented  by  Sieg- 
fried Kuebler,  a  West  German  engi- 
neer. Wilson  licensed  the  Kuebler 
patent  and  brought  out  the  first  wide 
body,  the  $225  graphite  composite 
Profile  racket  earlier  this  year.  Wil- 
son (1987  sales,  $342  million),  a  pri- 
vately held  former  moneylosing  Pep- 
siCo subsidiary,  will  sell  over 
200,000  Profiles  this  year.  Wilson's 


net  profit  for  the  first  half  of  1988 
up  65%  over  last  year,  to  $7.2  m; 
lion,   largely  because  of  the  Profi 
racket's  success. 

Now  everyone  is  in  the  game  wii 
their  own  versions  of  the  same  bas 
design.  Belgium's  Donnay  has  alreac 
sold  over  20,000  of  its  wide-bo( 
ApoUos  worldwide.  At  Yamaha,  te: 
nis  sales  for  the  quarter  ended  in  Jui 
exceeded  all  of  last  year's,  primari 
because  of  the  Secret  series  of  wi( 
bodies  introduced  this  year. 

The  new  rackets  couldn't  come 
a  better  time  for  the  sadly  slumpii 
tennis  market.  Racket  sales  in  tl 
U.S.  have  declined  steadily  from 
high  of  8.6  million  in  1976 — wh('" 
Bjom  Borg  won  Wimbledon — to  b 
tween  2  million  and  3  million  ov 
the  last  few  years. 

Can  the  wide  body  fuel  a  comebac 
for  tennis?  Says  George  (Bute 
Seewagen,  a  former  tennis  pro  wl 
now  teaches  and  is  an  equipment  a 
viser  for  World  Tennis  magazin 
"Anything  that  makes  the  game  eas 
er  for  the  recreational  player  is  goc 
for  the  industry." — Diana  Fong 


Conventional  racket 


Duffer's  friend 


Conventional  tennis  rack- 
et heads  flex  backward  for  a 
millisecond     upon     impact 
with  a  ball  (a).  By  the  time  the' 
racket   has   straightened   out, 
the   ball   has   already   left   the 
strings  (b).  But  by  building  up  the 
width  of  the  frame,  manufactur- 
ers have  created  a  racket  that 
barely  flexes  on  impact  (c)  and 
straightens  out  while  the  ball  is 
still  on  the  strings  (d).  The  result 
is  a  more  powerful  drive.  The 
wide  body  also  creates  more  tor- 
sional inertia  than  conventional 
rackets.  Translation:   A  duffer 
hitting     the      ball      off-center 
doesn't  lose  as  much  power. 
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rhe  most  influential 
aser  printer  in  history. 
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The  Laser  Printer 

that  Created 

the  Future 

In  1984  when  we 
introduced  what  we  now 
fondly  call  the  'LaserJet 
Printer  Classic",  people 
wondered  if  it  would  selL  It 
was  "diffcrcnf.  It  was  a 
breakthrough. 

In  the  days  before  laser 
printers,  the  standard  for 
external  correspondence  was 
printing  that  matched  a 
typewriter  font.  Mixed  text 
and  graphics  reports  could 
only  be  done  "cut  and  paste". 
Printing  was  noisy  and  slow. 

You  had  three  options. 
You  could  either  get  a  fast 
printer.  Or  a  quiet  printer. 
Or  a  letter  quality  printer. 

So  when  HFs  LaserJet 
Printer  appeared,  it  changed 
the  world. 


Setting  a  New  Standard 

HP's  LaserJet  Primer 
offered  speed,  quietness  and 
quality  in  one  machine. 

Dealers  took  notice.  So 
did  software  developers.  The 
LaserJet  Printer's  ability  to 
print  multiple  fonts,  produce 
graphics,  and  shade  areas, 
inspired  software  developers 
to  incorporate  these  new 
feamres  into  their  packages. 

The  press  was  intrigued.  In 
February  1987,  Hewlett- 
Packard's  LaserJet  Printer 
lined  up  with  the  IBM  PC, 
Ixitus  1-2-3,  and  Apple 
Macintosh  on  Personal 
Computing's  list  of  "10  Most 
Significant  Pervjnal  Computer 
Products  of  All  Time." 


While  I-aserJel  Printer 
sales  continued  to  grow,  the 
product  development  team 
was  busy  looking  for  ways  to 
enhance  the  printer  to  better 
meet  customer  needs. 


Advancing  ttie 
Standard  of  Excellence 

In  March  1987,  Hewlett- 
Packard  introduced  the  new 
La.serJel  Series  fl  Printer. 
What  could  customers  expect 
from  the  new  printer? 
Everything  they  liked  about 
the  "Classic"  plus  improved 
ease  of  use,  font  flexibility, 
paper  management,  and  add- 
on memory.  All  in  a  lighter- 
weight  unit  that  cost  less  than 
ibe  original 

■TVe'd  been  listening  closely 
to  our  customers  all  along", 
says  Tom  Old,  customer 
satisfaction  O/A  manager. 
"Maybe  that's  why  Hewlett- 
Packard  leads  the  industry  in 
meeting  people's  needs  for 
laser  printing." 


*  TW  HP  LmctJm  Strin  n  Pvtalv 


lasKT  priMoig  lOKK  HP  modr  M 


U.S.LB»«Pita 

Citixt  1>  Calls  SMtliJ 

im  LaxrJa  Ptantr  ^imtf  haj  fiofed 

a  apafkani  njU  M  lite  lata  pniaa 


U.S.  Laser  Printer  Irxlustry  Growth 


13age  was  created  using  WordPerfect  5  0  software. 


The  HP  LaserJet  Series  n  Printer. 


The  laser  printer  that's 
ifluenced  the  entire  printer 
idustry  can  help  you  be  more 
ifluential,  too.  The  HP  LaserJet 
Isries  II  Printer  is  today's  over- 
'helrrung  choice  for  simple 
ord  processing,  integrated 
!xt  and  graphics,  and 
3sktop  publishing. 

You  can  begin  producing 
npressive  documents  right 


from  the  start  because  the  HP 
LaserJet  Series  II  Pnnter  works 
with  all  popular  PC  s  and  more 
than  600  PC  software  packages. 

To  see  the  HP  LaserJet 
Senes  II  Printer  in  action,  call 
1-800-752-0900,  ext.  900E,  for 
your  nearest  Hewlett-Packard 
dealer  You'll  be  more  than  influ- 
enced. You'll  be  convinced. 


!tt-Packaidl988    PE12801 


m 


HEWLETT 
PACKARD 


S%  of 
II  Americ 
omputer 


Computer  makers 
have  been  creating 
generations  of  newer  and 
better  machines  for  the 
past  30  years. 

At  the  same  time, 
they've  been  creating 
incompatible  standards. 
Which  accounts  for  all 
that  computer  power 
spent  on  converting 
software  from  one 
system  to  another. 

But  today,  users 
demand  industrywide 
standards.  And  the 
fastest-growing  standard 
is  the  UNIX  operating 
system. 

One  company— Unisys 


—is  more  committed  to 
turning  the  UNIX  OS  into 
a  powerful  business  tool 
than  anyone  else. 

While  any  UNIX 
System  V  based 
computer  is  designed  to 
work  with  any  other, 
Unisys  makes  them  all 
easier  to  use.  Creating 
networks,  tying  PCs  to 
mainframes  becomes 
routine.  Software  and 
data  are  easily  shared. 
No  matter  who  made 
the  computers  or  wrote 
the  software. 

Unisys  offers  one  of 
the  broadest  UNIX 
System  V  based  lines  in 
the  industry  (14  different 
computers).  With 


consistent,  sensible  user 
interfaces  and  our 
unique  productivity  tools. 
Plus  technical  support 
wherever  you  need  it. 

It  all  results  in  an  open 
system  you  control.  One 
that  fits  your  business 
exactly,  because  Unisys 
people  specialize  in 
your  industry. 

Only  Unisys  offers  you 
so  much  in  the  UNIX 
environment.  Let  us 
show  you  what  happens 
when  a  standard  is 
raised  to  a  new  power. 
BETTER  INFORMATION. 
BETTER  DECISIONS. 


power  of 


FREE  INFORMATION  FOR  READERS  OF  FORBI 

The  advertisers  listed  here  want  to  make  information  available  to  readers  of 
FORBES.  For  the  type  of  information  available,  see  the  categories  below.  To  obj 
information,  see  the  adjoining  page. 


Products/Services  Information 


1 .  Acura  Automobile,  a  Division  of 

21. 

Federal  Express  Corporation 

41. 

Olympic  Sales  Co. 

American  Honda  Motor  Co..  Inc. 

22. 

Georgia  Pacific  Corporation 

42. 

Peterbilt  Motors  Compj 

2.  Alexander  Proudfoot 

23. 

Guest  Quarters  Suite  Hotels 

43. 

Pitney  Bowes 

3.  Audemars  Piguet 

24. 

Hartmann  Luggage  Company 

44. 

Polaroid  Spectra  Syste 

4.  Banco  Do  Brasil 

25. 

Hazel  Office  Products 

45. 

The  Pontchartrain  Hote 

5.  Brunswick  Corporation 

26. 

Hewlett-Packard 

46. 

Prime  Computer,  Inc. 

6.  Campton  Place  Hotel 

27. 

Insurance  Information  Institute 

47. 

Prudential-Bache  Capit 

7.  Canon  U.S.A.,  Inc.— 

28. 

Interplak,  The  Home  Plaque 

Funding 

Copier  Division 

Removal  Instrument 

48. 

Raytheon  Company 

8.  Canon  U.S.A.,  Inc.  Facsimile 

(Dental  Research  Corp.) 

49. 

Rolex  Watch  U.S.A.,  In 

Division 

29. 

Jaeger-LeCoultre 

50. 

Santa  Fe  Industries 

9.  Dale  Carnegie  &  Associates, 

30. 

Kelly  Services 

51. 

Schott  Corporation 

Inc. 

31. 

The  Lancaster  Hotel 

52. 

Sharp  Electronics— Fa( 

10.  Chevrolet  Fleet  Sales 

32. 

Leaseway  Transportation 

53. 

Stone  Container  Corpo 

11.  Chrysler  Car 

33. 

Liberty  Mutual  Insurance  Co. 

54. 

Toshiba  America,  Inc.  ( 

12.  Chubb  Group  of  Insurance 

34. 

Lone  Star  Industries  Pyrament 

Products  Group 

Companies 

Division 

55. 

U.S.  Postal  Service/Ex| 

*^3.  CIGNA  Corporation 

35. 

MasterCard  Gold  Card 

Mail 

14.  Cintas  Corporation 

36. 

Mead  Paper 

56. 

US  Sprint 

15.  ConSern/U.S.  Chamber 

37. 

Minolta  Camera 

57. 

Uniforce  Temporary  Se 

16.  Daewoo 

38. 

Moore 

58. 

Video  Arts 

17.  Eagle's  Nest  Homes 

39. 

Numismatic  Guaranty 

59. 

Zenith  Data  Systems 

18.  Embratur  Brazilian  Tourist  Board 

Corporation  of  America 

60. 

Zurich-American  Insure 

19.  Exide  Electronics 

40. 

NYNEX  Corporation 

Group 

*20.  Fansteel 

Annual  Reports 

61 .  ALLTEL  Corporation 

64. 

Brunswick  Corporation 

66. 

Lomas  Financial  Group 

62.  BP  America 

65. 

ICI 

67. 

Parker  Hannifin 

63.  The  Brazil  Fund 

Financial  Products/Services  Information 

68.  Northwt:.terr.  National  Life 

71. 

USF&G  Corporation 

Insurance 

72. 

US  WEST  Financial  Services 

69.  SteinRoe  Mutu-^      -nds 

70.  Twentieth  Centui  y  Investors. 
Inc. 

Area  Developmer  t  information 

73.  French  Industrial  Develop.   .  74.  Georgia  Department  of  Industry 

Agency  &  Trade 


75.  Michigan  Department  ol 
Economic  Development 


A  most 


impressive 
performer 


For  37  successful  years, 
VISION  has  been  Latin 
America's  most  preferred 
international   magazine. 
Obviously,   top-level 
readers  like  our  style. 

Tbat's  because  the  most 
important  writers  in  this  area 
talk  to  an  audience  of  600,000 
with  VISION'S  unique 
command  of  the  language. 
No  wonder  the  finest  products 
and  services  from  all  over  the 
world  advertise  in  VISION. 

VISION'S  circulation-200,000 
copies  every  fortnight,  audited 
by  ABC— is  the  largest  of  any 
Latin  American  news/business 
magazine  by  far. 

A  very  impressive  performance. 
And  one  you  can  capitalize  on 
as  an  advertiser  by  talking 
directly  to  the  people  with 
VISION  who  travel,  entertain, 
run  businesses,  bank  and  buy 
with  an  eye  to  success. 


Visibility  where  it  counts 


--'^■''W^ 

rketing 

Edited  by  Jeffrey  A.  Trachtenberg 


Forget  the  melting  pot.  Japanese  here  say  |p 
they  want  their  own  style  noodles,  tobacco  Wg^ 
and  even  bread.  Sawy  Japanese  marketers  f^^ 
are  giving  it  to  them. 


Coffee  at  $4  a  cup  n^ 


By  Gale  Eiaenstodt 


ONCE  A  WEEK,  hordcs  of  Japanese 
homemakers  from  as  far  away 
as  Washington,  D.C.  descend 
on  the  Yaohan  Plaza  in  Edgewater, 
N.J.,  about  10  miles  from  Manhattan, 
to  shop  for  groceries.  They  might  load 
their  carts  with  boxes  of  Japanese- 
made  Snow  Brand  margarine  at  $2.59; 
$1.99-a-package  enoki  mushrooms 
grown  under  Japanese  supervision  in 
Fresno,  Calif.,  and 
$24.90-a-pound  Ha- 
waii Kona  Coffee.  Fi- 
nally they  may  stop 
at  the  Kinokuniya 
bookstore  and  pay 
$44.70  for  a  two-vol- 
ume set  of  Paul  Ken- 
nedy's recent  book. 
The  Rise  and  Fall  of  the 
Great  Powers  In  Japa- 
nese, of  course. 

This  past  Septem- 
ber, nearly  a  dozen 
Japanese  companies 
opened  busmesses  at 
the  new  8-acre  Yaohan  Plaza.  These 
included  such  industry  leaders  as  Ja- 
pan Tobacco  ($22  billion  m  revenues 
last  year),  whose  Mild  Seven  brand  is 
second  oaly  to  Marlboro  in  world- 
wide sales.  The  plaza  is  the  creation  of 
Yaohan  Department  Store  Co.,  a  fast- 
growing  $1  billion  food  and  consumer 
goods  retailer  based  m  Shizuoka, 
about  60  miles  from  Tokyo. 

Today  many  Yaohan  Plaza  tenants 
see  this  venture  as  an  ideal  way  to 
test-market  their  products  in  the  U.S. 
at  minimal  risk.  Alth  nyh  there  are 
plenty  of  Japanese  suici markets  in 
the  U.S.,  this  is  the  first  all-Japanese 
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Kenneth  Chen 
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InnovtUiv*  slice  ofTokyo 


mall  on  the  East  Coast. 

Demographics,  among  other  things, 
make  this  a  logical  approach  here. 
Several  miles  down  the  road  in  Fort 
Lee,  N.J.  is  a  large  Japanese  communi- 
ty, where  Yamazaki  Baking  Co.  and 
Ueshima  Coffee  Co.  are  as  well 
known  as  Nestle  and  Nabisco  are  to 
Americans.  Altogether  in  the  New 
York  metropolitan  area  there  are 
some  50,000  Japanese  nationals.  Then 
there  are  the  250,000  or  so  Koreans 
and  Chinese  nearby, 
who  are  also  familiar 
with  many  Japanese 
products.  The  plaza's 
stores  increasingly  at- 
tract American  shop- 
pers as  well. 

The  strip  shopping 
center  has  two  major 
buildings  and  parking 
for  500  cars.  One 
building  boasts  food 
retailers;  the  other 
has  the  bookshop,  an 
electronics  shop,  a 
clothing  boutique 
and  a  household  products  shop. 

You  would  never  confuse  the  prod- 
ucts or  retailing  approach  with  your 
run-of-the-mill  U.S.  strip  mall.  At  the 
gray-and-salmon-columned  UCC 
Cafe  Plaza,  owned  by  Ueshima  Cof- 
fee, a  cup  of  fancy  Jamaican  Blue 
Mountain  coffee,  brewed  with  beans 
delivered  direct  from  UCC's  own 
plantation  in  Jamaica,  costs  $4  a  cup. 
The  service  and  presentation,  as  you 
would  expect,  are  impeccable,  down 
to  the  placement  of  a  tiny  golden 
spoon  on  each  saucer. 

"American  coffee  shops  don't  pay 
that  much  attention  to  flavor,"  says 


We  Yamazaki  bakery 

Selling  JUter-textwwed  bread 

Tokio  Shiraishi,  manager  of  the  l| 
Cafe.  "This  gives  us  an  opportunii 
test  our  store  concept  before  W( 
Manhattan." 

At  the  bakery  owned  by  Yam; 
the  largest  baking  company  in  Japi 
loaf  of  standard  white  English  b 
costs  $1.60.  Yamazaki  flew  two 
ers  in  from  Japan  to  train  local 
and  has  three  more  representai 
from  the  company  to  oversee 
operations.  The  ingredients  are 
in  the  U.S.;  the  bread  differs 
mass-produced  American  brea 
that  it  has  a  finer  texture  and  rii 
taste.  "For  years  we  researched 
U.S.  market  but  now  we're  abl( 
gather  concrete  data  on  what  sel 
says  Masaki  Saito,  who  is  chief  re|_ 
sentative  of  Yamazaki.  There  are 
Yamazaki  bakeries  in  Southeast  i 
and  Australia. 

Plastered  on  one  wall  of  the  pla: 
an  advertisement  for  Mild  Seven  c 
rettes.  Affinis,  Inc.,  Japan  Tobac 
first  retail  venture  in  the  U.S.,  s 
Mild  Sevens  along  with  other  U.S. 
international  cigarette  brands  in 
mall.  Since  April  1987,  when  all 
iffs  on  cigarettes  were  lifted  in  Jaj 
the  company  has  lost  12%  of  the 
mestic  market  to  imports.  Hence 
interest  in  doing  business  in  the  1 
Despite  the  high  yen,  Affinis  price; 
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When  General  Motors  had  half  the  nation 's 
auto  sales,  marketing  seemed  the  easiest 
part.  Chastened  and  refociAsed,  GM  is  tak- 
ing marketing  mighty  seriously. 

"A  brand  is  like 
a  friend" 


7   I  CC  Cafe  Plaza 

X  TK  flavor,  but  higher  prices, 

].  anese  cigarettes  competitively 
V:h  American  brands  (a  carton  of 
Md  Seven  Lights  costs  $12.40  and 
t  re's  a  coupon  for  an  immediate  $2 
r  ate). 

I^ow  that  they  have  shov^oi  the 
Vrld  what  they  can  do  in  manufac- 
t  ing,  now  that  they  have  begun  to 
r  ke  a  major  mark  in  international 
f  ance,  what  could  be  more  logical 
t  n  that  Japanese  companies  would 
r  ive  in  on  distribution  and  packaged 
g  )ds  in  the  U.S.  ■ 


By  Jerry  Flint 


DID  General  Motors  lose  mar- 
ket share  only  because  Buicks 
looked  like  Oldsmobiles,  and 
Oldsmobiles  looked  like  Cadillacs, 
and  Cadillacs  looked  like  everything 
else?  That's  part  of  the  story  but  not 
all  of  it.  Misdirected  marketing  also 
hurt  GM  badly.  But  there's  nothing 
like  a  7  percent4ge  point  drop  in  mar- 
ket share  in  the  last  four  years — to 
37%  today — to  sharpen  the  focus. 

Meet  Shirley  Young,  a  fast-talking, 
Shanghai-bom  New  Yorker,  a  market- 
ing expert  out  of  Grey  Advertising. 
This  year  she  was  named  GM  vice 
president  for  consumer  market  devel- 
opment (a  new  title).  She's  the  outsid- 
er brought  in  to  help  the  boys  do  it 
right.  She  sits  in  a  plain  beige  office  on 
the  14th  floor  of  the  GM  headquar- 
ters— that's  Chairman  Roger  Smith's 
floor — and  reports  directly  to  GM's 
all-powerful  executive  committee. 

Young  worked  for  General  Motors 
five  years  as  an  outside  consultant, 
but  the  carmaker's  brass  wanted  her 
on  board  after  she  read  them  a  six- 
page  paper  in  1986  on  what  she  calls 
"brand  equities."  This  year  she  joined 
GM  on  a  full-time  basis. 

Young  is  shaking  the  tree  in  De- 
troit. Listen  to  her: 

"In  the  late  1970s  and  early  1980s 
Chevrolet  said,  'Gee,  I  don't  like  being 
hot  dogs  and  apple  pie.  I  want  to  be 
trend-setting  and  foreign.'  They 
shouldn't  still  be  the  old  hot  dogs  and 
apple  pie.  That's  1950s.  But  they  need 
to  be  today's  version  of  whatever  the 
bond  is  that  Chevrolet  had  with  the 
American  people."  What's  today's 
equivalent     of     mom-and-apple-pie? 


Well,  there's  the  new  flag-waving  and 
evocative  "Heartbeat  of  America" 
theme  created  for  Chevrolet  by  Lin- 
tas:  New  York. 

This  carries  out  the  spirit  of 
Yovmg's  philosophy,  a  philosophy  she 
outlined  clearly  in  that  1986  report. 
Says  she:  "The  paper  started  out  by 
saying  that  a  company's  greatest  as- 
sets are  its  brand  equities.  You've  got 
to  make  sure  that  you're  always  tak- 
ing care  of  them,  adding  luster  to 
them,  making  sure  that  they  keep 
contemporary  with  the  marketplace." 

The  message  was  loud  and  clear: 
You  update  a  strong  image  but  you 
don't  just  throw  it  away  and  try  re- 
placing it  with  something  totally  dif- 
ferent. "A  brand  is  like  a  friend," 
Young  says.  "Levis  are  my  friend.  I 
know  what  they're  like.  Chevrolet  is 
like  my  friend.  McDonald's  is  like  my 
friend.  You  just  don't  tamper  with 
that."  If  it  sounds  shocking  that  GM 
didn't  understand  the  concept,  don't 
be  too  shocked. 

GM's  divisions.  Young  recognized 
then,  had  lost  their  way.  Cadillac,  for 
example,  had  lost  its  sense  of  mission. 
Instead  of  trying  to  build  the  best  cars 
in  the  world  it  was  building  volume 
by  moving  down  the  price  scale.  As  a 
result  of  Young's  advice,  GM  divi- 
sions have  since  been  ordered  to 
search  their  history  and  rediscover 
what  they  stood  for — their  brand  eq- 
uity, as  she  calls  it.  Each  division  now 
has  a  "mission  statement"  outlining 
what  is  expected  of  its  cars. 

Some  of  these  get  a  little  mushy — 
"Oldsmobile  is  a  car  company  recog- 
nized for  engineering  excellence  and 
advanced  technology  .  .  .  providing 
products  that  exceed  our  customers' 
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+  767°  F  in  the  sun,  -  388°  F  in  tin 


As  far  as  extremes  of 
temperature  go,  the 
planet  Mercury  will  put 
any  material  to  the  test. 
Temperatures  there  can 
vary  by  more  than 
1080°  F. 


Wii  I  jij  Stark  landscape  of  cra- 
ters, dostand  rock,  Mercury  isn't 
what  you'd  call  an  inviting  planet. 

in    fact,    conditions    on 

Mercury  support  no  life  at  all.  It's 
too  close  to  the  sun  and  its  at- 
mosp'^-ere  doesn't  allow  heat 
and  cold  ■  o  combine.  So  temper- 
atures rise  to  over  ;67°Fonthe 
side  facing  the  sun,  while  it  can 


be  as  cold  as  -388°F  on  the 
dark  side. 

Here   on   earth   it's  not 

easy  to  find  a  material  that  can 
stand  up  to  such  extremes  with- 
out being  damaged.  That  is,  un- 
less your  kitchen  features  a 
cooktop  with  a  "Ceran"  panel. 
Because  even  if  the  temperature 
varies   by   more   than   1472°F, 


"Ceran"  won't  warp  a  fractioi 
an  inch. 

Glass-ceramics       fi 

Schott  also  put  us  in  touch  v 
space.  When  used  in  telesci 
mirrors,  glass-ceramics  m 
these  mirrors  highly  resistan 
temperature  changes.  Schc 
glass-ceramics  are  the  id 
material  for  earthbound  sto' 


irf  would  put  anything  to  the  test! 


glass-ceramic 
^  'S  are  highly  re- 
Mj  0  sudden 
•^  5  in  temperature, 
f  widn't  warp  even 
f  tury. 


or  for  orbiting  millions  of  miles 
above  them  too. 
Glass-ceramics,  availa- 
ble from  Schott  America,  are  just 
one  example  of  how  Schott's  in- 
novative development  responds 
to  specific  needs.  Because  in  to- 
day's world,  special  glass  helps 
keep  technology  advancing. 
Schott  worldwide:50.000 


products,  42  production  facil- 
ities, represented  in  more  than 
100  countries,  with  $  1  billion 
in  sales. 

Schott  in  the  USA:  8  com- 
panies employing  more  than 
1200  people. 

Would  you  like  to  know 

more  about  our  special  glass? 
Write   to:    Schott   Corporation, 


Department  F  15,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


O  SCHOTT 

Nobody  knows  more  about  glass. 


CM  Vice  I'lvsicicnl  S/ur/cy  )(/Nni; 
Talking  tough  and  shaking  the  tree. 


Ajidrin\  Satk> 


expectations  for  quality,  design,  value 
and  driving  satisfaction."  But  the 
point  IS  to  focus  the  divisions  on  their 
distinctiveness  rather  than  their 
sameness. 

In  simpler  language,  Chevrolet  is 
supposed  to  build  lower-price,  quality 
cars,  Pontiac  to  concentrate  on  perfor- 
mance. Olds  is  supposed  to  excel  in 
engineering,  Buick  in  highway  com- 
fort. And  Cadillac  is  supposed  to  be 
the  best. 

This  refocusing,  returning  to  roots, 
also  led  Young  back  into  the  market 
segmentation  that  CM  had  lost.  "It 
means  you  have  to  say,  let's  each  take 
off  a  separate  part  of  the  market.  By 
price  point.  By  customer  image.  So 
that  the  totality  of  General  Motors 
blankets  the  market  more  effectively 
than  each  guy  fighting,  helter-skelter, 
for  rh    .^ame  turf." 

That  VMS  Alfred  Sloan's  original  vi- 
sion of  nearly  70  years  ago.  But  it  had 
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become  fuzzied.  Cadillac  was  moving 
into  Buick's  market  segment,  Buick 
into  Chevrolet's,  and  so  on.  Some 
Buicks  cost  more  than  Cadillacs 
while  some  Pontiacs  cost  more  than 
Buicks.  Each  division  insisted  on  an 
"entry  level  car,"  even  Cadillac  with 
the  $14,000  Cimarron  model.  Each 
division  tried  to  be  a  little  CM  with 
cars  for  everybody,  particularly  the 
profitable  middle  of  the  market. 

With  Young  It's  back  to  Sloan  and 
to  market  segmentation:  Pontiac  is 
the  first  CM  division  offering  all- 
wheel  drive,  a  four-wheel-drive  sys- 
tem designed  to  improve  road  han- 
dling; Oldsmobile  will  be  the  first  CM 
unit  offering  head-up  display,  a  new 
engineering  development  that  pro- 
jects dashboard  readings  onto  the  low- 
er windshield.  Buick  is  downplaying 
Its  "T-Type"  models,  designed  to  give 
European  performance  and  handling. 
Why;  Because  the  Buick  "T-Types" 


were  crowding  into  Pontiac's  pert 
mance  territory. 

The  advertising  messages,  too, 
being  separated.  Olds  commercials 
young:  The  1989  Olds  ad  theme 
"This  is  not  your  father's  Oldsn 
bile."  Buick  ads  are  marketed  to  ol 
customers  who  can  afford  the  higl 
price  tagS;  its  ads  emphasize  that 
cars  are  "distinctive,  substant: 
powerful  and  mature." 

Young  sees  herself  as  a  catal 
within  the  system  for  getting  back 
the  formula  that  made  CM  so  S' 
cessful:  Marketing  is  involved  in  ■ 
planning  of  new  products,  retail  str 
egies,  and  how  each  car  is  position 
Young  is  involved  in  a  sharp  change 
pricing  policy.  Since  1987,  options 
being  grouped  in  packages.  For  exa 
pie,  on  an  Olds  Cutlass  Calais  S,  c 
package  includes  air  conditioner, 
steering  wheel,  power  windows,  d( 
locks  and  antenna,  adjustable  wii 
shield  wiper,  floor  mats,  and  on  a 
on.  The  packages  are  priced  so  i 
customer  will  take  them:  The  bur 
costs  S809,  about  $100  more  than  t 
air  conditioner  itself.  In  other  cas 
formerly  optional  equipment,  like  t 
air  conditioner,  is  put  in  the  ba 
price.  Thus,  prices  appear  higher  a 
get  CM  bad  press.  But  Young  fe 
this  is  not  only  how  people  actua 
buy  cars  but  is  also  more  honest. 

This  new  power  within  CM  is  t 
daughter  of  a  Chinese  diplomat  w 
was  murdered  by  the  Japanese  duri 
the  occupation  of  the  Philippines.  S 
graduated  Phi  Beta  Kappa  with  a  ( 
gree  in  economics  from  Wellesley 
1955,  joined  Grey  Advertising  in  19 
and  by  1983  had  become  president 
Grey  Strategic  Marketing,  a  subs 
iary  of  Grey  Advertising. 

Young  isn't   universally   loved 
GM.  Far  from  it.  Remember:  GM 
still  the  world's  largest  carmaker  < 
spite  the  recent  setbacks,  and  its  exi 
utives  think  they  know  quite  a 
about  the  business.  "I  fought  her 
the  pricing.   Let  me  show  you 
scars,"  says  one  GM  man.  Would  Ft 
tiac  hke  a  small  truck,  which  is  1 
coming  so  popular?  Perhaps  it  ca 
have  one  because  of  Young's  missi 
guidelines,    which    leave    the    tni 
building  to  Chevrolet. 

She  understands  that  the  corpon 
body  tends  to  reject  outsiders.  "Y 
could  hire  God  as  your,  in  quot 
corporate  marketing  vice  preside 
and  It  wouldn't  work."  But  You 
figures  her  five  years  of  consuiti 
with  GM  people  make  her  a  less  un 
miliar  figure. 

Can  she  make  a  difference  in 
outfit  like  GM?  Says  Young:  "Wc 
see  how  it  works."  ■ 
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Special  Advertising  Supplement 


Comes  Back 
With  Afeoom 


by  Gary  Eisler 


the  booming  Pacific  Rim  in  its 
/ard,  enterprising  Oregon  is 
"ig  itself  for  a  whirlwind  of 
h,"  according  to  John  Nais- 
luthor  of  Megatrends.  He  has 
d  Oregon  as  one  of  the  ten 
ess-oriented  "Booming  States 
i  '90s"  that  "show  especially 
promise  for  entrepreneurs 
istablished  businesses  during 
Dming  decade." 
he  state  has  also  received 
narks  from  the  Corporation  for 
prise  Development,  for  pro-, 
g  business  innovation  and  en- 
?neurship.  That  research 
5  calls  Oregon  one  of  the  "new 
sogers"  and  says  it  is  "among 
lost  aggressive  states  in  pro- 
:g  new  enterprises  and 
gthening     existing     busines- 

)regon  has  the  entrepreneurial 
The  state  has  the  highest  rate 
'If-employment  per  capita  in 
ountry,  and  95%  of  the  busi- 
3s  employ  fewer  than  50  peo- 
Governor  Neil  Goldschmidt, 
Hly  Mayor  of  Portland  and  U.S. 
5tary  of  Transportation,  was 
3lf  an  executive  with  the  Nike 


-^vernor  Goldschmidt  has  ap- 
I  ed  as  his  Director  of  the  Ore- 
f  Economic  Development  De- 
fiant (OEDD),  Richard  Reiten, 


also  was  a  businessman,  and 
in  turn,  has  recruited  some  of 
state's  best  business  talent. 


"We  have  a  lot  of  private  sector 
people  who  are  used  to  making 
things  happen,"  he  says. 


**Oregon  is  among  the 
most  aggressive  states 
in  promoting  new 
enterprises  and 
strengthening  existing 
businesses." 


Oregon's  positive  attitude  has 
produced  results.  "We  got  an  ex- 
tremely good  reception  from  the 
state,"  says  Dick  Romano,  vice 
president  of  administration  for  the 
Fujitsu  Microelectronics'  semicon- 
ductor plant,  which  will  employ 
3,000  people.  "They  did  everything 
in  their  power  to  help  us.  We  got  a 
lot  of  assistance  from  local  govern- 
ment in  expediting  permits.  They 
helped  reduce  our  projected  open- 
ing time  from  22  months  to  12 
months.  Others  in  the  industry  said 
it  was  impossible." 

Echoing  the  praise  of  Oregon's 
helpfulness  is  Eystein  Thordarson, 
general  manager  of  Fujitsu  Ameri- 
ca, Inc.'s  145-acre  manufacturing 
complex,  which  will  employ  an  ad- 
ditional 3,000  people,  making  com- 
puter peripherals  for  the  world  mar- 
ket. "Japanese  companies  value 
feeling  welcome,  and  the  OEDD 
made  us  feel  at  home  here,"  ac- 
cording to  Thordarson. 


Fujitsu  is  a  plum  for  Oregon 
because  80%  of  the  firm's  product 
costs  will  be  materials,  and  Fujitsu 
intends  to  buy  most  of  these  locally. 
"Supplying  our  needs  creates  big 
opportunities  for  other  companies," 
Thordarson  notes. 

Oregon  has  a  number  of  funds 
to  help  business.  One  assists  com- 
munities with  loans  and  grants  up 
to  $1  million  to  build  infrastructure 
— such  as  roads,  water,  sewer  lines 
and  power — needed  for  new  or  ex- 
panding business.  Small  business- 
es can  get  low-cost  financing  in 
Oregon  through  composite  reve- 
nue bonds.  Even  businesses  head- 
quartered elsewhere  but  with  a 
subsidiary  in  Oregon  are  eligible 
for  state  help. 

Oregon's  encouragement  of 
business  does  not  stop  with  mon- 
ey. The  Small  Business  Develop- 
ment Centers  at  21  community  col- 
leges and  four-year  universities 
throughout  Oregon  offer  one-on- 
one  assistance  along  with  confer- 
ences and  workshops. 

They  have  aided  flourishing 
business  areas  around  the  state, 
such  as  Klamath  Falls,  where  in- 
dustry is  thriving  and  where  the  Or- 
egon Institute  of  Technology  is  pre- 
paring individuals  to  take  their 
places  in  Oregon's  economy.  Simi- 
lar situations  are  taking  place  at 
other  Oregon  cities,  such  as  Cor- 
vallis,  home  of  Oregon  State  Uni- 
versity, and  Eugene,  home  of  the 
University  of  Oregon.  Both  areas 
are  experiencing  significant  busi- 
ness  growth    and    record    enroll- 
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ments  at  their  respective  institu- 
tions of  higher  education. 

The  smart  money  is  picking  Or- 
egon for  investment.  "Big  apart- 
ment-complex developers  have 
thousands  of  units  planned  or  un- 
der construction  in  the  hottest  in- 
vestment market  this  decade,'  ac- 
cording to  Bruce  J.  Korter,  senior 
vice  president  for  Grubb  &  Ellis 
Commercial  Real  Estate  Services. 

Not  just  apartments,  but  retail  is 
exploding  as  well,  Korter  says. 
"There  is  practically  no  retailer  left 
on  the  list  of  the  top  100  v\/ho  is  not 
now  looking  at  Oregon.  Portland 
has  become  the  retail  center  of  the 
Northwest. 


Massive  hydroelectric  dams  on  the  Columbia 
and  other  rivers  provide  the  state  with  clean, 
low/  cost,  and  plentiful  electric  power 

"Good  industrial  land  is  abun- 
dant and  sells  for  about  $2  per 
square  foot  in  Portland  compared 
to  $7  to  $9  in  the  San  Francisco  Bay 
area,"  he  adds. 

Oregon  also  has  a  great  loca- 
tion on  the  Pacific  Rim.  "We  can 
call  Japan  when  it  is  4  p.m.  our 
time,  and  it  will  be  8  am  there  the 
next  day,"  notes  Thordarson  of  Fu- 
jitsu That  gives  Oregon  an  advan- 
tage over  points  east. 

"The  OEDD  serves  as  a  con- 
duit for  companies  wanting  to  do 
business  in  Asia,"  according  to 
Reiten.  OEDD  has  established 
trade  and  information  centers  in 
Seoul  and  Taipei  and  has  doubled 
the  size  of  the  Japanese  represen- 
tative office  in  Tokyo. 

The  Port  of  Portland  was  re- 
cently chosen  by  Hyundai  to  import 
100,000  to  250,000  cars  per  year. 
The  Port  is  already  one  of  tf:3  big- 


gest auto  import  centers  in  the 
country,  at  400,000  vehicles  per 
year.  Portland  has  the  best  rail  ac- 
cess  in   the   Northwest   because 


Portland  International 
Airport  saw  an  11  % 
passenger  increase 
last  year,  making  it  the 
fastest-growing  major 
city  airport  on  the  West 
Coast. 


trains  can  reach  the  interior  of  the 
continent  without  crossing  major 
mountain  ranges.  It  also  has  excel- 
lent north-south  and  east-west  free- 
ways. 

Portland  has  the  only  major  air- 
port on  the  West  Coast  with  both 
land  for  major  expansion  and  air 
routes  still  available.  And  Portland 
IS  the  only  gateway  for  overnight 
small  parcel  shipping  to  Japan. 

Portland  International  Airport 
saw  an  11%  passenger  increase 
last  year,  making  it  the  fastest- 
growing  major  city  airport  on  the 
West  Coast.  It  is  served  by  16  do- 
mestic and  international  airlines,  in- 
cluding Delta,  which  flies  directly  to 
Tokyo,  Seoul  and  Taipei.  The  over- 
seas flights  have  been  so  success- 
ful that  in  less  than  a  year  and  a  half 
Delta  has  gone  from  five  depar- 
tures per  week  to  15  and  will  fly  to 
additional  Asian  points  from  Port- 
land 

Portland  is  perfectly  situated  to 
become  "a  global  meeting  place," 
according  to  William  C.  Scott  Jr., 
president  of  Pacific  Development 
Inc.,  a  subsidiary  of  the  state's  larg- 
est corporation,  PacifiCorp.  "We 
want  to  make  Portland  the  logical 
place  to  do  business  with  the  Far 
East."  The  company  is  working  with 
a  number  of  Asian  firms  in  develop- 
ment projects. 

Portland  has  unique  assets  for 
handling   international   trade.   The 


Port  of  Portland  invested  $8l 
lion  in  the  largest  floating  dryl 
on  the  West  Coast.  The  port'f 
service  shipyard.  Northwest  \\ 
Ironworks,  one  of  the  largest  (| 
West  Coast,  is  capable  of 
pletely  overhauling  everything 
oil  tankers  to  cruise  ships  and| 
vessels. 

Portland  is  also  home  to  Fl 
International,  which  dredgejl 
builds  harbors,  bridges  and 
heavy   industrial   projects  ail 
the  world,  and  Emmert  Internf 
al,  specializing  in  moving  heal 
dustrial  equipment  and  strucf 
and  transporting  oil-drilling 
ules    from    construction    site 
barges.  That  firm  has  earr 
place   in   the   Guinness   Sod 
World  Records   for  the   heq 
move  made  on  wheels — a 
ton  brick  hotel  in  Texas. 

Oregon  offers  some  of  th(| 
est  electric  rates  in  the  countrj 
cific  Power  and  Light's  indij 
rate  of  3.63  cents  per  kilowatll 
compares  with  an  average  [ 
cents  in  the  New  York  area] 
7.74  cents  in  Los  Angeles. 


Portland  International  Airport  is  served  D) 
1 6  domestic  and  international  airlines  Dirrf 
flights  for  both  passengers  and  small  pac| 
serve  Far  East  destinations 

Oregon's   water   is   aburl 
and  of  high  quality.  Fujitsu  ^| 
electronics  says  Portland's 
quality  was  one  reason  they  cl 
to  locate  here.  The  company  nl 
deionized   and   purified   wati 
make    semiconductors,    anc 
much  less  costly  to  make  Or| 
water  useable. 

Oregon  is  relatively  uncro\i 
and  ranks  39th  in  population 
ty  with  only  27  people  per  sc 
mile,  compared  with  a  state 
New  Jersey  with  986.  Even  tN 
40%  of  the  state's  populatioj 


In  Oregon, 

the  skfs 

the  limit 


Oregon's  a  place  where  you 
can  keep  your  feet  on  the  ground, 
but  still  reach  for  the  sky. 

At  PacifiCorp,  we  know. 

In  77  years  we've  grown  into 
Oregon's  largest  corporation,  with  $2.2 
billion  in  annual  revenue  and  four 
lines  of  business. 

Our  electric  utilit)',  Pacific 
Power,  provides  energy  services  and 
some  of  the  lowest  electric  prices  in 
the  nation  to  customers  throughout 
the  Northwest.  And  as  a  leader  in 
economic  development,  it  offers  a 
wide  range  of  services  to  businesses 
interested  in  locating  in  the  state. 

Just  as  important,  our  Pacific 
Telecom  subsidiary  provides  state-of- 
the-art  telecommunications  services 
within  the  region  and  internationally 
to  individuals  and  businesses  looking 
to  the  future. 

Through  NERCO,  our  Portland- 
based  mining  and  resource  development 
subsidiary,  we're  a  major  U.S.  producer 
of  coal,  silver  and  gold.  We're  also 
growing  in  the  areas  of  oil  and 
natural  gas. 

We're  able,  too,  to  meet  the 
needs  of  others  seeking  to  expand 
through  our  PacifiCorp  Financial 
Services'  nationwide  asset  leasing 
and  lending  business. 

So  if  you'd  like  more  information 
on  PacifiCorp  or  would  like  to  learn 
more  about  our  commitment  to  Oregon's 
continued  upward  economic  growth, 
contact  us  at  851  S.W.  6th  Ave., 
Portland,  Oregon  97204.  Or  call 
(503)  464-6060. 


#  FlACIFlCORP 

Electricity.  Mining  Telecommunications  Asset  financing 
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Why  Philip  Marsh 

took  to  the  swamps 

for  Fujitsu. 


Philip  Marsh  (that's  his  real  name)  is 
a  communications  field  supervisor,  a  guy 
who  ties  telephones  and  data  lines  together 
across  mountains  and  rivers  and  lakes. 
He's  the  best  there  is  in  the  business,  a 
person  you  can  count  on  to  do  the  job  right. 
And  bring  it  in  on  time. 

That's  why  when  US  Sprint,  America's 
leading  fiber  optics  telephone  carrier,  called 
on  us  to  do  a  hard  job,  we  called  on  him 
to  handle  it. 

340-mile  link 

The  job  was  to  install  all  the  electronic 
repeaters  and  switching  equipment  in  a 
340-mile  link  of  US  Sprint's  new  nation- 
wide optical  fiber  transmission  system.  The 
route  ran  from  Houston  to  New  Orleans, 
right  through  the  bayous  and  swamps 
of  Louisiana. 

US  Sprint  chose  us  not  only  because 
they  knew  that  our  systems  and  equipment 
are  the  best,  but  because  we  promised 
to  do  the  job  fast.  We  could  make  that  pro- 
mise because  we  had  Philip  Marsh. 


Came  before 
US  Sprint 


Philip  came  to  us  shortly  before  US 
Sprint  did,  and  for  the  same  reason: 
Because  he  knew  who  we  were.  He  knew 
that  we  were  Japan's  number  one  com- 
puter maker,  and  one  of  the  world's  leading 


telecommunications  makers,  with  a  global 
reputation  for  our  fierce  commitment  to 
quality.  We  were  his  kind  of  people. 

He  was  our  kind  of  person,  too— as  he 
proved  in  the  swamps,  where  he  coordi- 
nated the  entire  installation  of  our  state-of- 
the-art  405Mb/s  optical  fiber  transmission 
system,  including  16  separate  repeater 
stations  and  six  switching  stations.  He  beat 
the  mud,  the  mosquitoes,  the  rain  and  all 
the  deadlines.  He  did  a  remarkable  job. 
And  he's  still  doing  remarkable  jobs.  He's 
the  kind  that's  making  us  who  we  are. 


Lightwave  equipment  for  Fujitsu  s  U405Mb/s 
fiber  optics  system,  wfiose  installation  Philip  f^arsh 
supervised  for  US  Sprint.  Fujitsu  offers  fiber  optics 
systems  ranging  from  45Mb/ s  to  810Mb/ s,  includ- 
ing a  digital  loop  carrier  For  information,  call  the 
Transmission  Division.  Fujitsu  America,  Inc.  at 
1-800-7  7  7-F AST. 


FUJITSU 


The  global  computer  &  communications  company. 
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sides  in  the  Portland  nnetropolitan 
area,  Oregonians  don't  spend 
hours  locked  in  traffic  snarls.  And 
that's  important,  in  an  age  when 
connmuters  in  other  cities  arrive  at 
work  too  irritated  to  function. 

The  average  price  of  a  house  in 
the  Portland  area  is  $64,900,  nnak- 
ing  Portland  perhaps  the  lowest- 
priced  housing  market  of  any  major 


Comes  Back 
With  A  Boom 


city  on  the  West  Coast.  "Affordable 
housing  is  a  reality  in  Oregon, 
which  is  encouraging  to  our  com- 
pany, since  we  have  earned  a  rep- 
utation for  developing  innovative. 


Be>^.Ri\n[klin 
IsAuveAndWell 

AndRnancing 

HOUSESlNQElBGaNL 

As  one  of  the  largest  mortgage  lenders  in  the  North- 
west, we're  committed  to  helping  build  Oregon.  We  have 
more  than  226,220  home  loans.  All  backed  by  our 

fii\ancially-diverse$5.3  billion 
Association. 

Whether  lending  money 
or  providing  services,  The 
Benj.  Franklin  is  a  "con- 
structive" part  of  Oregon's 
economy. 


The 
Fiahldin 


FEDERAL  SAVINGS  AMD  LOAM  ASSN 

\ior<  than  $5  billion  strong. 
The  Benj.  Franklin  Financial  Center 
501  S.E.  Hawthorne  Boulevard 
Portland,  Oregon  97214 
503/275-1234 


affordable  building  products,'! 
Harry  Merlo,  president  of  LI 
ana-Pacific  Corp. 

Portland  has  more  ii 
screens  and  restaurants  per  cl 
than  any  other  city  in  the  col 
plus  festivals,  plays,  concertsl 
let,  opera  and  sporting  events! 
has  helped  boost  Oregon's  tol 
by  25%,  after  a  year  that  hi\ 
ready  broken  records. 

"It's  harder  to  find  a  pa 
place  downtown  on  the  weeJ 
than  during  the  work  week.f 
cording  to  George  "Bing"  She! 
His  SERA  Architects'  18  hij 
renovation  projects  add  to  th 
chitectural  diversity  of  dowrj 
Portland.  Architects  see  the  cl 
a  combination  of  "good  desigij 
excellent  historic  preservatiorl 


Oregon's  1 1 .245  foot  Mt  Hood  from  pictu 
Trillium  Lake  is  a  striking  symbol  of  the  sta'J 
nationally  known  quality  of  life 

Oregon's  climate  is  mod^ 
Even  on  rare  hot  days,  C 
low  humidity  makes  it  comfor 
Snow  is  rare  where  most 
live,  although  there  is  plenty  oj 
Hood,  which  boasts  the  only 
round  skiing  in  North  America 
Mt.  Bachelor,  where  powder 
helps    make    central    Oregc 
world-class  resort  area. 

Livability  is  one  of  Orel 
most  important  assets.  Robe! 
Pamplin,  Jr.,  for  example,  ope! 
the  $400-million  R.  B.  Paf 
Corp.  from  Portland  —  even  th| 
the  firm's  1 9  textile  mills  and  re 
facilities  are  in  the  South,  t 
he  prefers  to  live  in  Oregon,  i 
climate  and  quality  of  life  ail 
much  better  here,"  he  explain! 

And  Art  Riedel,  president  d 
$250-million  Riedel  Internaf* 
stays  in  Oregon  because  he  fills 
easier  to  recruit  top-quality  ifl 
here.  "We  don't  have  any  trcC 
getting  people  to  come  herein 
problem  we  have  is  getting  tht' 


1  9  ■  1  6  ■ 

tAACLEAK 
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'hances  are,  things  would 
n  te  a  bit  different.  For  one 
If  Portland,  Oregon  probably 
1  n't  be  among  the  top  25 
:i.area  markets,  Hke  it  hap- 
^  0  be  now.  Our  primary 
1  g  partners  might  be  just 
r.  -he  road  a  piece,  instead  of 
)^r  the  Pacific  Rim. 


Don't  get  us  wrong.  We 
know  Portland  didn't  get  where 
it  is  just  on  the  strength  of  the 
Port's  marine  terminals,  or  our 
ship  repair  yard,  or  the  interna- 
tional airport,  or  all  our  indus- 
trial real  estate.  It's  happened 
because  of  an  extraordinary 
spirit  of  statewide  cooperation. 


But  we  do  like  to  point  out 
that  in  Portland,  Oregon,  the  port 
plays  a  very  fundamental  role.  In 
fact,  you  might  say  it's  as  basic  to 
our  city's  economy  as  it  is  to  our 
city's  name. 

@  Port  of  Portland 
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leave  when  we  want  to  transfer 
thenn."  Riedel  also  likes  the  gentle- 
man's-handshake  way  business  is 
conducted  in  Oregon.  "People  trust 
each  other  here." 

Ask  visitors  to  Oregon  what 
they  like  best  about  the  state  and 
they'll  most  likely  say  "the  scen- 
ery," and  who  can  blame  them? 
From  the  bustling  deep  water  port 
at  Coos  Bay  to  the  resort  areas  at 
Lincoln  City,  Newport  and  Seaside, 
the  Oregon  coast  offers  beach- 
combing, fishing  and  relaxing  and 
is  one  of  Oregon's  favorite  get- 
aways. 

There  are  wild  and  scenic  riv- 
ers ranging  from  the  Rogue  in  the 
Medford  area  to  the  Deschutes 
near  Bend,  Grande  Ronde  near  La 
Grande  and  Owyhee  near  Ontario, 
where  people  can  float  through 
rapids,  fish  and  forget  everything. 
World-class  windsurfing  can  be 
found  in  the  scenic  Columbia  River 
Gorge  near  Hood  River.  The  Wal- 
lowa Mountains,  referred  to  as 
America's  Switzerland,  and  the 
Blue  Mountains — both  near  Pen- 
dleton and  Baker — offer  deer  and 
elk  hunting  as  good  as  any  to  be 
found    Oregon's  forests  are  thick 


Comes  Back 
With  A  Boom 


with  gigantic  trees;  the  farms  are  as 
picturesque  as  they  are  productive, 
and  the  silent  desert  offers  solitude 
spiced  with  the  scent  of  sagebrush. 

Besides  the  scenery,  visitors 
say  the  next  best  thing  about  Ore- 
gon is  the  friendliness  of  its  people. 
Oregonians  will  actually  smile  at 
perfect  strangers.  The  people  re- 
spect the  land  as  they  do  each 
other.  Bottles  and  trash  don't  litter 
the  roadways,  and  the  beaches,  by 
statute,  are  public.  Oregon  land- 
use  laws  preserve  both  urban  and 
rural  environments.  Nor  will  you  see 
an  eternal  brown  cloud  hanging 
over  the  cities.  State-mandated  ve- 
hicle checks  keep  air  clean. 

Though  Oregon  is  known  for  its 
beauty,  its  most  important  resource 
is  its  people.  Companies  choose  to 
locate  here  in  part  because  of  Ore- 
gon's quality  work  force.  "They  are 
more  diligent  and  less  likely  to  jump 
from  job  to  job,"  according  to  Fu- 
jitsu America's  Thordarson.  Ore- 
gon workers  have  one  of  the  lowest 


The  Benj.  Franklin 
Makes  Move  Easier 

Companies  new  to  Oregon  have  a 
waiting  ally  in  The  Benj  Franklin 
Federal  Savings  and  Loan  and  its 
subsidiaries  Not  only  does  the  firm 
have  prime  developable  commer- 
cial property  available  through  its 
subsidiary,  BenjFran  Development, 
but  also  financing  for  industrial  ma- 
chinery through  Benj  Franklin  Leas- 
ing another  subsidiary 

The  company  is  ready  to  wel- 
come newcomers  to  Oregon  with 
top-quality  aftordable  housing,  de- 
veloped lots  and  tr.ancing  to  buy  or 
build  across  the  Portland  metropoli- 
tan area 

The  Benj.  Franklf!  is  the  largest 
savings  and  loan  headquartered  in 
Oregon,  with  assets  of  $5.3  billion, 
deposits  of  $3.3  billion,  and  87 
branches  in  Oregon,  Washington. 
Idaho  and  Utah  In  addition  to  horre 
loans,  the  firm's  subsidiaries  also 
offer  real  estate  appraisals,  ins,; 
ance,  and  a  full-service  investrr  ,■ 
brokerage  for  stocks,  bonds,  mutuai 


funds  and  retirement  programs. 

But  it  IS  also  known  as  perhaps 
the  best  quality  residential  develop- 
er in  the  state  to  offer  such  a  wide 
range  of  financial  services  Benj. 
Franklin  subsidiaries  were  involved 
for  three  consecutive  years  in  'The 
Street  of  Dreams, '  an  annual  show- 
case of  the  best  quality  homes  built 
by  Portland's  top  contractors. 

The  project  twice  was  at  Benj- 
Frans  Waterhouse  development  A 
year  previous  it  was  at  Charbon- 
neau,  a  planned-unit  development 
south  of  Portland  that  centers  on  a 
27-hole  golf  course,  in  a  resort-like 
atmosphere 

Indeed,  all  of  BenjFran  Devel- 
opments' projects  throughout  the 
Portland  metropolitan  area  are  top 
quality,  and  each  has  its  own  stamp 
of  distinctiveness.  The  Old  River 
Woods  development,  for  example, 
near  fashionable  Lake  Oswego,  of- 
fers a  private  boat  slip  on  the  Wil- 
lamette river  for  every  homesite. 

It's  quality  living  such  as  is  of- 
fered through  The  Benj.  Franklin 
companies  that  make  people  who 
come  to  Oregon  want  to  stay. 


turnover  rates  in  the  countr 
3.5%  in  the  electronics  indi 
compared  with  17%  natioi 
Some  high-ranking  Japanese 
ecutives  say  Oregon's  workfoi 
as  productive  as  Japan's. 

l\\\;5  ■.•.■••:: 
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Portland.  Oregon's  largest  city  as  well  as ,  i 
West  Coast  business  center,  serves  as  th( 
gateway  to  the  Pacific  Rim  trade  regions 

"What  people  here  feel  ci! 
tutes  a  good  day's  work  is  diffi 
than  other  places,"  accordir 
Fujitsu  Microelectronics'  Rom 
Oregon  also  has  the  well-lr;i 
engineering  talent  he  seeks.  ' 

Oregon's  high  school  stuc 
rank  second  in  the  country  in 
scores.  Three  out  of  four  Oi 
nians  25  or  older  are  high  sr 
graduates,  compared  with  twi 
of  three  nationally,  ranking  Or 
eighth  in  the  country.  Oreg( 
seventh  in  vocational  educ 
through  community  college 
ing,  and  12th  in  college  and  ur 
sity  enrollment  per  capita. 

Oregon  has  the  right  peof 
the  right  place  at  the  right  time 
it  is  not  waiting  for  good  thini 
fall  into  its  lap.  Government 
industry  are  working  together  t 
prove  the  business  climate, 
welcome  mat  is  out  for  indivic 
and  companies  who  can  set 
untapped  opportunities  in 
gon's  future,  and  who  want  t 
part  of  an  aggressive  busin 
government  team.  ■ 

Gary  Eisler  is  a  Portland  anj 
business  writer  and  public  rel] 
tions  consultant. 
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Vd  if  staking 
)  r  the  country. 

Homes 
;  irywhere  are 
)'ng  built  from 

i'imarkable  ,,---v;^-^' 

1 V  construction         '  ^"^'"^^ 
)  lel  from  Louisiana-Pacific 

If  s  called  Inner-Seal®,  and  if  s 
i  ing  over  the  house,  too.  The  roof 
1 1  wall  sheathing,  the  flooring,  the 
\  ierlayment,  the  sidings,  even  the 
;'  ;crete  form  for  the  foundation  - 
1  yre  all  Inner- Seal  products,  and 
i  /re  all  raising  the  standards  of 
)  formance  to  a  whole  new  level 

To  develop  Inner-Seal, 
-  lisiana-Pacific  improved  on  the 
1 1.  We  took  it  apart,  keeping  all 
1  good  qualities  of  wood,  throwing 
)  the  bad  ones,  and  adding  in 
'*  le  extra  benefits  to  make  it 
)  form  exactly  the  way  we 
^  ited  it  ta 

Our  exclusive  new  binder, 
:<  ibined  with  specially  engineered 
^  xi  shapes,  creates  a  panel  that 
'  ists  moisture  from  the  inside 
) .  So  it  controls  expansioa 
siiukage,  bulging  swelling 
1  amination,  splitting,  curling, 
\.  I  buckling  During  and  after 
:iistructioa 


In  short.  Inner- Seal  does 
the  job  better  than  anything  else 
on  the  market  And  guess  what? 
If  s  affordable. 

Revolutionary,  yes.  Experi- 
mental, no.  We  know  this  is  the 
future  of  building  Louisiana-Pacific 
is  committed  to  the  exclusive 
production  of  the  complete  Inner- 
Seal  product  line  in  fourteen  plants 
across  North  America  That  makes 
us  the  largest  producer  of  this 
product  category  in  the  world 

As  a  company,  we're  just  not 
satisfied  with  the  traditional  com- 
modity building  materials.  So  we're 
creating  innovations  like  the  Inner- 
Seal  family  throughout  our  entire 
range  of  construction  materials.  In 
fact,  the  home  you're  looking  at  is 
built  almost  exclusively  from  I^P 
products:  lumber,  windows,  doors, 
millwork,  plywood,  particleboard, 
medium  density  fiberboard,  and 
even  horticultural  products. 

*  Inner- Seal  is  a  registered  trademark  of  Louislana-Paciiic  Corpi 


So  get  ready 
for  new  develop- 
ments from  I^P. 
We're  going  to  be 
everywhere  you 
look. 

We'd  be  glad 
to  send  you  a  copy  of  the  Louisiana- 
Pacific  story.  Please  drop  us  a  note 

A  Personal  Guarantee. 

When  you 
buy  a  Louisiana- 
Pacific  product,  we 
expect  you  to  expect 
the  best  Not  just 
quality.  But  a  com- 
petitive price.  A 

satisfactory  business  relationship. 

And  service  that  leaves  you  completely 

satisfied 

The  12,500  men  and  women  of 

Louisiana- Pacific  join  me  in  giving 

you  our  personal  guarantee  We 

will  perform.        c-         i 
*^  Sincerely, 

Harry  A  Merlo 
Chairman  and  President 


1» 


Louisiana-Pacific 

Dept  F,  PO  Box  15273 
Portland  OR  97215-0273 
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Both  Sdes  CaiftWir 


In  Oregon,  there's  a  big  c 
ence  in  how  the  age-old  strugEi 
development  priorities  is  resol 

The  difference  is  there's 
strugde. 

That's  because  Oregon  iij 
built  on  the  premise  that  co 
is  more  productive  than  confn 
tion.  So  we're  just  as  interestec 
growth  of  business  as  we  are  ii 
growth  of  our  forests. 

Which  means,  for  respon 
companies,  the  doors  to  develc 
are  open. 

Major  waterways  like  the 
Columbia  River  make  it  easy 
your  products  to  market.  And 
highly  skilled  and  motivated  v 
force  stands  at  the  ready  to  inca 
your  productivity. 

You'll  find  a  healthy  mix 
industry  that  produces  produci 
microchips  as  well  as  with  wo( 
chips.  Along  with  an  educatio; 
tern  that  ranlcs  with  the  best  in 
nation  and  boundless  recreatio 
opportunities. 

So  if  you're  trying  to  cho 
between  a  better  environment 
your  business  and  a  better  life  I 
your  people,  you'd  do  well  to ' 
sider  Oregon. 

Tliat  way  you  can  avoid 
a  choice  at  all. 

Things  Look  Difeimtl 

For  more  informaliort  write  the  Oregon  Defoi 

of  Economic  Development,  595  Cottage  SI 

N.E..  5a/em.  OR  97310.  Or  call  (503)  37.^ 


The  200  Best  Small  Companies  in  America 


If  high-quality  growth  stocks  like  Forbes'  best  200  small 
companies  in  America  regain  favor  on  Wall  Street,  it  will  be 
I  pecially  important  to  remember  what  can  go  ivrong  even  in  the 
best  small  companies.  Below,  five  case  studies. 

Small 
Isn't  Always 
Beautiful 


By  Steve  Kicben,  Evan  Stnrza 
and  Graham  Button 

JESPiTE  A  healthy  recovery  from 
last  year's  plunge,  the  stocks 
of  many  of  the  country's  best 
)wth  companies  remain  well  down 
'm  their  highs.  In  last  year's  market 
)Woff,  investors  learned  the  true 
TOr  of  being  locked  into  small  com- 
oies  when  someone  yells,  "Margin 
11!"  The  best  of  the  best  small  com- 
oies — the  Forbes  honor  roll  shown 
page  284 — were  recently  trading  at 
nedian  14.2  times  earnings.  This  is 
;11  down  from  1986,  when  the  medi- 
price/eamings  ratio  for  the  Honor 
•11  companies  was  18.2. 
Will  this  generally  hostile  climate 
ange?  Investment  sage  John  Tem- 
Jton  thinks  so.  Good  contrarian 
U  he  is,  he  thinks  the  bear  market 
emerging  growth  companies  stock 
•about  to  end  (see  "Streetwalker," p. 
0).  Investors  who  agree  with  him 
11  find  good  pickings  in  our  tenth 
nual  ranking  of  the  best  200  small 


companies  in  America. 

When  using  this  (or  any)  list  of  at- 
tractive growth  companies,  it  is  im- 
portant to  remember  how  unbeautiful 
small  firms  can  very  quickly  turn. 
The  200  companies  on  our  list,  as 
defined  by  William  O'Neil  &  Co., 
publisher  of  Investor's  Daily,  had  a 
minimum  five-year  average  return  on 
equity  of  12%  and  a  five-year  earnings 
growth  rate  of  at  least  9%.  For  the 
latest  12  months,  return  on  equity 
had  to  be  no  less  than  9.4%  and  earn- 
ings growth  6%  or  better.  Long-term 
debt  had  to  be  less  than  equity. 

Alas!  Past  performance  does  not 
guarantee  future  anything.  Below  we 
present  five  companies  whose  perfor- 
mance earned  them  a  place  on  prior 
lists  of  the  best  200  small  compa- 
nies— and  which  subsequently 
dropped  sharply  in  market  value,  and 
off  the  list.  Each  angel  fell  for  different 
reasons.  But  in  each  case  the  reasons 
provide  lessons  for  investors  in  small 
companies,  as  well  as  for  their  owner- 
managers. 


1  RBES,  NOVEMBER  14,  1988 


Clothestime,  Inc. 

ne  trouble  with  yoioig  women 
In  the  early  1970s  Michael  DeAngelo, 
younger  brother  Raymond  and  their 
friend  John  Ortega  II  were  selling 
clothes  at  swap  meets  (southern  Cali- 
fornia-style flea  markets).  The  trio 
came  up  with  a  new  concept  for  sell- 
ing to  young  women:  They  purchased 
large  quantities  of  brand-name  close- 
outs  on  junior  apparel,  mostly  from 
manufacturers,  at  below  wholesale 
prices,  and  sold  the  goods  at  cheap 
prices  to  their  young  consumers. 

By  1987  the  partners  had  built  their 
Anaheim-based  Clothestime,  Inc. 
into  a  $179  million  (sales)  specialty 
retailer  with  over  330  stores  in  18 
states.  From  1982  to  1986,  earnings 
compounded  at  an  average  annual 
rate  of  over  82% .  The  company  went 
public  in  1983  and  by  1987  had  a 
market  value  of  around  $340  mil- 
lion— up  nineteenfold  from  the  public 
offering.  Mike  and  Ray  DeAngelo 
were  worth  $86.2  million. 

And  then  it  all  collapsed.  In  the 
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summer  of  1987,  the  women's  apparel 
business  stalled,  particularly  in  the 
fickle  junior  apparel  segment.  Most 
retailers,  including  the  Limited  and 
the  Gap,  were  hurt.  Clothestime, 
with  Its  whimsical  junior  market, 
was  hurt  even  worse  and  was  forced  to 
slash  markups  in  an  effort  to  maintain 
its  value  image. 

Before  the  downturn,  Clothestime 
was  doing  a  highly  profitable  side 
business  with  private-label  merchan- 
dise. Women  would  come  in  for  a  cut- 


price  brand  name  outfit  and  leave 
with  a  high-margin  item  with  one  of 
Clothestime's  labels.  But  when  busi- 
ness slumped,  the  customers  stuck  to 
brand  names.  The  private-label  divi- 
sion became  an  albatross. 

Net  income  dropped  45%  in  fiscal 
1987  (ended  Jan.  30,  1988),  to  $6.5 
million;  for  the  six  months  ended  July 
30,  1988,  the  company  posted  a  net 
loss  of  $788,000,  versus  a  profit  of 
almost  $7.8  million  in  the  prior  year's 
first  half.  Current  market  value:  $78.5 


million. 

The  DeAngelo  brothers,  who  own 
about  17%  of  the  company,  are  fight- 
ing back.  Recently  Clothestime  re- 
duced its  private-label  merchandise  to 
10%  of  its  mix,  down  from  40%  about 
1  Vi  years  ago.  Citing  recent  improve- 
ments in  the  business  climate  and 
tighter  internal  controls.  President 
and  Chief  Operating  Officer  Norman 
Abramson  says  Clothestime  hopes  to 
open  about  50  new  outlets  in  1989, 
bringing  the  total  to  388.  The  compa- 
ny also  launched  an  advertising  blitz 
to  promote  its  new  emphasis  on  more 
sophisticated,  career-oriented  junior 
apparel. 

"The  ladies'  apparel  business  is  a 
high-risk,  high-reward  business," 
Abramson  notes.  "When  you're  right 
vou're  right,  when  you're  not  you're 
not.  It's  as  simple  as  that."  Something 
to  remember  whenever  an  upstart 
specialty  retailer  comes  up  as  the  top- 
ic of  conversation. 

Nuclear  Support  Services 

Digestion  problems 

Nuclear  Support  Services  Inc.,  of 
Campbelltown,  Pa.,  was  featured 
three  times  on  our  rankings  of  the 
country's  200  best  small  companies. 
The  company's  personnel  assist  in 
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nuclear  plant  maintenance  activities, 
such  as  measuring  radiation  levels 
and  servicing  valves  and  pumps.  NSS 
provides  these  services  only  to  the 
electric  utilities'  nuclear  facilities, 
and  so  is  not  caught  up  in  the  current 
allegations  of  safety  hazards  at  gov- 
ernment nuclear  w^eapons  plants. 

From  1982  to  1987,  NSS  was  able  to 
generate  a  five-year  earnings  growth 
rate  of  21.5%,  despite  competition 
from  giants  like  Westinghouse  and 
Combustion  Engineering.  By  1987  its 
sales  had  grown  to  $40  million,  its 
market  value  also  to  $40  million.  But 
given  the  country's  antinuke  bias,  and 
after  winning  maintenance  contracts 
from  more  than  half  of  the  country's 
operating  nuclear  plants,  where  could 
NSS  look  for  growth?  More  impor- 
tant, how  should  it  look? 

This  is  a  classic  dilemma  for  many 
successful  small  companies.  NSS 
President  Laurence  Strassner  respond- 
ed by  deciding  to  diversify.  In  April  of 
last  year  Strassner  purchased  Henze,  a 
subsidiary  of  ITT,  which  is  one  of  the 
leaders  in  servicing  valves  and  pumps 
for  the  power  industry.  Soon  after, 
Strassner  bought  two  other  compa- 
nies for  a  grand  total  of  about  $15.8 
million  in  cash  and  stock. 

In  making  three  significant  acquisi- 
tions within  a  year,  Strassner  left 
himself  little  cushion  against  the 
things  that  could — and  did — go 
wrong.  Notable  among  these  were 
controlling   costs    of    the    combined 


businesses,  and  lower  than  expected 
revenues  from  one  of  the  acquisitions. 
Debt  financing,  too,  looks  like  a 
mistake.  By  the  time  the  acquisition 
dust  settled,  NSS'  long-term  debt  had 
jumped  to  $13.4  million  and  its  debt- 
to-equity  ratio  from  65%  to  165%.  As 
interest  expense  rose,  earnings  from 
continuing  operations  dived:  from 
$2.4  million  for  the  12  months  ending 
in  June  of  1987,  to  a  loss  of  $800,000 
for  the  12  months  ending  this  June. 
This  year's  losses  could  exceed  $1.6 
million.  The  market  now  values  NSS 
at  less  than  $10  million.  Says 
Strassner  hopefully:  "The  comer  has 
been  turned  and  improvements  in  our 
operations  will  be  seen  in  the  next 
quarterly  report."  But  the  indigestion 
problems  won't  go  away  soon. 

QMS,  Inc. 

Frhitei-'s  (red)  ink 

A  year  ago,  management  at  Mobile, 
Ala.'s  QMS,  Inc.  was  boasting  to 
shareholders  that  the  computer  print- 
er manufacturer  would,  in  the  next 
year  or  so,  garner  more  than  $50  mil- 
lion in  additional  revenues  from  a 
new  sales  and  marketing  agreement 
with  Hewlett-Packard. 

But  QMS  made  a  not  unusual  small- 
company  mistake.  It  became  obsessed 
with  sales  growth  and  forgot  about 
product  support  and  inventory  con- 
trols. "They  thought  that  because  you 
have  a  better  mousetrap,  the  world 
comes  to  your  door,"  says  David  Gar- 
cia, an  analyst  who  knows  QMS  well. 
"They  did  have  a  better  mousetrap,  but 
a  lack  of  management  control  frittered 
away  that  opportunity." 

The  anticipated  business  with  H-P 
centered  on  QMS'  JetScript.  This  em- 
bodied a  software  product  called  Post- 
Script, which  QMS  licensed  from  a 
company  named  Adobe  Systems.  But 
H-P's  customers  began  asking  for 
PostScript  by  name,  and  H-P  decided 
to  deal  directly  with  Adobe  when  it 
designed  its  new-generation  printers. 
QMS  was  stuck  with  dwindling  or- 
ders for  the  first-generation  printers. 

Another  mistake:  QMS  produced  a 
high-quality,  moderately  priced  print- 
er called  KISS,  with  even  more  fea- 
tures than  H-P's  popular  LaserJet 
printer.  But  QMS  neglected  to  offer 
retail  dealers  an  attractive  markup  on 
KISS,  and  overordered  components  to 
build  the  printer.  By  July  of  1988,  in- 
ventory was  over  $71  million,  almost 
double  the  level  less  than  two  years 
earlier.  QMS  financed  much  of  this 
ballooning  inventory  by   taking  on 


over  $30  million  of  debt.  Russell 
Crabs,  an  analyst  with  SoundView  Fi- 
nancial Group,  thinks  QMS  will  lose 
$3  million  to  $5  million  in  fiscal  1988 
(ended  Sept.  30).  This,  against  profits 
of  $8.7  million  in  1987.  The  stock 
plunged  from  26'/4  in  July  1987  to  a 
recent  7.  Management  has  probably 
learned  several  good  lessons.  Unfortu- 
nately, competition  in  the  printer 
business  is  so  rough  that  there  aren't 
many  second  chances. 

Zenith  Labs 

Qualit\'  time 

Zenith  Labs,  of  Ramsey,  N.J.,  had 
been  selling  generic  drugs  for  over  30 
years  when,  in  1985,  it  had  its  best 
year.  Earnings  surged  to  $16  million 
on  revenues  of  $81  million.  This  im- 
pressive performance  was  the  result 
of  seizing  an  opportunity  created  in 
1984,  when  the  Food  &.  Drug  Admin- 
istration relaxed  rules  for  the  approval 
of  generic  drugs.  This  meant  that 
many  popular  drugs,  such  as  Valium 
and  Motrin,  were  about  to  lose  their 
patent  protection.  Zenith  expanded  to 
capitalize  on  the  opportunity. 

For  the  first  two  years  the  expan- 
sion paid  off.  But  in  its  pursuit  of 
market  share,  management  began  to 
ignore  quality  control  and  deviated 
from  good  manufacturing  practices. 
Citing  faulty  production  techniques 
and  unauthorized  alterations  to  drug 
formulations,  the  FDA  in  the  summer 
of  1986  ordered  Zenith  to  recall  33  of 
its  products.  Sales  subsequently  col- 
lapsed to  just  $50  million  as  black  ink 
turned  red. 

As  if  the  situation  weren't  bad 
enough,  Zenith  did  little  to  cure  a 
festering  credibility  problem.  The 
company  had  a  history  of  overly  opti- 
mistic promises  about  upcoming 
product  approvals.  Now,  Zenith  kept 
telling  Wall  Street  and  shareholders 
that  the  FDA  problems  weren't  all 
that  serious.  In  fact,  the  agency  took 
up  to  two  years  before  allowing  Ze- 
nith to  remarket  some  products. 

Stuck  with  excess  capacity,  and 
with  its  product  line  slashed  by  the 
FDA,  Zenith  had  little  choice  but  to 
lower  prices  on  its  remaining  drugs  to 
keep  existing  customers.  Finances  de- 
teriorated so  badly  that  last  May  Ze- 
nith defaulted  on  debt  payments  and 
was  forced  into  Chapter  1 1 .  Four  top 
officers,  including  Chief  Executive 
James  Leonard,  resigned. 

Zenith's  stock  now  trades  at  1V», 
down  from  its  1986  peak  of  18 'A.  The 
board  has  brought  in  Larry  A.  Weber, 


FORBES,  NOVEMBER  14,  1988 


283 


The  200  Best  Small  Companies  in  America 


who  turned  around  Rexall  Drugs,  to 
try  to  clean  up  the  Zenith  mess.  We- 
ber may  have  just  been  dealt  a  lucky 
hand:  In  September  the  FDA  approved 
Zenith's  application  to  produce  ge- 
nerically  a  popular  antihypertension 
drug.  If  Weber  has  learned  from  his 
predecessors'  mistakes,  Zenith  may 
yet  have  a  happy  ending. 

ActMedia 

Give  our  regards  to  Wall  Street 
Sometimes  companies  make  a  mis- 
take no  greater  than  that  of  disap- 
pointing Wall  Street.  Such  a  company 
is  ActMedia  Inc.  Its  business  is  going 
through  some  growing  pains  but  is 
fundamentally  sound.  Yet  Wall 
Street,  once  happy  to  pay  four  times 
revenues  for  the  stock,  now  won't  pay 
over  one  time  (at  a  recent  9  a  share). 

The  Westhampton  Beach,  N.Y.- 
based  company  is  the  outgrowth  of 
Chairman  Bruce  Failing  Sr.'s  clever 
idea  of  placing  advertisements — mini 
billboards,  in  effect — on  supermarket 
shopping  carts,  renting  space  on  the 
carts  from  the  food  chains.  Heavy- 
weight advertisers  like  Philip  Morris, 


Kellogg  and  Procter  &.  Gamble  were 
soon  affixing  their  messages  to  Act- 
Media's  carts.  ActMedia's  revenues 
shot  from  nearly  nothing  in  1982  to 
$94  million  in  1987,  when  the  compa- 
ny earned  $6.6  million  (55  cents  a 
share).  The  stock  roared  to  28 — over 
50  times  earnings. 

As  the  company  approached  the 
$100  million  sales  mark,  Failing  fig- 
ured he  had  to  broaden  ActMedia's 
base.  Last  January  he  acquired 
Shelfvision,  which  puts  ads  on  super- 
market shelves  and  had  been  making 
life  difficult  for  ActMedia.  Failing 
paid  around  $19  million  in  cash  and 
stock.  The  two  were  a  natural  fit,  long 
term.  But  Wall  Street  lives  in  the 
short  term,  and  the  stock  weakened. 

About  the  same  time,  ActMedia 
sensibly  decided  to  get  more  out  of  its 
13,700-person  field  service  organiza- 
tion. It  did  this  by  expanding  such 
related  services  as  in-store  couponing, 
shelf  advertising  and  promotional 
programs.  And  it  ventured  more 
heavily  into  drugstores  with  its  shop- 
ping cart  and  shelf  advertising.  Again 
the  expansion  made  long-term  sense. 


but  at  a  short-term  price:  During  the 
first  three  quarters  of  this  year,  Act- 
Media's  selling,  general  and  adminis- 
trative expenses  climbed  49%,  while 
revenues  were  caught  in  an  overall 
advertising  slowdown.  "We  were 
planning  for  about  $6  million  more  in 
revenues  this  year,"  says  Failing,  "all 
of  which  would  have  gone  to  the  bot- 
tom line."  For  the  first  nine  months 
the  company  reported  a  loss  of  $2.3 
million. 

Not  surprisingly,  when  ActMedia's 
stock  dropped  to  about  half  its  1987 
high  of  28,  Failing  and  other  managers 
attempted  to  take  the  company  pri- 
vate, at  $16  a  share.  But  the  buyout 
collapsed  when  the  bankers  backed 
out  at  the  last  minute.  In  private 
hands  or  public,  ActMedia  looks  like 
a  rebounder.  "After  four  years  of  aver- 
aging 40%  growth,  we  had  to  take 
these  steps  to  get  ready  for  the  next 
phase  of  ActMedia,"  says  Failing,  de- 
termined to  prove  Wall  Street  wrong. 
"Forget  1988.  We  will  be  back  next 
year."  Perhaps  so,  but  stockholders 
have  had  quite  a  roller-coaster  ride 
this  year.  ■ 


The  small  company  honor  roll 

These  17  honor  roll  companies  have  graced  Forbes'  200 
best  small  companies  rankings  for  at  least  four  out  of 
the  last  five  years,  and  have  posted  some  of  the  1988 
group's  better  five-year  and  latest  12-month  returns  on 

equity.  And  as  investments?  A  portfolio  made  by  in- 
vesting $1,000  in  each  of  these  17  stocks  in  October 
1983  would  now  be  worth  $66,244.  This  works  out  to 
an  average  annual  return  of  33.3%. 

Company 

Years  on 

200  best 

list 

Return  on 

5-year 
average 

equity 
latest 
12 
months 

— 5-yeai 
sales 

growth — 
earnings 

Recent 
price 

Value  of 

$1,000 

invested 

10/24/83 

Chief  executive 

American  List 

4 

27.7% 

24.2% 

24% 

19'V, 

10-. 

S3,355 

Martin  Lerner 

Arnold  Industries 

S 

20.7 

24.1 

14 

2,S 

301/. 

3,980 

Edward  H  Arnold 

CPI 

4 

21.9 

22.0 

18 

21 

2IV4 

1,723 

Alyn  V  Essman 

Dress  Bam 

4 

31.9 

39.7 

38 

57 

I3-V4 

5,978 

Elliot  S  (affe 

Dreyfus 

5 

21.7 

18.1 

21 

19 

261/1 

3,330 

Howard  Stein 

Eaton  Vance 

5 

24.2 

27.8 

29 

28 

2OV4 

1,952 

Landon  T  Clay 

Franklin  Rcourtts 

1 

S>S  V 

60  4 

"() 

104 

21U 

12,190 

Charles  B  (ohnson 

lohn  H  Harland 

5 

22.7 

24,4 

11 

19 

21 

2,211 

I  William  Robinson 

Juno  Lighting 

4 

27.3 

,?0.8 

21 

32 

19V4 

5,643 

Robert  S  Fremont 

Lee  Enterprises 

4 

23.3 

26.5 

8 

13 

27% 

2,330 

Lloyd  G  Schermer 

Mylan  Laboratories 

4 

34.7 

28.8 

29 

50 

9'/i 

3,446 

Roy  McKnight 

Napco  Security  Systems 

S 

77  7 

}9  7 

17 

35 

13 

4,035 

Richard  Soloway 

Neuirogena 

5 

34.6 

SS.3 

32 

51 

29 

9,705 

Lloyd  E  Cotsen 

New  England  Business  Ser\'ices 

4 

24.1 

26.9 

13 

16 

21 'A 

1,607 

Richard  H  Rhoads 

Pioneer  Group 

5 

30.2 

29.2 

28 

20 

171/1 

1,071 

lohn  F  Cogan  )r 

Technalysis 

4 

21.1 

21.9 

16 

10 

9V4 

1,009 

Victor  A  Rocchio 

Versa  Technologies 

S 

26.7 

28.9 

12 

26 

15V« 

2,680 

Fames  E  Mohrhauser 

loul 

S66,244 

1 

Source  Wit  ham  O'Neil  <f-  Co  .  Fokhp, 
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Rank 

this  last 

year        year 


Company/business 


Return  on  equity 

latest 
5-year        12 
average  montiis 


5-year 

EPS  Latest  12  mos 

growth  sales      profits     Debt/ 

rate  (mil)        (mil)      equity 


Recent 

Market 

Est 

Book 

stock 

value 

Latest  12  mos 

1988 

value/ 

price 

(mil) 

EPS          P/E 

EPS 

share 

1 

■ 

Melamine  Chemicals 

specialty  chemicals 

262.7% 

100 +  * 

39.0%  $33.0 

S6.77 

0% 

12 

$65.4 

$1.28 

9.4 

$1.35 

$0.12 

2 

8 

King  World  Productions 

distr  &  synd  of  tv  progs 

62.0 

100 +  * 

131.0 

280.8 

59.76 

51 

24'/$ 

632.3 

2.17 

11.5 

2.67 

1.54 

3 

■ 

Quiksilver 

casual  sportswear 

61.3 

29.1% 

97.0 

44.6 

3.07 

0 

6% 

38.3 

0.50 

12.8 

0.78 

1.76 

4 

3 

Franklin  Resources 

fund  management 

58.9 

60.4 

104.0 

201.0 

63.20 

3 

21'/8 

560.1 

2.37 

8.9 

2.86 

3.98 

5 

■ 

Respironics 

respiratory  medical  prod 

55.5 
ucts 

52.3 

55.0 

14.0 

1.32 

5 

13'/2 

21.3 

0.95 

14.2 

NA 

1.68 

Is 

1 

Value  Line                               54.3 
financial  publishing,  investments 

40.5 

16.0 

73.1 

20.01 

0 

21'/4 

212.5 

2.01 

10.6 

NA 

4.97 

7 

5 

PCS                                            52.9        49.1 
prescription  claims  processing  svcs 

45.0 

82.1 

12.43 

0 

141/2 

210.4 

0.86 

16.9 

1.24 

1.75 

8 

■ 

VM  Software 

computer  software 

50.9 

19.3 

35.0 

36.1 

4.43 

0 

141/8 

87.2 

0.70 

20.2 

1.18 

3.72 

9 

6 

Intl  Dairy  Queen 

fast-food  restaurants 

48.2 

43.8 

29.0 

234.6 

19.06 

85 

32% 

315.8 

1.97 

16.6 

2.23 

4.48 

10 

4 

Canonie  Envit  Svcs                45.1 
hazardous  waste  mgmt  svcs 

26.4 

90.0 

47.2 

6.36 

0 

25% 

144.7 

1.16 

22.2 

1.68 

4.29 

ia|| 

p 

t^^^B 

w 

Of  this  year's  200  best  small  companies,  104  made 
our  list  last  year.  Of  those  that  did  not  return,  15  were 
acquired,  at  least  6  outgrew  our  $321  million  sales 
constraint,  and  the  rest  couldnt  maintain  their 
exceptional  growth  rates. 


11 

■ 

GoodMark  Foods 

processed  meats 

43.3 

19.5 

19.0 

121.5 

4.16 

59 

12'/2 

54.9 

0.94 

13.3 

1.25 

4.81 

12 

■ 

Shorewood  Packaging 

paperboard  packaging 

41.1 

41.1 

29.0 

105.5 

12.80 

29 

15% 

205.6 

0.99 

15.9 

1.35 

2.39 

13 

■ 

HWC  Distribution 

distributes  wire,  cable 

40.6 
prods 

27.0 

58.0 

109.5 

6.25 

46 

13 

59.6 

1.20 

10.8 

NA 

4.78 

14 

10 

Merino  Assocs 

computer  software 

38.4 

35.0 

52.0 

44.7 

8.52 

0 

14'/2 

145.3 

0.82 

17.7 

1.05 

2.43 

.15 

.  ■ 

Sigma  Designs                        37.6 
microcomputer  graphic  periphera 

45.0 

s 

111.0 

58.7 

7.14 

0 

13 

60.5 

1.38 

9.4 

2.26 

2.89 

16 

18 

T  Rowe  Price  Assocs             34.9 
mutual  fund  invest  advisory  svcs 

37.9 

35.0 

136.0 

21.91 

3 

32 

229.9 

2.96 

10.8 

3.12 

8.05 

^     17 

■ 

Mylan  Labs 

generic  drugs 

34.7 

28.8 

50.0 

97.5 

25.84 

7 

9'/8 

329.8 

0.72 

12.7 

0.97 

2.48 

18 

■ 

WD-40 

lubricants 

34.7 

44.3 

10.0 

77.6 

14.51 

0 

33 

249.0 

1,93 

17.1 

2.16 

4.36 

19 

23 

Neutrogena 

cosmetics 

34.6 

55.3 

51.0 

168.2 

21.04 

0 

29 

598.5 

0.97 

29.9 

1.36 

1.83 

20 

1 

13 

Trans  World  Music 

music,  video  stores 

34.3 

30.2 

77.0 

219.1 

11.28 

40 

25 '/2 

229.8 

1.25 

20.4 

2.07 

4.15 

■  Not  on  last  year's  list.     'Figure  greater  than  100%.     NA:  Not 

1 

available. 

Stock  prices  as  of  Oct  1^ 
Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System  (IBES);  Forbes. 
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THE  XEROX  FINANCIAL  MACHINE. 


It  can  insure  \our  home.  \our  business,  \our 
car.  and  \our  lite.  It  can  offer  >ou  in\estmer»- 
expertise.  It  can  be  a  capital  source. 

It's  Xerox  Financial  Services— a  network  of 
component  companies  that  can  give  your  finan- 
cial future  a  firm  foundation. 

There's  insurance  protection  for  your  auto, 
home  and  business  from  Crum  and  Forster.  A 
new  generation  of  life  insurance  and  annuities 
from  Xerox  Financial  Services  Life. =^  Unit 
investment  trusts,  mutual  funds,  asset  manage- 
ment and  capital  markets  from  Van  Kampen 
Merritt.  Institutional  brokerage,  research  and 
inxestment  bankine  from  Furman  Selz.  And  the 


ability  to  lease  anything  from  construction 
equipment  to  a  Xerox  document  processor 
through  Xerox  Credit  Corporation. 

They're  all  part  of  Xerox  Financial  Services 
—a  .select  group  of  financial  companies  with 
over  $13  billion  in  assets.  \ 

That's  solid  ground  for  you  to  build  on. 


FINANCIAL  SERVICES 

THE  FINANCIAL  MACHINE 


■m^i-^ 


The  200  Best  Small  Companies  in  America 


1 

Rank 

this         last 
year        year 

Company/business 

Return  on  equity 
latest 
5-year         12 
average  months 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
(mil)        (mil) 

Debt/ 
equity 

Recent 
stock 
price 

Market 
value 

(mil) 

Latest  12  mos 
EPS          P/E 

Est 
1988 
EPS 

Book 
value/ 
share 

21 

19 

Group  1  Software 

computer  software 

32.5% 

46.6% 

66.0% 

$14.0 

$2.21 

1% 

12 

$39.7 

$0.66 

18.2 

NA 

$1.43 

22 

■ 

Wellman 

plastics  recycling 

32.3 

27.0 

31.0 

290.1 

31.30 

40 

39'/. 

562.9 

2.17 

18.1 

$3.00 

8.14 

23 

17 

Heartland  Express 

trucking 

32.0 

32.5 

21.0 

30.8 

4.26 

0 

10 

50.0 

0.85 

11.8 

1.05 

2.62 

24 

32 

Dress  Bam 

women's  apparel  stores 

31.9 

39.7 

57.0 

204.9 

15.80 

0 

13% 

306.2 

0.71 

19.4 

0.89 

'■'''    i 

25 

Reeds  Jewelers 

retail  lewelry  stores 

31.6 

21.8 

41.0 

49.9 

2.00 

35 

7'/4 

25.1 

0.58 

12.5 

1.00 

l.(A 

26 

Iverson  Technology 

modifies  computer  equi 

30.6 
p  for  govt 

24.4 
&.  others 

82.0 

58.2 

4.31 

95 

10% 

41.8 

1.11 

9.8 

1.56 

4.68 

27 

Brandon  Sys 

computer  services 

30.4 

21.8 

78.0 

27.2 

2  13 

0 

12'/. 

29.2 

0.93 

13.7 

1.13 

4.26 

28 

28 

Pioneer  Group                        30.2 
mutual  fund  management 

29.2 

20.0 

56.4 

13.50 

0 

17'A 

106.8 

2.21 

7.9 

2.30 

7.58 

29 

Calgon  Carbon 

activated  carbon 

29.4 

27.2 

25.0 

193.7 

24.47 

25 

29 

574.7 

1.23 

23.6 

1.74 

4.54 

30 

Penn  Treaty  American           28.3 
supplemental  health  insurance 

21.7 

36.0 

16.4 

2.79 

1 

7 'A 

18.9 

1.16 

6.5 

1.55 

5.10 

31 

27 

Inmac                                        28  0 
mail-order  computer  prods 

28.8 

36.0 

222.8 

9.71 

0 

13V4 

129.2 

1.02 

13.5 

1.21 

3.69 

32 

lack  Henry  &  Assocs              27.9 
bankmg  software  and  svcs 

11.2 

9.0 

18.1 

1  06 

18 

35/8 

13.1 

0.29 

12.5 

0.50 

2.62 

33 

30 

American  List 

student  mailmg  lists 

27,7 

24.2 

19.0 

7.4 

1.88 

3 

lOVs 

29.5 

0.68 

15.6 

NA 

2.80 

34 

36 

Napco  Security  Sys 

protective  alarm  equip 

27.7 

29.7 

35.0 

35.2 

4.16 

26 

13 

56.6 

0.95 

13.7 

1.15 

3.22 

35 

37 

Bush  Inds                                 27.6 
ready  to-asscmblc  furniture- 

27.1 

38.0 

92.1 

4.98 

54 

9% 

43.4 

1.11 

8.7 

1.63 

4.07 

36 

■ 

Expeditors  IntI 

freight  forwarding 

27.6 

2.V6 

37.0 

146.7 

6.40 

9 

17 

97.2 

1.12 

15.2 

1.41 

4.75 

37 

35 

Juno  Lighting 

lighting  fixtures 

27.3 

30.8 

32.0 

58.3 

12.03 

13 

i9y4 

180.9 

1.32 

15.0 

1.60 

4.26 

38 

Fastenal                                  27.1 
fasteners,  retails  bldg  matenals 

232 

45.0 

25.2 

2.33 

8 

191/2 

92.5 

0.51 

38.2 

0.73 

2  12 

39 

52 

Versa  Technologies                26.7         28  9 
silicone  rubber  and  fluid  power  prods 

26.0 

45.9 

5.89 

6 

i5y8 

76.0 

1.23 

12.7 

1.51 

4.20 

40 

Sound  Advice                         26  5 

consumer  electronics  stores 

28.6 

55.0 

54.8 

2.25 

1 

6 1/4 

19.0 

0.74 

8.4 

0.85 

2.60 

41 

XL/Datacomp                          26.4 
sells  and  leases  IBM  computers 

29.4 

25.0 

206.8 

9.71 

0 

24 

163.5 

1.36 

17.6 

1.96 

4.54 

42 

Sound  Warehouse 

music,  video  stores 

25.5 

12.6 

29.0 

184.8 

4.53 

0 

\sw 

78.0 

0.87 

17.4 

1.25 

6.95 

43 

Informix 

computer  software 

25.4 

14.2 

88.0 

65.3 

6.34 

0 

8'/2 

100.0 

0.67 

12.7 

1.06 

3.86 

44 

31 

Ashton-Tate 

computer  software 

25.2 

25.9 

61.0 

287.8 

46.42 

3 

24y4 

620.3 

1.81 

13.7 

2.44 

7.13 

45 

Aloetie  Cosmetics 

cosmetics 

25  0 

173 

10.0 

17.6 

2.41 

5 

7 

;  20.6 

0.82 

8.5 

NA 

4.74 

■  Nol  on  lasi  year's  list.     NA:  Not  a\ailable. 

MiKk  pnceN  as  of  Oct   1 " 

\(iiinc's 

'X  illiam  OScil  &  ( 

(* .  Imiiiuiiotial  lirukeri.  Hstimate  System  (IliES):  Fokhes. 
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Not  if  you  have  US  Sprint"  WATS. 

They're  the  clearest,  quietest 
WATS  services  in  the  business. 
Because  every  call,  every  time,  is 
carried  over  Sprint's  nationwide  100% 
digital  fiber  optic  network.  The  one 
preferred  for  sound  quality  by  nine 
out  of  ten  business  people  over  AT&T. 


And  Sprint  fiber  optic  WATS  even 
costs  less.  As  much  as  10-21%  less, 
to  be  exact. 

So  call  US  Sprint  now  and  hear  the 
fiber  optic  difference  for  yourself. 

For  long  distance  that  sounds  the 
best  and  costs  less,  US  Sprint  will  set 
you  straight.  1-800-877-2000. 


US  SprinL 


019A8rSSpnnlC4)mtnLnicatJonsC«jiiipan>  \(iTE.  I  nitedTl'iM-fimmunitalinns  Partnership  ®rSSpnnt  isan-fysU'ri-d  trademark  of  US  Spnni('ommunicaUijns(ompany.Savir^ 


The  200  Best  Small  Companies  in  America 


Rank 

this          last 
year         year 

Company/business 

Return  on  equity 

latest 
5-year         12 
average  months 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
(mil)        (mil) 

Debt/ 
equity 

Recent 
stock 
price 

Market 
value 

(mil) 

Latest  12  mos 
EPS          P/E 

Est 
1988 
EPS 

Book 
value/ 
share 

46 

50 

Boston  Acoustics 

audio  speaker  systems 

248% 

25.2% 

30.0% 

$19.4 

$2.21 

0% 

10% 

$21.7 

$1.10 

9.9 

$1.30 

$4.44 

47 

■ 

BHA  Group                             24,7         24.6 
aftermarket  air  pollution  cntrl  equip 

26.0 

44.3 

2.42 

28 

14 

46.4 

0.72 

19.4 

1.07 

2.98 

48 

■ 

Agency  Rent-A-Car 

auto  leasing 

24.6 

24.3 

27.0 

199.2 

23.50 

92 

18'/2 

427.2 

1.02 

18.1 

1.34 

4.39 

49 

■ 

Video  Display 

cathode  ray  tubes 

24.6 

25.9 

40.0 

31.0 

2.48 

83 

8'/4 

33.3 

0.61 

13.5 

NA 

2.37 

50 

70 

Armor  Ail  Products                24.3 
auto  cleaners  and  protectants 

30.2 

22.0 

132.4 

23.44 

0 

22'/> 

470.4 

1.13 

19.9 

1.55 

3.72 

51 

66 

Eaton  Vance                            24.2 
mutual  fund  adviser  &.  distributoi 

27.8 

28.0 

48.2 

11.62 

18 

2b'/4 

85.7 

2.87 

7.1 

NA 

11.38 

52 

51 

N  England  Business  Svcs 
business  forms 

24.1 

26.9 

16.0 

217.5 

22.44 

8 

21'/2 

372.4 

1.30 

16.5 

1.50 

4.82 

53 

90 

Republic  American 

casualty  insurance 

23.7 

31.5 

37.0 

259.3 

24.94 

58 

U'/s 

274.3 

1.32 

11.3 

1.48 

4.29 

54 

ftO 

MacNeal-Schwendler              23.6          27.1 
computer-aided  engineering  software 

33.0 

38.1 

9.32 

6 

12 

146.7 

0.76 

15.8 

1.00 

2.82 

55 

■ 

Tyco  Toys 

toys 

23.6 

26.1 

65.0 

217.9 

9.40 

47 

13% 

79.1 

1.85 

7.5 

2.44 

6.98 

Big  perfomumce  in  small  packages:  The  median 
5  year  annual  return  on  equity  of  these  200 
companies  is  a  handsome  19%;  the  median  12-month 
return  is  22.8%. 

Ik 

k-\ 

56 

■ 

Lee  Enterprises                        23.3 
newspapers,  broadcasting 

26.5 

13.0 

248.7 

40.25 

50 

17% 

676.9 

1.60 

17.1 

1.80 

6.19 

57 

■ 

Uni-Marts 

convenience  stores 

2.^.2 

13.1 

40.0 

134.0 

2.61 

36 

6'/H 

42.9 

0.41 

16.8 

0.60 

3.19 

58 

■ 

Northwest  Teleprodtns 

videotape  and  film  piodu 

23.0 
ction 

28.5 

27.0 

12.4 

1.43 

26 

8 

13.1 

0.87 

9.2 

NA 

3.06 

59 

■ 

LDI 

computer  sales  and  icasi 

22.9 

15.7 

19.0 

165.1 

5.38 

68 

13V4 

64.0 

1.17 

11.8 

1.65 

7.32 

60 

62 

iohn  H  Harland 

check  printing 

22.7 

24.4 

19.0 

296.1 

46  12 

0 

21 

723.9 

1.33 

15.8 

1.63 

5.49 

61 

■ 

Ohio  Art 

"Etch  A  Sketch"  art  toys 

■)  1     "J 

?S  " 

:4s  1) 

62  6 

4(P 

1 

46    1 

23.9 

6.47 

7.1 

NA 

20.36 

62 

9 

ABI  Am  Businessphones        22  3 

telecommunications  equip 

20.9 

24.0 

,mi 

1.53 

36 

10'; 

17,9 

0.92 

11.4 

NA 

4.36 

63 

■ 

Innovex                                    22.2          11.6        37.0 
precision  tlectromech  comp,  photofin  equip 

25.2 

1.52 

1 

4V« 

20.3 

0.33 

13.1 

0.55 

3.05 

64 

■ 

Rollins  Enviroumtal  Svts 
industrial  waste  mpmt 

22.1 

28.8 

66.0 

202.6 

37.10 

3 

14 'A 

835.6 

0.62 

22.8 

1.00 

2.18 

65 

56 

CPl                                          219 

portrait  studios,  photofinishmg 

22.0 

21.0 

300.2 

25.68 

0 

2iy4 

i63.0 

1.53 

14.2 

2.01 

6.99 

■  No)  on  1:1 

St  \t 

.irsliM      \.\  Not  .iv.iil.ible      Mixk  prices  .i.M)l(X 

t  r 

.s<>/^n<^ 

W  iliuiin  O  Wi'il  (■ 

Co ,  liisliluliotuil  liroliiis  l-simuue  Sysletti  (IBES).  Fokues 
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It  was  designed  and  built  by 


one  of  the  leading  aerospace 


companies  in  the  world. 


Whose  vast  technological 


resources  and  engineering 


mastery  have  yielded  three 


generations  of  military 


aviation  legends.  This  is  why 


its  aerodynamics  are  more 


refined,  its  construction 


more  precise,  its  technology 


FALCON  50 


more  advanced. 


iiriM 


It  is  no  mere  business  jet. 


It  is  the  Falcon  Jet. 


A  higher  standard. 


For  information,  call  Roger  Hazelton, 

Senior  Vice  President  of  Marketing,  at  (201)393-8056. 


FalconJet 

Teterboro,  New  Jersey  07608 


We  see  networl 
from  a  dif ferer 

^urs. 

See  for  yourself  how  NetView  can  help  keep 
your  network  up,  and  your  costs  down. 

At  IBM,  we've  helped  more  companies  set  up  and  manage  computer 
networks  than  anybody  else. 

We've  learned  that  no  two  companies  have  the  same  needs.  And  we  know  ho^ 
cost  efficient  and  productive  your  network  can  be  when  you  manage  it  yourself 

And  that's  exacdy  what  IBM  NetView  lets  you  do. 


NetView  solves  your  missing  links. 


<S 


NetView  is  IBM's  innovative,  advanced  family  of  software 
that  lets  you  control  your  network. 

If  there's  a  weak  link  or  problem  in  your  network,  NetView 
finds  it,  and  enables  you  to  fix  it.  Sometimes 
automatically,  so  no  one's  even  aware  there 
was  a  problem. 

And  NetView  helps  you  manage 
IBM  and  non-IBM  systems,  so 
whether  you're  designing  a  new  network  or  improving  your  present  one,  your 
investment  is  protected. 


(0  IBM  1988 


banaf^ement 


3oint  of  view. 


L 


NetView  makes  your  computer  the  perfect  host. 

Like  any  good  host,  your  computer  shouldn't  keep  people  waiting. 

NetView  works  to  provide  more  reliable,  consistent 
service  to  everyone  on  your  network.  It  automatically 
handles  routine  computer  and  network  messages,  so 
your  control  center  operators  can  concentrate  on  the 
really  important  ones.  As  a  result,  your  network  runs 
^^better  with  fewer  processing  delays. 


NetView  works  nights  and  weekends,  too, 

NetView  can  run  unattended  to  keep  your  network  and  systems  working 

Dund  the  clock. 

ii 

And  since  NetView  never  sleeps,  you  can  do 
siness  at  any  time,  anywhere  in  the  world. 

K  you  re  setting  up  a  network,  or  trying  to 
ike  the  one  you  have  more  productive,  we'd 
3  to  show  you  how  NetView  can  help  you  now. 
)t  call  your  IBM  Representative. 


£?=:   The  Bigger  Picture 


The  200  Best  Small  Compa 

nies  in  America 

1 

1 

Rank 

this         last 
year        year 

Company /business 

Return  on  equity 
latest 
5-yeat         12 
average  months 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
Imil)        (mil) 

Debt/ 
equity 

Recent 

stock 
price 

Market 
value 

(mil) 

Latest  12  mos 
EPS          P/E 

Est 
1988 
EPS 

Book 
value/ 
share 

\ 

66 

43 

Dreyfus 

fund  management 

21.7% 

18.1% 

19.0% 

$267.4 

$96.75 

0% 

26>/2  $1,092.4 

$2.34 

11.3 

$2.82 

$12.97 

67 

■ 

AT  Cross 

pens,  luggage 

21.6 

26.7 

16.0 

206.2 

31.44 

0 

31'/8 

524.5 

1.90 

16.6 

2.23 

7.07 

68 

114 

Liqui-Box 

packaging 

21.5 

24.8 

26.0 

80.4 

6.86 

11 

38 

86.5 

2.96 

12.8 

NA 

12.13 

69 

58 

Paychex 

payroll  accounting  svcs 

21.5 

25.1 

35.0 

86.3 

7.90 

9 

17^/4 

230.8 

0.61 

29.1 

0.93 

2.44 

70 

64 

Uniforce  Temp  Personnel 

temporary  personnel 

21.5 

23.1 

34.0 

83.4 

2.69 

0 

IP; 

51.9 

0,59 

19.5 

0.83 

2.60 

71 

■ 

AEP  Industries 

plastics 

21.3 

21.2 

21.0 

91.6 

3.96 

17 

10V4 

30.9 

1.31 

7.8 

NA 

6.I9I 

72 

67 

CEM 

precision  mstruments 

21.2 

20.0 

29.0 

13.5 

1.88 

0 

16Vi 

36.2 

0.83 

19.6 

1.10 

4.24 

73 

■ 

CareerCom 

vocational  schools 

21.1 

33.3 

88.0 

138.2 

7.40 

95 

lOH 

116.6 

0.63 

16.5 

1.02 

1.98 

74 

■ 

Howell  Industries 

auto  parts 

21.1 

27.8 

61.0 

53.0 

3.97 

6 

23 '/4 

24.5 

3.79 

6.1 

NA 

13.68 

75 

45 

Technalysis                            21  1 
computer  &.  techmcal  svcs 

21  9 

100 

16.1 

1.50 

0 

9^4 

15.7 

0.92 

10.6 

1.20 

4.25 

1 

76 

■ 

Cambrex 

specialty  chemicals 

21.0 

9.4 

33.0 

113.5 

7.21 

9 

14V4 

73.2 

1.35 

10.9 

1.80 

13.94 

77 

44 

Par  Pharmaceutical 

drugs 

21.0 

26.8 

41.0 

94  1 

11,78 

35 

121/4 

134.6 

1.05 

11.7 

1.26 

3.98 

78 

■ 

Total  System  Svcs                   20.9 
bank  card  data  processing  svcs 

34.1 

39.0 

52.7 

8.40 

1 

lV/1 

341.3 

0.53 

40.6 

0.77 

1.55 

79 

■ 

AL  Williams 

lite  insurance,  securities 

20.9 
brokerage 

37,5 

46.0 

288.2 

44.31 

34 

13V4 

339.9 

1.79 

7.7 

2.42 

4.77 

80 

■ 

Geodynamics 

military'  engincenng  and 

20.8 
software 

17,4 

23.0 

42.7 

3.00 

0 

11 

30.9 

1.05 

10.5 

NA 

6.21 

81 

71 

Arnold  Industries 

trucking 

20.7 

24.1 

25.0 

119.7 

13.21 

s 

3OI4 

192.7 

2.07 

14.6 

2.70 

8.59 

82 

54 

Cherokee  Group                     20  7 
women's  apparel  6i  footwear 

179 

46.0 

156.4 

12.76 

2 

12  "3 

154.7 

1.00 

12.5 

1.38 

5.77 

83 

63 

Syms 

discount  stores 

20.7 

22.8 

13.0 

273.7 

18.45 

9 

IIV. 

207.4 

1.05 

11.2 

1.27 

4.59 

84 

■ 

McGrath  RentCorp                 20  4 
sells  and  leases  modular  offices 

21.9 

36.0 

33.8 

6.26 

0 

uv* 

63.4 

1.43 

10.3 

2.02 

6.65 

85 

39 

Intertrans 

freight  forwarding 

20.3 

16.6 

25.0 

122.1 

2.90 

0 

IIV. 

52.3 

0.59 

18.9 

0.93 

3.73 

1 

86 

■ 

Spartan  Motors 

heavy  truck  chassis 

:i),^ 

M  V 

r  0 

31.8 

2.52 

2? 

5''i. 

2".0 

0,51 

11,5 

NA 

0.78 

87 

■ 

Emcon  Assocs                        20.2 
environmental  consulting  svcs 

12.5 

74.0 

23.2 

2.36 

2 

16'/; 

41.4 

1.01 

16,3 

1.30 

7.50 

88 

■ 

Arbor  Drugs 

drugstores 

20.1 

17.7 

33.0 

246.5 

6.66 

44 

1 2 '': 

79.3 

1.05 

11.9 

1.26 

5.93 

89 

106 

Frontier  Insurance  Group 

insurance 

20.0 

32.0 

59.0 

394 

7.03 

0 

11 '/4 

41.2 

1.92 

5.9 

NA 

^  ^8 

90 

■ 

LSI  Lighting  Sys 

outdoor  lighting  fixtures 

20.0 

18.6 

15.0 

38.0 

2.81 

18 

I2V4 

37.2 

1.01 

12.6 

1.14 

5.19 

■  Noi 

on  Um  \car  s  li.st      N.\  Nol  avaiUblc      ; 

ni)ck  price? 

a-s  of  Oi 

■I  I- 

Sources 

William  O'Neil  &  Co.:  Institttliotutl  Brokers  Eslimaie  System  (IBESh  Foimes. 
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Merrill  Lynch  helps  you 

value- and  get  the  most 

value  from  -your  business. 


^  PlANNm 


^^^^^cm 


iHSmNCE 


Only  you  know  how  much  you've  invested  in 
building  your  business:  How  much  time  and 
effort.  How  much  money.  How  many  weekends 
and  sleepless  nights. 

To  maocimize  the  return  on  that  investment, 
you  may  need  to  place  an  objective  and  sup- 
portable value  on  all  or  part  of  your  business. 

A  Merrill  Lynch  Financial  Consultant  can 
help,  by  putting  you  in  touch  with  the  specialists 
at  Merrill  Lynch  Business  Brokerage  and 
Vciluation  Inc. 

These  professionals  have  extensive  experience 
in  the  valuation  of  closely-held  firms,  which  ccin 
help  you  at  that  criticcil  moment  when  you  decide 
to  sell  your  business  or  buy  another. 

They  can  also  help  Vcdue  your  business  for 
purposes  of  setting  up  ESOP's,  estate  planning 
or  recapitalizations. 

Our  business  brokerage  experts  have  vast  ex- 
perience representing  both  sellers  and  buyers  of 
businesses.  They  can  access  a  data  baise  contcdn- 
ing  information  on  more  than  70,000  business 
transactions  covering  mainy  industries.  They 
thoroughly  understand  the  critical  issues  that 
need  to  be  addressed,  and  the  need  to  address 
them  quickly,  accurately  and  discreetly. 

For  more  information,  talk  to  a  Merrill  Lynch 
Financial  Consultant. 

Or  call  Merrill  Lynch  Business  Financial 
Services  Inc.  at  1-800-637-7455,  ext.  5819.  And 
let  Merrill  Lynch  Business  Brokerage  and 
Valuation  Inc.  help  you  realize  the  most  vadue 
from  your  most  vailuable  asset:  your  business. 


Merrill  Lynch 

A  tradition  of  trust. 


©1988  Merrill  Lynch  Business  Financial  Services  Inc. 

Merrill  Lynch  Business  Brokerage  and  Valuation  Inc.  is  a  wholly- 
owned  subsidiary  of  Merrill  Lynch  Business  Financial  Services  Inc. 


The  200  Best  Small  Companies  in  America 


Rank 

this          last 
year         year 

Company/business 

Return  on  equity    5-year 

latest        EPS        Latest  12  mos                     Recent 
5-year         12        growth      sales      profits      Debt/      stock 
average  months      rate         (mil)        (mil)       equity      price 

Market 
value 
(mil) 

Latest  12  mos 
EPS          P/E 

Est 
1988 
EPS 

Book     1 
value/    1 
share      1 

91 

■ 

Lawson  Products 

fasteners,  metal  prods 

19.9%      25.7%     20.0%  $157.5    $21.53             0%      25% 

$376.0 

$1.47 

17.5 

$1.84 

$5.73 

92 

■ 

ERC  Intl 

technical  consulting 

19.7          24.4        33.0        134.8        5.31            90          ll'/s 

54.5 

1.18 

9.6 

1.52 

4.50 

93 

78 

Luby's  Cafeterias 

restaurants 

19.7         21.0        13.0       247.4      26.35             3         24% 

444.4 

1.44 

16.9 

1.67 

6.89 

94 

82 

Crawford  &  Co                         19.4          19.7        11.0       279.3      17.31              5          21'/2 
insurance  claims  adj  svcs 

251.3 

1.49 

14.4 

1.66 

7.50 

95 

■ 

Interface  Sys 

computer  equip 

19.3          18.1         11.0          24.3        2.76             7            61/2 

27.6 

0.64 

10.2 

•    NA 

3.59 

96 

91 

Tootsie  Roll  Industries 

candy 

19.3          24.4        30.0        115.7      15.73             0         30y4 

279.6 

1,71 

18.0 

NA 

7.10 

97 

139 

Avemco 

insurance 

19.1          27.9        34.0        113.1       19.10           31          25 

220.9 

2.06 

12.1 

2.31 

7.74 

98 

85 

Spec's  Music 

music,  video  stores 

19.1          21.7        40.0         32.5        1.82             0            778 

30.4 

0.46 

17.1 

NA 

2.18 , ; 

99 

20 

Traditional  Industries             19.1          25.3        30.0         47.1        4.91              1            9^8 
photographic  equip  &.  svcs 

30.3 

1.51 

6.2 

1.60 

5.99 

100 

■ 

Giga-Tronics 

military  electronics 

19.0         17.5          9.0         17.2       3.28            0           9'/. 

29.2 

0.97 

9.5 

1.45 

6.12      ! 

Large  companies  own  miuoi*  chunks  of  several  of 
these  firms.  McKesson,  for  example,  is  a  nu^'or 
shareholder  in  PCS  and  Armor  All  Products.  Collins 
Foods  controls  Sizzler  Restaurants  International,  and 
Ashland  Oil  and  First  Mississippi  hold  more  than  20% 
of  Melamine  Chemical  each. 

1 

r  > 
\ 

^^5^P^^' 

101 

127 

Systemaiics 

hank  computer  services 

19  0          25  7        23.0        186.2      16.19             5          28^4 

316.0 

1.46 

19.7 

2.03 

5.80 

102 

102 

McClain  Industries 

waste-handling  equip 

188          29.3        31.0         33.7        2.12            10          WA 

32.1 

0.70 

17.5 

NA 

3.49 

103 

■ 

Air  Cargo  Equip 

airline  cargo  containers 

18.7          25.5        55.0          23.0        2.11            11            7'/, 

19.5 

0.83 

9.3 

1.25 

3.28 

104 

87 

Stockholder  Sys 

financial  software 

18.7          li.3        15.0         20.2        3.15             0           8I/4 

33.1 

0.78 

10.6 

1.20 

3.36 

105 

■ 

Chambers  Development         18.6          19.1        400         97.1       15.14           97         22'/b 
waste  mgmt,  security  svcs 

504.9 

0.67 

33.0 

1.11 

3.42 

106 

■ 

Am« est  Insurance  Group       l.s  .t          22. .S        39.0          21.5        3.02           27          KV^ 
property  &  casualty  insurance 

26.7 

1.46 

9.1 

1.7K 

5.44 

107 

97 

Diagnostic  Products 

medical  diagnostic  kits 

18.5          23.5        29.0         40.9      10.90             0         40'/4 

237.5 

1.76 

22.9 

2.52 

7.87 

108 

■ 

Modern  Controls 

precision  instmments 

18.5          2.3.9        24.0            8.0        1.51              1          lO'/j 

21.6 

0.71 

14.4 

0.90 

3.01 

109 

■ 

Lindal  Cedar  Homes               18.4         37.5        52.0         43.9        2.19           22            7H 
manufactures  cedar  homes 

14.7 

1.10 

7.0 

NA 

3.07 

110 

■ 

Alico 

farming,  ranching 

18.3          22.2        10.0          22.8        7.26             0         22 

157.9 

1.02 

21.6 

NA 

4.56 

■  .Nol 

on  Um  )x 

.(1  s  liM      NA  Noi  a\.iil.ihli- 

M' H.k  pnit-s  .IS  (ii  iM    1 "           sowci-!.  M^tl/itwi  OWeil  c-  Co .  Iiisimuumat  linjkers.  t:stimatc byslem  (IHUS).  h(tKHt:s 
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1 

1  he  200  Best  Small  Companies  in 

America 

1 

Rank 

this          last 
year        year 

Company /business 

Return  on  equity 

latest 
5-year        12 
average  months 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
(mil)       (mil) 

Debt/ 
equity 

Recent 
stock 
price 

Market 
value 

(mil) 

Latest  12  mos 
EPS         P/E 

Est 

1988 
EPS 

Book 
value/ 
share 

HI 

96 

Bolar  Pharmaceutical 

generic  drugs 

18.0% 

46.3% 

34,0%  $122.9 

$24.43 

0% 

181/2 

$363,7 

$1.25 

14.8 

$1.68 

$2.54 

112 

94 

FlightSafety  Intl 

air  &  marine  training 

18.0 

20.4 

14.0 

153.7 

46,60 

17 

25% 

875.2 

1.38 

18.8 

1.78 

6.74 

113 

148 

Nordson 

industrial  equip 

18.0 

29.9 

31.0 

235.0 

30,30 

13 

43 '/4 

442.2 

2.84 

15.2 

3.70 

10.67 

114 

99 

Cintas 

uniform  sales  and  rentals 

17.6 

19.1 

22.0 

215.6 

18.06 

51 

34 

480.7 

1.36 

25.0 

1.92 

7.11 

115 

65 

Duquesne  Sys 

computer  software 

17.5 

20.8 

55.0 

46.6 

10.07 

0 

18'/2 

192.8 

0.93 

19.9 

1.29 

4.59 

r 

105 

Electromagnetic  Sciences 

microwave  components 

17.5 

24.6 

27.0 

70.4 

7.43 

27 

9'/4 

64.6 

1.03 

9.0 

1.25 

4.32 

m 

■ 

Thermal  Industries 

vinyl  insulated  windows 

17.5 

19.7 

58.0 

29.4 

1.40 

0 

5'/4 

10.1 

0.72 

7.3 

NA 

3.69 

118 

117 

Hunt  Manufacturing 

office  supplies 

17.4 

23.9 

17.0 

173.0 

15.10 

20 

27'/2 

294.6 

1.41 

19.5 

1.70 

5.89 

119 

■ 

Pratt  &  Lambert                      1 7.4 
paints  and  chemical  coatings 

18.2 

14.0 

231.0 

8.86 

38 

17'/4 

101.0 

1.46 

11.8 

NA 

8.36 

120 

122 

Clayton  Homes 

manufactured  housing 

17.3 

23,8 

25.0 

212.6 

13.95 

93 

9'/4 

149.9 

0.86 

10.8 

1.10 

3.64 

121 

120 

NY  Marine  &  Gen  Ins 

maritime  insurance 

17.3 

20.1 

41,0 

78,9 

15.40 

0 

15 

130.4 

1.77 

8.5 

2.03 

8.81 

122 

116 

American  Sohware 

computer  software 

17.2 

22.1 

21,0 

58,2 

12.19 

0 

15% 

157.9 

1.19 

12.9 

1.58 

5.42 

123 

108 

Dycom  Industries 

telecommimications  svcs 

17.2 

22.8 

48,0 

116.3 

4.52 

28 

17'/. 

78.7 

1.01 

17.1 

1.16 

4.44 

124 

101 

Stryker 

specialty  medical  prods 

17.1 

18.9 

22,0 

160.6 

14.24 

5 

21 

327.9 

0.92 

22.8 

1.20 

4.82 

125 

■ 

Superior  Industries  Intl 

custom  auto  parts 

17.1 

22.6 

26.0 

183.1 

10.65 

60 

20 '/4 

129,5 

1.64 

12.3 

1.95 

7.39 

126 

73 

Andover  Controls 

building  automation  sys 

17.0 

19.0 

18.0 

23.1 

2.86 

0 

11 '/2 

40,4 

0.80 

14.4 

0.93 

4.33 

127 

149 

Digiul  Commun  Assocs         16.9 
computer  networking  equip 

19.9 

42.0 

229.0 

40.37 

0 

22 

323.3 

2.65 

8.3 

2.87 

13.86 

128 

■ 

Marietu 

sample-size  cosmetics 

16.9 

13.1 

41.0 

22.2 

1.91 

39 

111/4 

26.9 

0.79 

14.2 

1.07 

6.55 

129 

103 

Allied  Security 

security  svcs 

16.7 

32.9 

18.0 

76.2 

1.65 

5 

43 

21.7 

3.25 

13.2 

NA 

8.27 

130 

137 

Ryan's  Family  Steak  House 

cafeteria-style  restaurants 

16.7 

21.3 

58.0 

176.2 

18.19 

0 

6 

312.7 

0.34 

17.6 

0.46 

1.64 

131 

■ 

Graco 

fluid-handling  pumps  and 

16.6 
sys 

26.6 

38.0 

251.3 

14,43 

69 

19'/2 

133.4 

1.80 

10.8 

2.35 

7.81 

132 

■ 

NaUonal  Insurance  Group 

short-term  fire  insurance 

16.6 

65.3 

90.0 

15.9 

3.29 

2 

16'/4 

68.7 

0.79 

20.6 

1.30 

2,08 

133 

163 

TJIntl* 

building  materials 

16.6 

25.0 

21.0 

285.6 

15.22 

41 

25 

171.8 

2.16 

11.6 

2.66 

8.84 

134 

154 

Mentor  Corp 

surgical  implants,  health 

16.5 
:are  prods 

20.9 

40.0 

41.0 

6.67 

85 

11% 

126.3 

0.60 

19.4 

0.87 

2.93 

135 

141 

Oil-Dri  Corp  of  America 

absorbent  materials 

16.5 

20.1 

34.0 

68.2 

6.56 

16 

22 '/2 

127.3 

1.18 

19.1 

1.42 

5.99 

■  Not  on  last  year's  list.    NA:  Not  available.     Stock  prices 

asofOa. 

1 7     *Formerl\'  Trus  Joist. 

Sources  William  O  'Neil  &  Co. ,  Institutional  Brokers  Estimate  System  OBES):  Forbes. 
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S\aT      SHERATON      LITTLE      THINGS      MEAN      A      LOT.     AT      SHERATON      1§S 
/  ■ 

Nothing  Can 


z 
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to 
O 

z 


z 

O 


< 


Kill  A  Business 
Trip  Like  A  Deal 

Battery 


X  You  don't  hear  many  traveling  salesman  jokes  these  days. 

■^  Business  trips  are  serious  business. 

^  \buhav^  to  deal  with  tight  schedules  and  bad  weather,  traffic 

and  fatigue. 
Q  And  just  when  you  get  a  little  ahead  of  the  game,  something 

like  a  dead  battery  comes  along  to  kill  your  plans. 
<  After  50  years  in  the  hospitality  business,  Sheraton  under- 

z  stands  the  pressures  people  travel  under 

So  when  a  guest  at  Sheraton  couldn't  start  his  car  early  one 

morning,  we  didn't  give  him  the  number  of  the  nearest  service 

station. 

0  Our  own  hotel  maintenance  engineer  diagnosed  the  prob- 
f                            lem,  jumped  the  battery,  and  got  the  guest  off  and  mnning  in 

1  minutes. 

It  was  just  a  little  thing,  but  our  employees  are  trained 
!!!  to  remember  that  when  it  comes  to  our  guests,  little  things 

*^  mean  a  lot. 

-  So  when  you  stay  at  a  Sheraton,  you  can  expect  more  than 

good  value.  \t>u  can  expect  an  extra  measure  of  personal  service 
Q  and  consideration.  ^...  -^^ 

Call  Sheraton  at  800-325-3535.  Or  call  your  (S) 


< 


to 


cc 


X 
to 


travel  agent.  And  get  your  next  trip  off  WH<:fc¥»*:i  ton 

people  of 

ITT 


to  a  better  start.  The  hospitality  people  of 
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The  200  Best  Small  Companies  in  America 


Rank 

this          last 
year        year 

Company /business 

Return  on  equity 

latest 
5-year         12 
average  months 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
(mil)        (mil) 

Debt/ 
equity 

Recent 
stock 
price 

Market 
value 
(mil) 

Latest  12  mos 
EPS          P/E 

Est 
1988 
EPS 

Book 
value/ 
share 

136 

124 

Telxon                                      16.5% 
tele-transaction  computers 

17.5% 

31.0%  $130.6 

$13.95 

58% 

15% 

$203.8 

$1.05 

15.0 

$1.52 

$6.17 

137 

133 

Thermo  Instrument  Sys         16.5          20.8 
radiation  and  pollution  instruments 

26.0 

95.1 

7.86 

40 

11% 

179.0 

0.52 

22.6 

0.65 

2.48 

138 

■ 

Medicine  Shoppe  IntI 

drugsc-res 

16.4 

21.2 

24.0 

22.6 

5.54 

0 

25 '/2 

136.2 

1.04 

24.5 

1.39 

4.88 

139 

182 

Prods  Research  &  Chem        16.4 
sealants,  specialty  chemicals 

22.8 

18.0 

98.5 

8.14 

46 

IS'/s 

128.4 

0.96 

16.5 

1.16 

4.48 

140 

■ 

Alfa 

msurance 

16.3 

25.3 

13.0 

170.7 

18.03 

0 

12'/2 

210.6 

1.03 

12.1 

1.45 

3.82 

141 

s 

G&K  Svcs 
linen  rental 

16.3 

26.6 

51.0 

94.0 

7.36 

50 

15% 

141.0 

0.84 

18.8 

0.97 

3.08 

142 

126 

Teieflex                                  16.3 
auto,  marine  &  aerospace  pwr  con 

18.8 
trol  equif 

18.0 
) 

298.5 

21.73 

48 

281/2 

302.8 

2.00 

14.3 

2.50 

10.87 

143 

■ 

Trion 

electronic  aii  cleaners 

16.3 

16.6 

12.0 

44.4 

2.63 

37 

9% 

40.0 

0.65 

15.0 

0.92 

3.84 

144 

104 

Daxor 

sperm  bank 

16.2 

26.2 

48.0 

6.4 

3.71 

0 

5% 

30.5 

0.70 

8.2 

NA 

2.66 

145 

■ 

DST  Sys 

computer  software 

16.2 

19.2 

17.0 

137.3 

19.22 

38 

WA 

240.4 

0.99 

14.6 

1.13 

4.91 

As  a  group,  these  200  best  small  companies  wield 
considerable  financial  power.  Their  aggregate  profits 
exceed  $2.3  billion;  total  market  ciqiitalization  is 
over  $36.7  billion. 

I 

146 

135 

Biomet 

medical  equip 

16.0 

199 

55.0 

112.5 

15.24 

2 

23% 

438.2 

0.82 

29.1 

1.24 

4.18 

147 

132 

Dionex 

chromatography  sys 

16.0 

20  7 

26.0 

69.6 

11.58 

0 

24% 

236.7 

1.22 

20.3 

1.50 

5.96 

148 

■ 

Piccadilly  Cafeterias              15.9 
cafetcna-style  restaurants 

15.2 

12.0 

234.6 

10.64 

0 

141/4 

134.6 

1.14 

12.5 

1.34 

7.58 

149 

■ 

Polymer  Intl 

plastic  packaging 

i5.8 

23.4 

67.0 

93.0 

7.81 

31 

9% 

61.0 

1.18 

7.8 

0.81 

5.06 

150 

152 

Regal-Beloii 

cuttmg  tools 

15.8 

23.0 

26.0 

1324 

9  91 

43 

17'/4 

153.7 

1.12 

15.4 

1.70 

4.82 

151 

■ 

LS  Starretl 
precision  hand  tools 

1^  s 

IS  6 

22.0 

1699 

15.85 

28 

26  v« 

182.1 

2.30 

11.5 

2.50 

14.72 

152 

■ 

Watts  Indusuies 

valves 

15.7 

15.4 

16.0 

181.4 

18.93 

19 

IS'A 

320.6 

1.50 

17.0 

1.85 

9.78 

153 

■ 

Roy  F  Weston                         15.7 
consulting  and  engineering  svcs 

22.1 

54.0 

167.3 

4.99 

20 

\5'A 

128.9 

0.72 

21  5 

1.13 

2.78 

154 

146 

Gerber  Scientific 

computer-aided  drafting 

15.6 
equip 

18.1 

18.0 

271  7 

30.74 

7 

19 

463.7 

1.20 

15.8 

1.76 

6.86 

155 

■ 

National  Computer  Sys 

optical  scanning  equip 

15.4 

14.5 

14.0 

220.8 

15.07 

44 

UVs 

250.5 

0.86 

17.0 

1.28 

6.11 

■  Not 

on  list  years  list      NA;  Not  available 

.si<  nk  prices  as  of  Oa   1 " 

Snurcci 

Vt'illMm  OMetl  &  Co  .  Imlittitiorutl Brokers  EslinuUe  System  (IBES):  Fokbfs 
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Are  you  finding  it 

bough  to  get  your  banker  to  move 

on  a  corporate  credit  deal? 


1 981  The  Bank  of  New  York    MemberFDIC     An  Equal  Opportunity  Lender 


You  shouldn't  have 
to  move  mountains  to 
get  your  bank  to  re- 
spond to  a  corporate 
credit  request. 

More  specifically, 
you  shouldn't  have  to 
move  a  calling  officer, 
a  team  leader,  a  staff 
credit  officer  and  a 
division  executive, 
much  less  a  multitude 
of  loan  committees. 
Fortunately,  The 
Bank  of  New  York 
takes  a  leaner  ap- 
proach to  the  approval 
process:  We  have  fewer 
people  involved,  so  the 
speed  with  which  we 
make  decisions  is 
greater. 

The  fact  is.  The 
Bank  of  New  York  is 
known  among  major 
corporations  as  offer- 
ing extremely 
quick  re- 
sponse to 
credit  and  any 
other  customer  re- 
quests. Which  should 

9xplain  why  we  are  participating  in  more  corporate  credit  transactions  than  ever  before. 
Ajid  why  more  and  more  corporations  are  inviting  us  to  act  as  agent  on  major  credits. 

So  if  your  corporation  is  in  need  of  credit,  but  also  finds  itself  under-  'TTTp 
standably  short  on  patience,  The  Bank  of  New  York  is  most  anxious      t)  a  xr  z  f~\r? 

We  think  you'll  find  the  best  thing  about  working  with  people  who        -pj.  ^W 
are  already  in  step  with  you,  is  that  you  don't  have  to  push  them.  lORK 


1  he  200  Best  Small  Companies  in 

America 

Rank 

this         last 
year        year 

Company/business 

Return  o 

5-yeaf 

sverage 

n  equity 
latest 

12 
months 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
(mil)        (mil) 

Debt/ 
equity 

Recent 
stock 
price 

Market 
value 
(mil) 

Latest  12  mos 
EPS         P/E 

Est 
1988 
EPS 

Book   ^ 

value/  ^M 
share   ^M 

156 

129 

Fabridand' 

fabric  stores 

15.2% 

16.2% 

10.0% 

$63.1 

$2.39 

39% 

9% 

$26.5 

$0.89 

11.1 

$1.10 

$5.50    !■ 

157 

■ 

S-K-I  Ltd 

ski  resorts 

15.0 

17.4 

24.0 

76.1 

5.26 

54 

14% 

66.6 

1.16 

12.6 

1.42 

6.75     H 

158 

■ 

WH  Brady                               14.9         13.5 
labels,  faceplates,  membrane  switches 

9.0 

153.0 

10.30 

5 

21 

157.3 

1.36 

15.4 

1.80 

10.15     ■ 

159 

150 

ECC  Intit 

trammg  simulators 

14.8 

18.9 

12.0 

44.2 

4.40 

33 

8V» 

40.7 

0.96 

9.2 

1.20 

5.24     ■ 

160 

145 

Vishay  Intertechnology 

precision  instruments 

14.8 

20.0 

22.0 

109.0 

15.51 

9 

30% 

240.5 

1.96 

15.5 

2.71 

9.80     ■ 

!61 

171 

Athey  Products                       14.7 
street  sweepers,  haulmg  equip 

18.3 

31.0 

41.1 

4.02 

3 

121/4 

39.2 

1.15 

10.7 

1.44 

6.87      ■ 

162 

143 

Swift  Energy                           14.7 
oil  and  gas  explor  &.  develop 

67.3 

55.0 

12.8 

4.45 

0 

7 

28.2 

1.11 

6.3 

1.70 

1.63     1 

163 

131 

Sizzler  Restaurants  IntI 

steak  houses 

14.6 

16.8 

19.0 

299.1 

19.45 

37 

17i/i 

292.4 

1.15 

15.2 

1.53 

6.93      If 

164 

■ 

Analysis  &  Technology 
engineering  svcs 

14,5 

15.9 

11.0 

79.5 

2.90 

26 

14^4 

30.5 

1.34 

11.0 

1.45 

8.86      Ml- 

165 

55 

Chili's 

restaurants 

14.4 

16.6 

24.0 

218.3 

8.14 

88 

271/a 

160.7 

1.45 

18.7 

1.77 

8.30 

166 

160 

Eldon  Industries 

office  equip 

144 

P. 2 

16.0 

94.5 

7.07 

0 

i6:'8 

115.5 

0.99 

17.0 

1.22 

5.99 

167 

■ 

MicroBilt 

communications  systems 

14.4 

19.9 

39.0 

24.0 

3.93 

25 

11 '/8 

82.1 

0.63 

17.7 

0.90 

3.21 

168 

■ 

Rockaway                                14  4         11.5 
mail  processing  and  packaging  equip 

10.0 

63.2 

4.69 

46 

lOVg 

70.2 

0.70 

14.8 

1.10 

6.03 

169 

■ 

3Com 

computer  network  equip 

14.4 

15.4 

78.0 

283.2 

24.18 

1 

19'/4 

532.7 

0.84 

22.9 

1.50 

5.73 

170 

■ 

Interface 

carpet  tile 

14.2 

14.9 

22.0 

299.1 

17,32 

54 

15'/« 

258.5 

1.02 

14.8 

1.29 

6.82 

171 

■ 

MTSSys 

product  testing  equip 

14.1 

17.2 

280 

119  1 

8.81 

23 

21 

92.6 

1.96 

10.7 

2.42 

11.65 

172 

166 

Tennant 

mdustnal  floor-care  equip 

14.1 

15.3 

12.0 

176.2 

10.66 

4 

25 

132.4 

2.01 

12.4 

2.35 

13.13 

173 

162 

Pulaski  Furniture 

wooden  furniture 

14.0 

15.4 

11.0 

114.1 

5.54 

57 

171/! 

49.9 

1  92 

9.1 

2.15 

12.71 

174 

■ 

Family  Steak  Houses  of  Fla 

cafetena-stylc  restaurants 

13.8 

24.4 

15.0 

28.0 

1.63 

46 

2% 

24.8 

0.15 

15.8 

0.25 

0.64 

175 

81 

Acxiomt 

marketing  services 

13.7 

17.5 

27.0 

61.2 

3.78 

68 

151/4 

71.0 

0.88 

17.3 

1.17 

4.75 

176 

■ 

lackpot  Enterprises                  13.7 
coin-operated  gambling  machmes 

24.6 

47.0 

27.6 

4.49 

17 

15^4 

75.7 

0.90 

17.5 

1.34 

3.81 

177 

■ 

Keystone  tnti 

val  »'cs 

13.7 

17.1 

9.0 

320.7 

27.98 

50 

I8V4 

500.1 

1.05 

17.9 

1.50 

6.15 

178 

157 

SS-K  F.imous  Brands                13.7 
mm  -.  .;.<.t  oim  apparel  stores 

18.8 

10.0 

47.5 

1.99 

65 

12 

24.7 

0.97 

12.4 

1.30 

5.14 

179 

■ 

Simpson  Industries 
auio  parts 

13.5 

15.0 

34.0 

157.8 

7.58 

49 

141/4 

89.8 

1.20 

11.9 

2.25 

8.02 

180 

■ 

TCI  Intl 

antennas  anJ  specialirc!  l 

13.5          19.3 
iinmun  equip 

17.0 

57.7 

4.67 

4 

16 1/4 

52,3 

1.36 

11.9 

1.82 

8.05 

■  Not  on  lasi  year  s  lisi.     'Fornnerly  Fabric  Win  > 
tFormerh'  CCX  Ncrwork 

esalers. 

NA:  Not  a\-3ilable. 

Stock  prices  ai  of  Oa  1  ^     tFormerK'  Educational  Computer.                                            B 
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The  rest  are  fajq)hmies. 

In  a  world  of  personal  facsimiles,  there's  only  one  original. 

Canon  FaxPhone.  Now  with  a  complete  line  of  personal  facsimiles  to  meet  your  personal  business  needs. 

All  designed  to  deliver  documents  anywhere.  In  seconds. 
To  send  and  receive  fine  print  and  drawings  with  remarkable  clarity. 
Or  dial  a  simple  phone  call  with  a  single  touch.  ....^^ 

And  whether  you  choose  the  standard  FaxPhone  8,  the  versatile 
FaxPhone  20  or  the  high-performance  FaxPhone  25,  you  get  a  level 
of  innovative  technology  you've  come  to  expect  from  Canon. 

Technology  that  shows  you  why  it  takes  more  than  a  fax  and  a 
phone  to  make  a  FaxPhone.  *■.  ^^  ^^ 

And  why  anything  else  is  just  \-  ^  ^^  '%^  ^^11 

a  facsimile.  V^C^II^^II 


FAXPHONE 


FaxPhone  20 


For  more  informalion.  call  the  Consumer  Information  Center  nearest  you 
New  York:  516-933-6300    Chicago:  312-250-6200    Los  Angeles  7)4-979-6000    Atlanta  404-448-1430    Dallas  214-830-9600 


IBesi 

t  Small 

Co 

mpanies  in 

America 

The  20C 

1 

Rani 

this 
year 

[ 

last 
year 

Company/business 

Return  or 

5-year 
average  i 

1  equity 
latest 

12 
months 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
(mil)       (mil) 

Debt/ 
equity 

Recent 
stock 
price 

Market 
value 

(mil) 

Latest  12  mos 
EPS         P/E 

Est 
1988 
EPS 

Book 
value/ 
share 

181 

■ 

Programming  &  Sys 

vocational  schools 

13.4% 

17.0% 

23.0% 

$22.2 

$2.05 

0% 

13% 

$24.7 

$1.14 

12.1 

NA 

$6.71 

182 

■ 

Quaker  Chemical 

specialty  chemicals 

13.4 

13.9 

14.0 

159.2 

10.88 

6 

18 

115.8 

1.67 

10.8 

$1.98 

12.13 

183 

'9S 

Guardsman  Products 

coatings  and  polishes 

13.2 

16.7 

15.0 

137.3 

5.95 

3 

13% 

68.7 

1.21 

11.5 

1.27 

7.23 

!84 

161 

Isco 

precision  instruments 

13.2 

21.1 

14.0 

30.0 

4.05 

0 

16 

65.0 

0.98 

16.3 

1.17 

4.73 

185 

136 

Medex 

health  care  equip 

13.2 

17..^ 

13  0 

28.0 

2.74 

9 

IOV« 

42.8 

0.70 

15.5 

0.82 

4.04 

186 

■ 

Weigh-Tronix 

electronic  scales 

13.2 

24.2 

25.0 

60.8 

4.98 

60 

2316 

61.9 

1.91 

12.3 

NA 

7.96 

187 

177 

LIN  Broadcasting 

broadcasting 

13.1 

17.9 

16.0 

259.4 

66.86 

13 

58'/4 

3,010.4 

1.22 

47.7 

1.99 

7.21 

188 

■ 

Lawrence  Ins  Group               13.0 
property  and  casualty  insurance 

42.0 

88.0 

70.7 

6.63 

0 

11 

120.6 

0.62 

17.7 

NA 

1.44      ' 

189 

■ 

Aspen  Ribbons 
pnnter  nbbons 

12.9 

23.7 

16.0 

18.1 

1.36 

34 

3% 

14.0 

0.38 

9.9 

0.60 

1.67 

190 

■ 

Cimco 

thermoplastics 

12.9 

15.7 

29.0 

44.3 

2.88 

15 

15y4 

36.6 

1.20 

12.7 

NA 

7.69 

Had  you  purchased  an  equal  dollar  amount  of  each  of 
last  year's  200  best  small  companies  right  after  the 
Oct.  19  market  crash,  your  portfc^o  would  be  up 
14.6%,  vs.  10.2%  for  the  Nasdaq  and  5.2%  for 
the  S&P  500. 

191 

198 

Computer  Entry  Sys               12.9 
optical  character  recognition  equip 

12.9 

40.0 

81.7 

3.03 

60 

6'/8 

29.7 

0.61 

10.0 

0.85 

4.85     \ 

192 

196 

C&.R  Clothiers 

apparel  stores 

12.9 

24.7 

48.0 

646 

1.52 

4 

24 

24.1 

1.48 

16.2 

NA 

4.81 

193 

170 

Policy  Mgmt  Sys 

computer  software  (or 

12.9 
ms  cos 

14.3 

12.0 

199.1 

18.77 

82 

24V4 

390.1 

1.17 

21.2 

1.59 

8.32 

194 

■ 

GroH  Industries 

building  materials 

125 

15.9 

9.0 

37.2 

1.47 

0 

IQV* 

18.7 

1.56 

13.0 

NA 

9.83 

ws 

■ 

Dyansen 

retails  hne  art 

124 

21  2 

15.0 

29.3 

1.11 

34 

21/4 

11.8 

0.21 

10.7 

NA 

1.00 

196 

■ 

Healthcare  Svcs  Croup 
housekeeping  svcs  for 

12.3          10.8 
nursing  homes 

15.0 

33.6 

1.88 

0 

9"; 

35.9 

0.49 

19.4 

0.85 

4.61 

197 

186 

Engraph 
packagmg  materials 

12.1 

17.3 

19.0 

138,0 

5.73 

52 

i2y4 

100.7 

0.65 

19.6 

0.68 

4.20 

198 

174 

Quarex  Industries                    12.1          30.2 
wholcsaU'  N  retail  meat  and  groceries 

20.0 

161.3 

1.64 

54 

5W 

15.1 

0.56 

9.2 

NA 

1.84 

199 

■ 

iVlyers  Industrii  s                     12.0 
tire  SVC  equip,  plastic  paxts 

17.4 

18.0 

165.5 

6.63 

93 

16 

95.5 

1.11 

14.4 

1.60 

7.00 

200 

■ 

Stepan 

specialty  chcrmcals 

12.0 

23.5 

22.0 

312.0 

12.92 

63 

48 

:  135.5 

4.40 

10.9 

5.23 

19.50 

■  Not  on 

lasi  yt 

■ar';.  list      N.A  Not  .ii.iiLiblc 

Sioik  prices  as  of  Oct  P 

Sources 

William  O'Neil  &  Co.,  Insiitiuional  Broken  Estimate  System  (IBES).  Fokbes      1 
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Ourocttnimtment 
to  quality 

^oes  back  a  lot%  way 

And  ahead 
even  furthei: 


ft  started  with  the 
L  genius  of  Alexander 
rf-aham  Bell.  And  from 
le  beginning,  AT&T  has 
een  committed  to 
elping  the  people  of  the 
./odd  communicate 
tetter. 

To  fulfill  this  commit- 
nent,  AT&T  has  always 
4aced  quality  at  the  heart 
tf  everything  we  do. 

To  us,  quality  is  what 
wr  customers  say  it  is. 
o  every  product  and 


service  we  provide  has  to 
live  up  to  what  they 
expect. 

Tomorrow,  this  dedi- 
cation will  enable  us  to 
provide  this  same  quality 
to  the  people  of  the  world 
in  new  ways. 

Funny  how  the  future 
seems  to  repeat  itself 


The  1920s 
Quality  Control 

Walter  A.  Shewhart  of 
AT&T  Bell  Laboratories 
pioneered  in  quality  con- 
trol during  the  1920s. 
His  book,  Economic  Con- 
trol of  Quality  of 
Manufactured  Product, 
provided  a  foundation 
for  the  science  of  statis- 
tical quality  control  and 
has  become  an  industry 
standard. 


Today 
The  AT&T  Worldwide 
Intelligent  Network 

Today's  AT&T  network 
is  the  most  advanced 
telecommunications 
network  in  the  world. 
The  quality  of  your  call 
is  checked  even  before 
you  start  speakii^. 
In  effect,  today's  AT&T 
network  actually 
performs  75  million 
service  checks  per  day. 
That's  how  many  calls 
we  complete. 


Tomorrow 
Global  Telecommunity 

In  the  future, we  envision 
a  world  where  people 
can  communicate  infor- 
mation in  any  form  as 
easily  as  making  a  phone 
call  today-even  gather- 
ing information  from 
the  libraries  of  the  world 
at  the  touch  of  a  button. 


AKT 

The  right  choice. 


The  200  Best  Sinall  Companies'  Chief  Executives 


A  diverse  and  talented  bunch 


As  usual,  ihe  compensation  of  the  men  and  women  who 
■run  the  200  best  small  companies  in  America  varied 
enormously  last  year,  by  type  as  well  as  by  amount.  John 
Scheck,  che  chief  executive  of  lOOth-ranked  Giga-Tronics 
Inc.,  earned  just  $72,600  last  year,  all  in  salary.  Donald 
Pels,  of  187th-ranked  LIN  Broadcasting,  took  in  $17.4 
million,  some  $16.4  million  of  which  was  in  the  form  of 
exercised  stock  options  and  other  stock  gains.  Between 
least-paid  Scheck  and  most-paid  Pels  are  198  executives 
with  different  compensation  packages,  ages,  and  educa- 
tional and  career  paths. 
A  few  notes  on  our  methodology:  Salary  -\-  bonus  in- 


cludes all  cash  and  deferred  payments  plus  directors'  fee 
and  commissions.  Other  includes  payments  made  unde 
long-term  compensation  plans,  restricted  stock  awardj 
vested  or  released  from  restrictions,  thrift  plan  contribu 
tions,  and  company-provided  insurance  and  cars. 

Executive  stock  holdings  were  based  on  shares  of  benefi 
cial  interest,  including  stock  held  by  an  executive's  wifeo 
minor  children,  even  if  beneficial  ownership  was  dis 
claimed.  Excluded  (where  possible)  was  stock  in  which  th( 
executive  shared  control,  shares  held  by  foundations,  par 
ents  and  by  family  members  active  in  the  business  anc 
options  that  were  exercisable  in  the  current  year. 


Chief  executive/Company         Age 


— Years —  Compensation  (000) — Stock  owned — 

with  as  Undergraduate       College      salary  stock  mkt  value 

CO  CEO  college  degrees     -t-  bonus      other         gains  total  %  (000) 


Frank  |  Feitz  44 

ABI  Am  Businessphones 


8 


S252.1       $1.9 


$254.0       32.59%      $5,739 


Charles  D  Morgan  [r 
Acxiom 


45 


16 


5      U  of  Arkansas 


BS 


112.5  — 


—  112.5       22.48 


15,624 


I  Brendan  Barba 
AEP  Industries 


47 


18      Fairleigh  Dickinson 


BS 


217.0 


5.6 


222.6       44.58* 


13,768 


Sam  I  Frankino 
Agency  Rent-A-Car 


64 


19 


19 


225.8 


9.4 


—  235.2       60.25        245,118 


Thomas  A  Prendergast 
Air  Cargo  Equip 


54 


Fordham 


BS 


240 


24.0'      12.66 


2,473 


Coodww  L  Mynck 
Alfa 


63 


16 


10 


— ^     44.71^      104,208 


Ben  H  Gnfhn  (r 
Alico 


27  15 


■■r  1 


si^  1         0.12^ 


191 


Neal  H  Holmes 
Allied  Security 


58  31 


31 


364.6       18.1 


382.7       29.19  7,620 


Patricia  |  Defibaugh 
Aloette  Cosmetics 


42 


10  10 


186.2  — 


—  186.2       27.19  5,583 


Martin  Lemer 
American  List 


55 


23  23      Brooklyn  Poly 


BS  424.0       28.1 


—  452.1        10.39*  3,067 


lames  C  Edenficld"" 
American  Software 


53 


18 


6      Georgia  Inst  of  Tech 


BS 


300.3         2.0 


—  302.3       18.05 


28,287 


Richard  H  Savage  69 

Amwest  Insurance  Group 


18  18 


317.6       26.2 


—  343.8       37.03*         12,085 


A  T  Moliegen  |r 
Analysis  &.  Technology 


51 


17 


12      Yale 


BS 


173.4       19.7        $42.8  235.9         4.69*  1,422 


William  I  LaPointe 
Andover  Controls 


47 


9      Northeastern 


BA,  MS,  MBA   135.8 


77.5  213.3         1.68 


674 


Eugene  Applebdum 
Arbor  Drugs 


=.1 


25 


25      Wayne  State 


BS 


450.0 


450.0       54.81* 


43,449 


•Imludes  family  holding,s  tU-s,s(han0  01%  JFlscjI  198"'dau  ^Multiple  .sltKk  cla-sses  have  been  combined  'Coasuiling  fee  -E.\eculive  officers  are  paid  by 
Alfa  Mutual  Insurance  Co  (which  owas  387%  of  Alfa  Corp  )  under  a  managenieni  senice  contraa  Mndudes  6S  mil  shares  of  Alfa  .Vluiual  Insurance  and  18  mil 
.sliares  Alfa  Muiual  Fire  lasurance  Co  ''Mosi  of  these  shares  are  owned  b\-  Ben  Hill  Griffin.  Inc.  of  which  Messrs  Ben  H  Griffin  Jr.  and  Ben  Hill  Griffin  111  are 
direaors  Ben  Hill  Gnfhn  III  us  the  s<in  of  Ben  H  Gnfhn  Ir  and  vice  chairman  of  Alico  "llames  C  Newberrv'  is  co-CEO  His  salar\-  and  bonu.s  are  the  .same  as  James  C 
Edenfiil'I's 
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r  more  infomaiion: 
5210MAS 


It's  an  experienced  point  of  view,  ever  mindful  of  tfie  invisibre 
future.  Now  we're  Lomas,  the  company  you've  known  as  Lomas  & 
Nettleton.  Our  new  name  is  one  word  that  means  commercial 
leasing,  insurance,  credit  cards,  morses,  asset  management, 
stockbrokerage,  short-term  lending,  real  estate  development, 
information  systems  and  a  growing  list  of  other  financial  and 
administrative  services  to  individuals  and  institutions.  This  diver- 
sification reflects  the  Lomas  perspective:  a  clear  path  today  means 
confidence  in  what  lies  over  the  horizon. 


LOMAS 


LOMAS  FINANCIAL  CORPORATION^ 
A  diversified Jimticial  sennces  company 


2001  Bryan  Tower,  Suite  3(>0u 
Dallas, Texas  75201 


L 


The  200  Best  Small  Companies^  Chief  Executives 


Age 

—Years— 
with         as 
CO         CEO 

Undergraduate 
college 

College 
degrees 

f 

Compensation  (000^ 
stock 
other         gains 

— Stock  owned—  Ir 

mkt  valurll 

%            (000)  f 

Chief  executive/Company 

salary 
+  bonus 

toul 

Jeffrey  M  Sherman 
Armor  All  Products 

39 

10 

3 

S320.8 

$23.2 

— 

$344.0 

— t 

$32.1 

Edward  H  Arnold 
Arnold  Industries 

49 

19 

6 

U  of  Notre  Dame 

BS 

365.8 

30.0 

— 

395.8 

31.64%* 

60,97|4 

Edward  M  Esber  Jr 
Ashton-Tate 

36 

4 

4 

Case  Western 

BS,  MS,  MBA     874.1 

5.5  $5,246.2 

6,125.8 

0.35 

2,2Gil 

Peter  C  Williams 
Aspen  Ribbons 

42 

11 

11 

U  of  Wyoming 

BS 

107.0 

— 

— 

107.0 

21.57 

2,7881 

James  D  Cloonan 
Athey  Products 

55 

5 

5 

Fenn  College 

BS 

160.0 

— 

— 

160.0 

0.27 

iflM 

William  P  Condon 
Avemco 

51 

26 

6 

608.4 

22.2 

152.4 

783.0 

0.70* 

1,548 

Michael  T  Zak 
BHA  Group 

38 

8 

2 

120.9 

— 

75.5 

196.4 

0.44§ 

204 

Dane  A  Miller 
Biomet 

42 

11 

11 

Gen  Motors  Inst 

BS,  PhD 

152.5 

— 

— 

152.5 

5.93* 

25,964 

Robert  Shulman 
Bolar  Pharmaceutical 

55 

28 

28 

Columbia 

BS 

306.5 

— 

187.9 

494.4 

12.40 

47,686 

Francis  L  Reed 
Boston  Acoustics 

55 

9 

9 

Boston  U 

BA 

210.8 

— 

— 

210.8 

37.27 

8,021 

Three  of  America's  best  small  companies  are  headed 
by  women:  Jean  Buttner  of  Value  Line,  Patricia 
DeFibaugh  of  Aloette  Cosmetics,  and  Ann  Lietf  of 
Spec's  Music.  Last  year  only  Ann  Lieff  was  on  this  list. 
A  trend? 

James  E  Larson 
WH  Brady 

61 

16 

2 

U  of  Wisconsin 

BBA 

364.2 

— 

— 

364.2t 

0.23t§ 

363 

1 

Ira  B  Brown 
Biandon  Sys 

61 

20 

20 

Merch  Marine  Acad 

BS,  MS 

249.6 

— 

2.5 

252.1 

51.29 

14,994 

Paul S  Bush 
Bush  Industries 

52 

29 

17 

Rensselaer  Poly 

BS 

763.4 

1.8 

— 

765.2 

47.15*§ 

20,503 

Paul  S  Reisbord 
C&R  Clothiers 

45 

21 

17 

Northwestern 

BA,  MBA,  PhD  495.6 

— 

— 

495.6 

58.38 

17,935 

Thomas  A  McConomy 
Caljton  Carbon 

55 

33 

3 

Camegie-Mellon 

BS 

332.1 

— 

— 

332.1 

26.77§ 

76,931 

Cynl  C  Bdiu*ui  Jr 
Cai.ibrex 

61 

7 

7 

Lehigh 

BS 

378-4 

9.4 

— 

387.8 

3.22 

2,611 

Richaia  F  Bnssettc 
Canonie  Envir  Svcs 

54 

8 

8 

Camegie-Mellon 

BS 

334.6 

— 

248.7 

583.3 

— 

— 

Michael  R  McKmncy 
CareeiCom 

39 

8 

2 

Wnght  State 

BA 

687.8 

55.0 

— 

742.8 

3.12 

3,632 

Michael  J  Collins 
GEM 

46 

10 

10 

U  of  Flonda 

BS,  PhD 

150.0 

14.1 

— 

164.1 

14.55 

5,241 

John  G  Rangos  Sr 
Chambers  Dcvelopmenc 

59 

17 

17 

240.0 

— 

— 

240.0 

47.02§ 

240,857 

"includes  familv  holdings.     t|x>s,s  I'un 

U.01%      ^Fistal  198 

7  dau     §.Mul[iple  stock  classes  have  been  combined. 

1 

GV 
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1 

The  200  Best  Small  Comp: 

anies 

'  Chief  Executives 

•  1 

V 

"hief  executive/Company 

Age 

—Years— 
with         as 
CO         CEO 

Undergraduate 
college 

College 
degrees    H 

sation  (000) 

stock 

gains          total 

— Stock  owned — 
mkt  value 
%           (000) 

salary 
1-  bonus 

other 

ames  P  Argyropoulos 
Cherokee  Group 

44 

16            16 

$700.0 

— 

— 

$700.0 

10.52%" 

$16,283 

Morman  E  Brinker 
Chili's 

57 

5             5 

San  Diego  State 

BS 

183.1 

— 

— 

183.1 

7.29 

11,677 

Russell  T  Gilbert 
Cimco 

58 

29           29 

U  of  Arizona 

BS 

202.6 

— 

$386.4 

589.0 

18.28* 

6,631 

Richard  T  Fanner 
Cintas 

53 

31            20 

Miami  U  (Ohio] 

BA 

314.5 

$16.7 

— 

331.2 

37.55* 

169,425 

lames  L  Clayton 
Clayton  Homes 

54 

22           22 

U  of  Tennessee 

BS,  JD 

262.5 

— 

— 

262.5 

49.44 

73,576 

Brian  T  Cunningham 
Computer  Entry  Sys 

52 

19             5 

St  Francis  Coll  (Pa) 

BS 

258.1 

— 

— 

258.1 

2.41* 

715 

Alyn  V  Essman 
CPI 

56 

32            15 

Washington  U  (St  L.) 

BA 

768.0 

19.4 

— 

787.4 

3.87 

14,055 

Forrest  L  Minix 
Crawford  &  Co 

61 

39              1 

U  of  Georgia 

BA 

349.4 

7.0 

143.0 

499.4 

— t 

194 

Bradford  R  Boss 
AT  Cross 

55 

30             9 

U  of  Rhode  Island 

BS 

437.5 

35.7 

— 

473.2 

I8.62*§ 

97,876 

Joseph  Feldschuh  MD 
Daxor 

53 

14            14 

Columbia 

BA,  MD 

— 

— 

— 

6 

54.61 

16,672 

Sigi  Ziering 
Diagnostic  Products 

60 

15            14 

Brooklyn  College       BS,  MS,  PhD 

275.0 

27.5 

— 

302.5 

21.28* 

50,542 

Bertil  D  Nordin 
Digital  Commun  Assocs 

54 

7              7 

Northwestem 

BA,  MBA 

895.9 

— 

4,389.1 

5,285.0 

0.70 

2,244 

A  Blaine  Bowman 
Dionex 

42 

11              8 

Brighara  Young 

BS,  MBA 

342.8 

— 

852.3 

1,195.1 

1.95 

4,524 

Elliot  S  Jaffe 
Dress  Bam 

62 

26            26 

U  of  Pa  (Wharton) 

BS 

520.0 

12.0 

— 

532.0 

35.63 

108,926 

Howard  Stein 
Dreyfus 

62 

33           23 

1,715.1 

799.4 

— 

2,514.5 

2.77 

30,239 

Thomas  A  McDoimell 
DST  Sys 

43 

20             4 

Rockhurst  College 

BA,  MBA 

1,244.8 

29.7 

580.3 

1,854.8 

0.74* 

2,195 

Glen  F  Chatfield 
Duquesne  Sys 

45 

18            12 

Penn  State 

BS 

241.9 

— 

— 

241.9 

9.75 

19,000 

Harris  A  Shapiro 
Dyansen 

53 

8              7 

U  of  Pa  (Wharton) 

BS 

202.5 

8.0 

— 

210.5 

31.39 

3,719 

Thomas  R  Pledger 
Dycom  Industries 

50 

4             4 

288.0 

— 

— 

288.0 

3.21 

2,467 

Landon  T  Clay 
Eaton  Vance 

62 

20            17 

Harvard 

BA 

435.8 

29.6 

718.2 

1,183.6 

27.06§ 

20,135 

'   Gfeorge  W  Murphy 
ECC  IntI 

52 

18            18 

Fordham 

BS 

259.0 

51.4 

— 

310.4 

1.93 

763 

Robert  Silverstein 
Eldon  Industries 

65 

39           39 

325.2 

— 

524.0 

849.2 

12.77* 

14,737 

lohn  E  Pippin 
Electromagnetic  Sciences 

60 

20           20 

Georgia  Inst  of  Tech 

BS,  PhD 

274.5 

— 

— 

274.5 

1.67 

1,079 

Thorley  D  Briggs 
Emcon  Assocs 

57 

8             3 

Harvard 

BA 

74.8 

20.2 

107.9 

202.9 

3.40 

1,411 

Leo  Benatar 
Engraph 

58 

7              7 

Georgia  Inst  of  Tech 

BIE 

323.9 

25.2 

30.6 

379.7 

3.26 

3,284 

'Includes  family  holdings.     tLess  than  0.01%     tFiscal  1987  data.     §MultipIe  stock  classes  have  been  combined. 
.  »60,000. 

""Dr  Feldschuhs  compensation  is 

less  than 
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The  200  Best 

Sm 

tall  Compi 

mies' 

Chief  Fxecutives 

1 

w 

..    .  . 

1 
1 

Chief  executive/Company 

Age 

— Years — 
'.vi«h          as 
cc         CEO 

Undergraduate 
college 

College      < 
degrees    + 

Q .: /AAAI 

—Stock 

% 

owned— 

mkt  valni 

(000) 

alary 
bonus 

other 

stock 

gains          total 

Jack  E  Aalseth 
ERC  IntI 

55 

12 

12 

U  of  Cal  (San  Diego) 

BS 

$356.7 

— 

—        $356.7 

3.63% 

$1,995 

John  M  Kaiser 
Expeditors  Intl 

48 

9 

9 

291.7 

$0.8 

—          292.5 

6.61 

6,424 

Tony  J  Bosbo(!!n 
Fabriciand 

65 

20 

20 

109.0 

— 

—          109.0 

9.33- 

2,474 

Eddie  L  Ervin  Jr 
Family  Steak  Houses  of  Fla 

59 

7 

7 

Erskine  College 

BA 

130.0 

— 

—          130.0 

17.54 

4,371 

Robert  A  Kierlin 
Fastenal 

49 

21 

21 

U  of  Minnesota 

BS,  MA 

I2I.0 

— 

—          121.0 

30.88 

28,564 

Albert  L  Ueltschi 
FlightSalety  Intl 

71 

37 

37 

204.6 

— 

—          204.6 

35.35 

309,364 

Charles  B  Johnson 
Franklin  Resources 

55 

34 

34 

Yale 

BS 

418.2 

72.5 

—         490.7 

20.62 

114,362 

Walter  A  Rhulen 
Frontier  Insurance  Group 

57 

26 

26 

U  of  Connecticut 

BS 

122.0 

— 

—          122.0 

17.17§ 

7,340 

Richard  Fink 
G&K  Svcs 

58 

24 

18 

U  of  Minnesou 

BA,  B.  Phil. 

195.9 

8.8 

—          204.7 

9.02*§ 

12,739 

Morris  M  Bennett 
Geodyn  amies 

56 

20 

14 

Long  Beach  State  Coll 

BS,  MS 

200.7 

21.1 

—          221.8 

5.04 

1,541 

1 

H  Joseph  Gerber 
Gerber  Scientific 

64 

40 

40 

Rensselaer  Poly 

BS 

451.4 

— 

—          451.4 

12.31* 

57,781 

John  W  Scheck 
Giga-Tronics 

58 

8 

8 

Illinois  Inst  of  Tech 

BS 

66.1 

6.5 

—            72.6 

5.63 

1,597 

Ron  E  Doggett 
GoodMark  Foods 

53 

27 

3 

Mankato  State  College 

BBA 

332.4 

— 

—          332.4 

28.54* 

15,864 

David  A  Koch 
Graco 

58 

32 

26 

St  Thomas  College 

BA 

356.2 

3.4 

—         359.6 

32.19 

43,655 

Robert  S  Thoinpson 
Groff  Industries 

55 

27 

2 

151.8 

— 

—           151.8 

2.48 

474 

Robert  S  Bowen 
Group  1  Software 

SO 

5 

2 

Northwestern 

BS,  MBA 

— 

— 

7 

0.36 

144 

Keith  C  Vander  Hyde 
Guardsman  Products 

60 

29 

10 

317.7 

— 

$27.9          345.6 

0.83 

565 

J  William  Robinson 
John  H  Harland 

68 

38 

19 

U  of  Alabama 

BS 

377.5 

3.6 

—         381.1 

1.97 

14,228 

Daniel  P  McCartney 
Healthcare  Svcs  Group 

37 

11 

11 

Villanova 

BS 

198.3 

— 

—          198.3 

16.17 

5,790 

Russell  A  Cerdm 
Heartland  Express 

47 

10 

10 

Moorhead  St  Coll  (MinnI  BA 

300.0 

— 

—          300.0 

62.60 

31,300 

John  W  Hinr\ 
lack  Henr>  &  Assocs 

■^.A 

11 

11 

132.4 

3.0 

~           135.4 

35.76 

4,668 

Herbcit  H  Kreedland 
Howell  Industries 

51 

30 

17 

U  of  Michigan 

BA 

275.0 

26.9 

-          301.9t 

52.68t 

12,762 

Ronald  )  Naples 
Hunt  Manufacturing 

42 

12 

7 

West  Pomt                 BS 

>,  MA,  MBA 

340.1 

420.1 

309.5       1,069.7 

1.36 

3,999 

Terrence  M  Hunt 
HWC  Distribution 

40 

13 

13 

Southern  Methodist 

BS 

524.8 

— 

1,564.4       2,089.2 

9.46§ 

5,963 

Roger  1  Sippl 
Informix 

33 

8 

8 

U  of  Cal  (Berkeley) 

BS 

157.9 

— 

—          157.9 

8.09* 

7,965 

"IiKiudes  family   holdinuN      tLe 
Compensation  not  disclosed 

.s  itun 

Oul% 

tFiscal 

198~  tiai.i     ^Multiple  stock  classes  have  been 

combined     'Management  consulting  agreement 
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The  200  Best  Small  Companies'  Chief  Executives 


Chief  executive/Company 


k.ge 


—Years — 

%■/!;•'.         as 
CO  CEO 


Compensation  (000) — Stock  owned— 

Undergraduate        College      salary  stock  mkt  vaiui 

college  degrees     +  bonus      other         gains         total  %  (000) 


Kenneth  A  Eldred 
Inmac 


45 


12 


1 2      Stanford 


BA,  MBA     $282.4  — 


—        $282.4       30.84%    $38,840 


I' 


Thomas  Vv'  Haley 
Innovex 


32 


16 


16      U  of  Minnesota 


BA 


81.0 


81.0       20.59* 


3,799 


Ray  C  Anderson 
Interface- 


54 


15  15      Georgia  Inst  of  Tech  BA  240.0       $3.4 


243.4       10.15  26,110 


Carl  L  Bixby 
Interface  Sys 

49 

19 

19 

U  of  Michigan 

BBS/BBS 

179.4 

12.6 

—          192.0 

3.80 

1,050 

Sain  N  Wilson 
Intertrans 

53 

10 

10 

North  Texas  State 

BA 

117.2 

— 

—          117.2 

7.00 

3,643 

Michael  P  Sullivan 
Intl  Dairy  Queen 

53 

14 

1 

Marquette 

BS,  ID 

— 

— 

8 

0.11 

138 

Robert  W  Allington 
Isco 

53 

29 

27 

U  of  Nebraska 

BS,  MS 

172.0 

10.2 

—          182.2t 

51.00* 

33,102 

Donald  D  Iverson 
Iverson  Technology 

56 

6 

6 

Stetson 

BS 

270.0 

95.0 

—          365.0 

43.59 

17,922 

Neil  Rosenstein 
jackpot  Enterprises 

62 

8 

8 

CCNY 

BA 

292.7 

2.0 

$3,8          298.5t 

5.72* 

4,322 

Robert  S  Fremont 
|uno  Lighting 

63 

12 

12 

NYU 

BA 

393.3 

26.6 

—         419.9 

13.19 

23,858 

Of  these  200  executives,  46  made  it  to  the  top 
without  a  college  degree.  Another  fact:  As  a  result  of 
last  year's  market  crash,  only  38  of  these  executives 
exercised  stock  options  in  their  last  fiscal  year. 
Donald  A.  Pels  of  LIN  Broadcasting  made  the  most 
from  options,  $16.4  million. 


Raymond  A  LeBlanc 
Keystone  Intl 


58 


33 


3      U  of  Detroit 


BBS 


579.7       30.0 


609.7         0.62 


3,090 


Michael  Kmg 
King  World  Productions 


40 


15 


4      Fairleigh  Dickmson 


BA 


725.0 


725.0         8.78*        55,509 


Lawrence  A  Shore  60 

Lawrence  Insurance  Group 


2      Michigan  State 


BA 


240.0  — 


240.0        0.15* 


180 


Daniel  |  Meyo 
Lawson  Products 


58 


23 


232.6       20.5 


—  253.1         0.29* 


1,082 


Robert  S  Kendall 


49 


16 


16      Case  Western 


BA 


479.8       35.0 


—  514.8       21.75 


13,958 


Lloyd  C.  Stiicrmcr 
Lee  Enterprises 


(y\ 


U 


IS       Amherst  College 


BBA,  .MBA     469.0 


2,042.1        2,511,1         3.97'        26,685 


Donald  A  Pel- 
LIN  Broadcasting 


60 


19 


19      U  of  Pennsylvania  BS,  FD  928.3       21.7   16,428.0     17,378.0         1.26*        38,072 


Robert  W  Lmdal 
Lindal  Cedar  Homes 


41 


20 


7      U  of  Bntish  Columbia        BE 


175.8         5.2         107.3  288.3       11.12 


1,639 


Samuel  B  Davis 
Liqui-Box 


46 


25 


448.1        11,5         133.1  592.7       10.51 


9,090 


Robert  I  Ready 
LSI  Lighting  Systeiaa 


48 


12 


1 2      Babson  College 


BBS 


366.0       32.0 


398.0        9.21*  3,425 


Mncludo  Liniily  holdiiiK-'      'I  i 


I  0(11-1       ;I-iscal  iy8~d.iia      §Muliiple  suxk  cUvse,',  have  hecii  combined.     "New  CEO,  compeivsation  data  not  available. 
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The  200  Best  Small  Companies'  Chief  Executives 


- 

i 

Chief  executive/Company 

Age 

—Years — 
with         as 
CD         CEO 

Undergraduate 
college 

College 
degrees     + 

tion  1000> 
stock 
gains 

— Stock  owned — 
mkt  value 
%            (000) 

salary 
bonus 

other 

toul 

John  B  Lahourcade 
Luby's  Cafeterias 

63 

19 

6 

U  of  Texas 

BBA 

$253.8  $131.0 

— 

$384.8t 

1.23% 

*t  $5,482 

[oseph  F  Gloudeman 
MacNeal-Schwendler 

53 

10 

3 

Marquette 

BS,MS,DrIng 

278.0 

— 

$56.5 

334.5 

3.21 

4,708 

[ohn  S  Nadolski 
Marietu 

37 

13 

13 

Syracuse 

BA 

150.0 

— 

— 

150.0 

17.45 

4,376 

Kenneth  D  McClain 
McClain  Industries 

47 

20 

20 

175.0 

— 

— 

175.0 

48.27* 

12,259 

Robert  P  McGrath 
McGrath  RentCotp 

54 

9 

9 

U  of  Notre  Dame 

BS 

233.7 

19.0 

— 

252.7 

28.81* 

18,258 

Craig  Waldbillig 
Medex 

62 

29 

17 

Boston  U 

BS 

172.1 

4.0 

— 

176.1 

13.70* 

5,861 

[erome  F  Sheldon 
Medicine  Shoppe  Intl 

53 

9 

8 

Brooklyn  College 

BA,  MBA,  ID 

349.8 

3.7 

— 

353.5 

3.24 

4,432 

lames  W  Crook 
Melamine  Chemicals 

58 

16 

1 

160.0 

0.3 

— 

160.3 

0.28 

182 

Christopher  J  Conway 
Mentor  Corp 

49 

19 

19 

225.1 

— 

— 

225.1 

2.73 

3,453 

P  E  Sadler 
MictoBilt 

53 

5 

5 

Vanderbilt 

BS 

120.0 

4.8 

— 

124.8 

39.42* 

26,934 

William  N  Mayer 
Modem  Controls 

58 

16 

1 

U  of  Wisconsin 

BS 

145.8 

1.0 

— 

146.8 

3.24* 

697 

Mario  M  Morino 
Morino  Assocs 

45 

15 

15 

Case  Western 

BBA 

360.0 

30.0 

— 

390.0 

35.34 

51,321 

Donald  M  Sullivan 
MTSSys 

52 

10 

1 

U  of  Miimesota 

BS,  BA 

163.2 

6.2 

93.5 

262.9t 

0.49»t 

449 

Stephen  E  Myers 
Myers  Industries 

44 

25 

4 

Harvard 

BA,  MBA 

166.3 

4.9 

2.8 

174.0 

10.51* 

9,134 

Roy  McKnight 
Mylan  Labs 

67 

13 

12 

Princeton 

BSE 

270.9 

18.8 

— 

289.7 

3.87 

12,775 

Richard  Soloway 
Napco  Securit  y  Sys 

42 

16 

7 

358.0 

— 

— 

358.0i 

20.56*t 

11,635 

Charles  W  Oswald 
National  Computer  Sys 

60 

18 

18 

U  of  Kansas 

BA,  MBA 

274.8 

16.0 

— 

290.8 

11.88* 

29,543 

Mark  A  Speizer 
National  Insurance  Group 

45 

16 

2 

300.0 

— 

— 

3000 

48.39 

19,013 

Lloyd  E  Cot  jen 
Neutrogena 

59 

31 

21 

Princeton 

BA,  MBA 

1,005.6 

60.8 

— 

1,066.4 

39.89* 

240,448 

Richard  H  Rhoads. 
New  England  Business  Svcs 

58 

23 

13 

U  of  Virginia 

BA,  MBA 

424.0 

3.7 

— 

427.7 

6.48* 

24,084 

NY  Marine  &  Gen  Ins" 

— 

— 

— 

— 

— 

— 

William  P  Madar 
Nordson 

49 

3 

3 

Purdue 

BS,  MBA 

740.0 

10.0 

— 

750.0 

0.32 

1,298 

Robert  C  Mitchell 
Northwest  Teleproductions 

55 

19 

10 

U  of  Minnesota 

BA 

213.4 

4.7 

— 

218.1 

3.50* 

458 

WiUiam  C  Killgallon 
Ohio  Art 

49 

20 

10 

Ohio  State 

BS 

399.0 

— 

— 

399.0 

16.26 

3,880 

Richard  M  Jaffee 
Oil-Dri  Corp  of  America 

52 

31 

28 

U  of  Wisconsin 

BA 

291.4 

— 

86.1 

377.5 

18.84* 

23,083 

•Includes  family  holdings.     tLess  tfian  0  01% 
recently.  Company  has  not  designated  a  nev 

tFiscal  1987  data.     §Multiple  stock  classes  have  been  combined,    ^ohn  N  Blackman,  founder  &  CEO,  passed  away 
.  CEO. 
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The  200  Best  Small  Companies'  Chief  Executives 


Chief  executive/Compauy 

Age 

—  '.'ears — 
with         as 
CO         CEO 

Undergraduate 
college 

College 
degrees     4 

(- 

ation  (000> 
stock 
gains 

—Stock 
1 

% 

salary 
-  bonus 

other 

total 

nkt  value 
(000) 

Perry  Levine 
Par  Pharmaceutical 

67 

10 

10 

$472.0 

— 

— 

$472.0 

6.55%* 

$8,846 

B  Thomas  Golisano 
Paychex 

47 

17 

17 

242.6 

$16.0 

— 

258.6 

17.28* 

39,636 

Donald  B  Dalilm 
PCS 

38 

7 

7 

U  of  Tulsa 

BS 

372.4 

9.5 

— 

381.9 

— t 

23 

Irving  Levit 
Penn  Treaty  American 

59 

17 

17 

116.2 

— 

— 

116.2'° 

62.44 

11,820 

James  C  Malmberg 
Piccadilly  Cafeterias 

51 

31 

4 

Louisiana  State 

BS,  MBA 

236.0 

0.5 

— 

236.5t 

1.19*t 

1,568 

John  F  Cogan  Jr 
Pioneer  Group 

62 

26 

25 

Harvard 

BS,  JD 

409.4 

— 

— 

409.4 

17.28 

18,452 

G  Larry  Wilson 
Policy  Mgmt  Sys 

42 

22 

7 

U  of  South  Carolina 

BS,  MBA 

1,128.4 

15.1 

$161.2 

1,304.7 

0.73 

2,836' 

Van  L  McNeel 
Polymer  Intl 

63 

25 

25 

U  of  Alabama 

LLD 

242.9 

— 

— 

2^2.9 

86,36* 

41,973 

Raymond  D  Stevens  Jr 
Pratt  &  Lambert 

61 

20 

17 

U  of  Pennsylvania 

BS 

350.0 

2.6 

— 

352.6 

7.29* 

7,328      1 

George  I  Colhns 
T  Rowe  Price  Assocs 

48 

16 

4 

Virginia  Mil  Inst 

BA,  MBA 

540.0 

45.7 

— 

585.7 

3.60* 

8,266 

Dean  M  Willard 
Products  Research  &  Chem 

42 

16 

1 

Cal  Sute  (Long  Beach] 

BA 

598.8 

— 

— 

598.8 

0.96 

1,218 

Irwin  Mautner 
Programming  &  Sys 

55 

29 

25 

City  University  of  NY 

BBA 

436.2 

131.6 

— 

567.8 

26.34* 

6,504 

Bernard  C  Wampler 
Pulaski  Furniture 

57 

33 

21 

North  Carolina  State 

BS 

292.3 

— 

66.0 

358.3 

4.30 

2,128 

Peter  A  Benoliel 
Quaker  Chemical 

57 

27 

22 

Pnnceton 

BA 

286.3 

8.6 

27.5 

322.4 

14.37* 

16,652 

Frank  Castellana 
Quarex  Industries 

33 

15 

6 

146.0 

— 

— 

146.0 

13.97 

2,111 

John  C  Warner 
Quiksilver 

41 

2 

I 

U  of  Tulsa 

BS 

275.0 

— 

— 

275.0" 

— t 

34 

Alan  M  Zimmer 
Reeds  Jewelers 

29 

7 

3 

U  of  Georgia 

BBA,  MBA 

152.3 

6.9 

— 

159.2 

20.24* 

5,082 

James  L  Packard 
Regal-Beloit 

46 

9 

4 

239.7 

— 

107.6 

347.3 

0  93 

1,442 

Carl  H  Lindner 
Republic  American 

69 

15 

15 

21.3 

— 

— 

21.3'^ 

17.53'* 

48,083 

Gerald  E  McGinnis 
Respironics 

54 

17 

17 

U  of  Illinois 

BS,  MS 

84.5 

250.2 

— 

334.7 

17.07 

3,465 

Jolm  1  Cahill 
Rockaway 

56 

20 

15 

Lehigh 

US 

251.3 

- 

— 

251.3 

0.85 

597      i 

John  W  Roll'ns  Sr 
Rollins  Eavironmental  Svcs 

72 

20 

1 

450.0 

— 

— 

450.0 

7.82* 

65,443 

T  Mark  McCall 

Ryan's  Family  Steak  House 

30 

10 

2 

The  Citadel 

BS 

101.6 

— 

— 

101.6 

0.68 

2,137 

Stuart  C  Siege  1 
S&K  Famous  Brands 

45 

21 

3 

East  Carolina 

BS 

418.0 

15.2 

— 

433.2 

48.59 

12,012 

Paul  B  Shore 
Shorewood  Packaging 

67 

22 

22 

490.0 

120.3 

— 

610.3 

13.14* 

27,018       • 

•Includes  family  holdihn!,      tLcsj.  Ui.in  0  01%      JKiscal  19M' 
Irv  Levit  Insurance  Manageiix-ni  Corp.     "Annualizc-d  salan' 

data      ^Multiple  skkU  cUtsscs  have  been  CDmbiiiixl      '"Mr  l.cvii  also  rc-ceivts  commissioas 
'•'Director's  fee      "Owned  indireciK-  through  Americ-an  Kinancial  0)rp 

from  the 

^ 
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Does  the  paperless  office  have  any  limits? 


©  1988  Moore 


The  electronic  technology  behind 
the  paperless  office  seems  to  make 
its  future  possibilities  almost  limit- 
less. Today,  however,  electronic  tech- 
nology is  generating  more  paper 
than  ever  before.  And  the  task  is  to 
manage  business  information  with 
maximum  efficiency  and  cost- 
effectiveness. 

Helping  business  do  this  has  been 
a  Moore  mission  for  over  100  years. 
As  the  world's  leading  designer  and 
manufacturer  of  business  forms  and 
systems,  Moore  is  uniquely  qualified 
to  become  your  partner  in  business 
information  management. 

We  already  have  successful  part- 
nering relationships  with  some  of 


the  world's  largest,  most  successful 
companies.  We  bring  to  these  part- 
nerships quaUty  products,  a  high 
level  of  service  and  advanced  infor- 
mation technology. 

As  your  partner,  Moore  can  help 
your  company  reduce  costs  by 
increasing  productivity  without 
additional  people  or  capital  invest- 
ment. And  you  can  concentrate  your 
time  and  resources  fully  on  manag- 
ing your  own  business. 

As  long  as  your  business  depends 
on  information,  you  can  depend  on 
Moore  to  help  you  manage  it-with 
paper,  with  electronic  technology 
and  with  unlimited  imagination.  Call 
Moore  at  1-800-447-3000,  ext.  7200. 

BUSINESS  FORMS 
&  SYSTEMS  DIVISION 

1205  Milwaukee  Avenue 
Gleuview.IL  60025 
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The  200  Best  Small  Companies'  Chief  Executives 


r 


Chief  executive/Company         Age 


— Ve,ars — 
v.iiu  as 

CO  CEO 


Compensation  (000) 

Undergraduate       College      salary  stock 

college  degrees     +  bonus      other         gains  total 


— Stock  owned — 
mkt  value 
%  (000) 


Thinh  Q  Tran 
Sigma  Designs 


35 


7      U  of  Wisconsin 


BS,  MS  $77.0  — 


$77.0         7.72%      $5,520 


Robert  W  Navarre 
Simpson  Industries 


55 


24 


21      U  of  Notre  Dame 


BA 


271.3       $6.7 


278.0         1.26* 


1,130 


Thomas  L  Gregory 
Sizzief  kestaurants  Inil 


53 


14 


8      Michigan  State 


BS 


327.1       30.0 


357.1         0.91 


2,665 


Preston  T  Smith 
S-K-I  Ltd 


58 


30 


30      Earlham  College 


BS 


457X) 


457.0       12.20 


8,009 


Peter  C  Beshouri 
Sound  Advice 


33 


15 


148.2 


148.2t     16.36t  3,103 


Terry  N  Worrell 
Sound  Warehouse 


43 


14 


14      Midwestern 


BA,  MBA       306.0 


306.0      35.83*       27,960 


George  W  Sztykiel 
Spartan  Motors 


59 


13 


13      London  U  College 


BS 


82.9         4.7 


87.6       19.21 


5,197 


Arm  S  Lieff 
Spec's  Music 


36 


14 


8      U  of  Denver 


BS 


117.0       16.9 


133.9       31.51 


9,586 


I 


Douglas  R  Starrett 
LS  Starrett 


68 


36 


36      Dartmouth  College 


BA 


216.0 


—         216.0        2.56 


4,658 


F  Qumn  Stepan 
Stepan 


51 


27 


4      U  of  Notre  Dame 


BA,  MBA       454.7       14.6      $113.6  582.9       16.36*        22,157 


Is  big  better?  The  median  total  compensation  for 
bosses  of  the  country's  200  best  small  companies  was 
$300,000,  versus  a  median  $782,253  for  the  heads  of 
America's  800  largest  companies.  The  best  paid  of  the 
small  company  heads:  LIN  Broadcasting's  Donald  A. 
Pels,  at  $17.4  million  total  compensation.  Worst  paid: 
Giga  Tronics'  John  Scheck,  at  $72,600. 


!'l| 


Larry  A  Dean 
Stockholder  Sys 


46 


17 


17      Georgia  Inst  of  Tech      BS,  MBA       262.0         — 


262.0       41.59*§      13,773 


John  W  Brown 
Stryker 


54 


11 


1 1      Auburn 


BA 


295.0       28.7 


—         323.7        4.85 


15,901 


Louis  L  Bonck 
Superior  Industries  IntI 


64 


31 


31 


625.0 


625.0       29.52*        38,200 


A  Earl  Swift 
Swift  Energy 


55 


9      U  of  Oklahoma 


BS,  ro 


270.5         2.1 


—  272.6         9.18 


2,603 


Sy  Syras 
Syms 


62 


29 


29      NYU 


BA 


777.0       57.2 


—  834.2       55.89        115,913 


lohj)  E  Sttun 
Syi^tematics 


49 


0      U  of  Kansas 


BS 


300.0 


300.0" 


Walter  t;  Mmnick 
TllntI 

Fohn  W  Ballard 
TCI  Intl 


46 


14 


2      Whitman  Coll  BS,  MBA,  ID      265.8         9.3        260.9  536.0         0.73 


1,255 


55 


20 


14      Dartmouth 


BA,  MS,  MBA    303.1 


303.1        13.71 


6,703 


Victor  A  Rocchio 
Technalysis 


61 


21 


21      U  of  Minnesota 


BA 


260.5 


134.3  394.8       17.68 


2,779 


Lennox  K  Black 
Teleflex 


58 


27 


16      McGill  U  (Montreal 


BCOM       3312       45.4 


—  376.6         3.77  11,409 


•Includes  family  holdings.     tLess  than  001%      tFLSCil  1987  data.     §Mulliple  .stock  cla.s.sc.s  have  Ixvn  combined   "John  K  Steuri  lodk  office  Oa  1988  Salan-  is 
annualized 
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A  hundred  years  ago, 
people  struggled  to  hit  paydirL 


Tbday  we  take  the  struggle  out 

Finding  financial  resources  can  often  be  a  struggle  for  an  expanding  business. 
Because  without  the  right  source,  success  can  be  fleeting 

We're  U  S  WEST  Financial  Services,  a  diversified,  $2  billion  subsidiary  of  the 
telecommunications  giant.  We  help  corporations  throughout  the  world  achieve  their 
goals  by  providing  a  wide  range  of  asset-based  lending  programs.  We  also  tailor  these 
financial  programs  to  fit  the  particular  needs  of  each  client  through  six  strategically 
located  divisions  across  the  United  States. 

Give  us  a  call  at  our  Denver  headquarters,  (303)  773-2363.  Our  offices  are  also 
located  in  New  York,  Chicago,  Kansas  City,  Los  Angeles  and  San  Francisco  We're 
ready  to  put  our  extensive  capital  resources  and  special  expertise  to  work  for  you. 

UfSWESTriNANCIAL  SERVICES 


©1988,  U  S  WEST  Financial  Services,  Inc. 


i 


The  200  Besk  Small  Companies'  Chief  Executives 


Chief  executive/Company 

Age 

with 

CO 

'^S — 

as 
CEO 

Undergraduate 
college 

College 
degrees 

Cnmnon 

sation  (000) 

stock 

gains          total 

— Stock  owned— 
mkt  value 
%            (000) 

salary 
f  bonus 

Other 

Raymond  D  Meyo 
Telxon 

45 

16 

3 

U  of  Notre  Dame 

BA,  fD 

$390.0 

$4.9 

$1,638.6 

$2,033.5 

1.10% 

$2,237 

Roger  L  Hale 
Tennant 

53 

27 

12 

Brown 

BA,  MBA 

328.8 

8.2 

— 

337.0 

3.29 

4,360 

David  H  V'.ui 
Thennai  Industries 

57 

28 

28 

U  of  Pittsburgh 

BBA 

128.0 

5.6 

— 

133.6 

58.78 

5,938 

Arvin  H  Smith 
Thernio  Instrument  Sys 

59 

5 

2 

Texas  Christian 

BA 

120.0 

— 

— 

no.ot 

^    0.21t'* 

370 

L  William  Krause 
3Com 

46 

7 

6 

The  Citadel 

BS 

250.4 

— 

— 

250.4 

2.49 

13,121 

Melvin  J  Gordon 
Tootsie  Roll  Industries 

68 

36 

26 

Harvard 

AB,  MBA 

472.8 

30.0 

— 

502.8 

18.46" 

51,648  ■ 

Richard  W  Ussery 
Total  System  Svcs 

41 

23 

6 

Auburn 

BS 

176.1 

23.4 

— 

199.5 

0.37 

1,275. 

Arland  D  Dunn 
Traditional  Industries 

49 

12 

12 

233.3 

— 

— 

233.3 

26.57* 

8,052 

Robert  J  Higgins 
Trans  World  Music 

47 

15 

15 

810.5 

73.7 

— 

884.2 

68.98* 

158,406 

Hugh  E  Carr 
Trion 

56 

20 

13 

Penn  State 

BS 

149.7 

1.4 

— 

151.1 

5.54 

2,220 

Richard  E  Grey 
Tyco  Toys 

5,? 

30 

3 

UCLA 

BS 

1,554.5 

— 

— 

1,554.5 

2.03 

1,457 

Henry  D  Sahakian 
Uni-Marts 

51 

26 

26 

191.0 

— 

— 

191.0 

17.86*§ 

7,655 

lohn  Fannmg 
Uniforce  Temp  Personnel 

57 

34 

34 

199.8 

— 

— 

199.8 

38.33 

19,680 

lean  B  Buttner 
Value  Line 

53 

24 

1 

Vassar  College 

BA 

188.9 

— 

— 

188.9 

80.50* 

170,166 

lames  E  Mohrhauser 
Versa  Technologies 

66 

18 

18 

232.6 

— 

104.5 

337.1 

9.51* 

7,219 

Ronald  D  Ordway 
Video  Display 

46 

13 

13 

80.0 

— 

— 

80.0 

46.29* 

15,399 

Felix  Zandman 
Vishay  Intertechnology 

60 

26 

26 

U  of  Nancy  (France) 

ME,  PhD 

417.9 

— 

— 

417.9 

15.09§ 

36,301 

Robert  E  Cook 
VM  Software 

47 

7 

5 

Indiana  U  of  Pa 

BS,  MBA 

171.9 

49.1 

— 

221.0 

18.95* 

16,528 

Timothy  P  Home 
Watts  Industries 

50 

29 

10 

Trinity  College 

BA 

512.0 

— 

— 

512.0 

12.18*"* 

39,056 

John  S  Barry 
WD-40 

64 

19 

19 

U  of  Minnesou 

BS,  MBA 

350.0 

32.5 

108.5 

491.0 

3.13* 

7,775 

Richard  S  BuJley 
W(igh-Tronix 

60 

16 

8 

280.0 

8.7 

— 

288.7 

2.38 

1,450 

Thomas  M  Duff 
Wellman 

41 

17 

3 

Rutgers 

BA 

344.8 

42.4 

— 

387,2 

3.42 

19,115 

Roy  F  Weston 
Roy  F  Weston 

77 

31 

31 

U  of  Wisconsin 

BS,  MCE 

336.7 

46.8 

— 

383.5 

9.53§ 

11,991 

Arthur  L  Williams 
AL  Williams 

46 

11 

7 

Mississippi  State 

BS,  MS 

145.0 

— 

— 

145.0" 

15.83 

53,816  ll 

Thomas  M  Owens 
XL/Datacomp 

51 

9 

9 

Loyola  U  (III) 

BS 

275.0 

— 

— 

275.0 

25.93* 

45,163 

'Includes  laniily  holdiiins      fLev, 
parent  company.     "'Holdings  .« 

than  0  01%,     Jl  i 
e  ihruueh  a  on 

seal  l';8- 
noniona 

dM.i     §MuUiplc  Mock 
ic  inicrcsi  in  niernio 

laxscs  have  be 
HIcaron      ''1 

en  conihined      ''^Aniiuali/cd  .salan-  paid 
iclude.s  .shares  ioinilv   hi-ki  wiih   Mrs    ( 

ly  Thermo 
lordon.  a 

Electron, 
comnanv     1 

k 


1 


c 


ofTicer     '"Excludes  shares  helil  in  family  trust.     '"Arthur  L  Williams  aLso  receives  suhsiantial  commissions  from  Mass  Indemnity  &  Life  Ins,  a  subsidiary  of 
Primerica.  I'rimenca  owns  IT"*,  ol  .\l.  VCilljams. 
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XEROX 


ind  you  thought  we  only  made  great  copiers. 


ou  can  see,  the  name  Xerox  is  on  a 
I  of  office  products  besides  copiers. 

I  c  typewriters  that  easily  revise. 

N  irkstations  that  create.  Facsimile 

r  chines  that  guarantee  your 

t   uments  get  wherever  you're 

-  ding  them.  Intelligent  printers  that 

r  ke  you  more  productive.  And 

f  Thshing  systems  and  software  that 


let  you  produce  in-house  documents 
that  look  like  you  went  outside  to 
publish  them.  We  even  make  all  the 
supplies  you'll  ever  need  to  use  them. 

So  whatever  your  document  processing 
needs.  Xerox  makes  all  these  products 
and  a  lot  more.  And  with  the  same 
quality,  service  and  support  you've 
come  to  expect  from  Team  Xerox. 


For  more  information  about  Xerox 
products,  call  us  at  l-800-TEAM-XRX 
(1-800-832-6979).  Ext.  129E. 

So  in  case  you  thought  Xerox  machines 
only  made  great  copies,  take  another  look. 

They  also  make  great  originals. 

Team  Xerox. 

We  document  the  world. 
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XEROX*  is  a  Iradlmaric  of  XEROX  CORPORATION.  Ventura  Publisher'  is  a  trademark  of  Ventura  Software,  Inc 


Company  Directory 


Want  to  find  out  more  about  the  200  best  small  companies?  This 
alphabetical  directory  tells  how  to  contact  them  and  shows  their 
relative  rankings  by  return  on  equity,  sales,  profits  and  market 
value.  Use  the  5-year  average  ROE  ranking  to  find  a  company  in 
the  tables  beginning  on  page  285.  . 


Company 

Exch 

Ticker 

5-year 

average 

ROE 

Where 

sales 

they  rank — 
profit 

market 
value 

City,  state 

Telephone 

ABI  Am  Businessphones 

a 

AB 

62 

164 

189 

192 

Irvine,  CA 

(7141472-2200 

Acxiom 

o 

ACXM 

175 

121 

144 

117 

Conway,  AR 

15011329-6836 

A£P  Industries 

0 

AEPI 

71 

100 

142 

160 

Moonachie,  NJ 

(2011935-6500 

Agency  Rent-A-Car 

o 

AGNC 

48 

42 

24 

23 

Solon,  OH 

(2161349-1000 

Air  Cargo  Equipment 

o 

ARCE 

103 

178 

177 

188 

Rancho  Dominguez,  CA 

(213)603-1996 

Alfa 

o 

ALFA 

140 

52 

41 

57 

Montgomery,  AL 

(205)  288-3900 

Alico 

0 

ALCO 

110 

179 

97 

71 

LaBelle,  FL 

(8131675-2966 

Allied  Security 

o 

ASCY 

129 

109 

186 

182 

Pittsburgh,  PA 

(412)  884-2636 

Aloette  Cosmetics 

0 

ALET 

45 

188 

167 

186 

Malvern,  PA 

(2151644-8200 

American  List 

a 

AMZ 

33 

199 

182 

166 

Great  Neck,  NY 

(516)466-0602 

American  Software 

o 

AMSWA 

122 

125 

66 

70 

Atlanta,  GA 

(404)261-4381 

Amwest  Insurance  Group 

a 

AMW 

106 

183 

151 

173 

Woodland  Hills,  CA 

(818)704-1111 

Analysis  &  Technology 

0 

AATl 

164 

106 

153 

162 

North  Stonington,  CT 

(203)599-3910 

Andover  Controls 

o 

ANDO 

126 

177 

156 

147 

Andover,  MA 

617)470-0555 

Arbor  Drugs 

o 

ARBR 

88 

23 

105 

110 

Troy,  MI 

313)  643-9420 

Armor  All  Products 

o 

ARMR 

50 

74 

25 

18 

Irvine,  CA 

714)  553-1003 

Arnold  Industries 

0 

AIND 

81 

80 

61 

63 

Lebanon,  PA 

717)274-2521 

Ashton-Tate 

0 

TATE 

44 

10 

6 

8 

Torrance,  CA 

213)329-8000 

Aspen  Ribbons 

0 

A  RIB 

189 

186 

197 

196 

Lafayette,  CO 

303)  666-5750 

Athey  Products 

0 

ATPC 

161 

147 

140 

150 

Raleigh,  NC 

919)556-5171 

Avemco 

II 

AVt 

9' 

,S6 

U 

55 

Frederick,  MD 

301)694-5700 

EH  A  Group 

0 

BHAGA 

47 

142 

166 

139 

Kansas  City,  MO 

816)356-8400 

Biomet 

o 

BMET 

146 

87 

50 

22 

Warsaw,  IN 

219)  267-6639 

Bolar  Pharmaceutical 

a 

BLR 

111 

77 

22 

27 

Copiague,  NY 

516)  842-8383 

Bostor  \cou>iicN 

■■ 

BOSA 

46 

185 

172 

183 

Peabody,  MA 

617)532-2111 

WH  Brady 

0 

BRCOA 

158 

65 

77 

72 

Milwaukee,  WI 

414)332-8100 

Branditn  Syscvnis 

0 

BRDN 

27 

171 

175 

167 

Secaucus,  NJ 

201)392-0800 

Bush  Indk 

a 

BSH 

35 

99 

123 

140 

lamestown,  NY 

716)665-2000 

Calgon  Carbon 

1) 

CRBN 

29 

44 

21 

10 

Pittsburgh,  PA 

412)  787-6700 

Cambrex 

>. 

CBAM 

76 

85 

98 

116 

Bayonne,  NJ 

201)858-7900 

Canonic  Environmental  s 

ti 

CANO 

10 

135 

110 

78 

Porter,  DM 

219)926-8651 

CareerCom 

n 

PTA 

73 

67 

95 

94 

Lemoyne,  PA 

717)  774-1477 

a  Aintin.jii  M(Kk  h.\c'hjnx>-'      •" 

■ik  Sl(K.K 

l-.xi.  tKin^c 

()  ovcT-thi- 

counter 
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Tbday,  21  million 
American  smokers  will 

go  out  to  eat. 

That's  a  market  you  can 

sinkyour  teeth  into! 


fN<^1  America's  smokers  love  to  go  to 
"   \  y   restaurants.  Ttiey  do  so  with  great 
y  /    frequency.  Ttieir  tastes  in  food  span 
_\l_)  ttie  globe —  American,  Italian, 
Ctiinese,  Frencti,  Japanese  and  Mexican 
cuisines.  America's  smokers  feed  this 
country's  food  service  industry. 

The  American  Smoker- 
an  economic  force. 


PHDJP  MORRIS 


Presented  by  Philip  Morris  IMagazine  in  the  interest  of  America's  55.8  million  smokers. 

Source:  The  Roper  Organization. 
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Cbtnpany  Directory 


Company 

Exch 

Ticker 

y  rank — 
profit 

market 
value 

City,  state 

Telephone 

5-year 

average 

ROE 

sales 

CEM 

0 

CEMX 

72 

195 

183 

154 

Matthews,  NC 

(7041  821-7015 

Chambers  Development 

a 

CDVB 

105 

93 

52 

15 

Pittsburgh,  PA 

(412)  242-6237 

Cherokee  Group 

0 

CHKE 

82 

63 

64 

73 

Sunland,  CA 

(8181951-1002 

Chili's 

0 

CHLI 

165 

32 

88 

69 

Dallas,  TX 

(2141980-9917 

Cimco 

0 

CIMC 

190 

143 

155 

153 

Costa  Mesa,  CA 

(714)546-4460 

Cint«' 

0 

CTAS 

114 

35 

40 

17 

Cincinnati,  OH 

(513)  489-4000 

Clayton  Homes 

n 

CMH 

120 

36 

58 

75 

KnoxvUle,  TN 

(615)  970-7200 

Computer  Entry  Systems 

0 

CESC 

191 

104 

150 

165 

Silver  Spring,  MD 

(301)622-3500 

CPI 

0 

CPIC 

65 

3 

19 

28 

St  Louis,  MO 

(314)231-1575 

Crawford  &  Co 

0 

CRAW 

94 

14 

43 

45 

Atlanta,  GA 

(404)  256-0830 

AT  Cross 

a 

ATXA 

67 

38 

12 

14 

Lincoln,  RI 

(401)333-1200 

C&R  Clothiers 

0 

CLTH 

192 

117 

190 

180 

Culver  City,  CA 

(213)  559-8200 

Daxor 

a 

DXR 

144 

200 

145 

163 

New  York,  NY 

(212)935-1430 

Diagnostic  Prods 

n 

DP 

107 

149 

72 

50 

Los  Angeles,  CA 

(213)  776-0180 

Digital  Commun  Associates 

n 

DCA 

127 

28 

9 

33 

Alpharetta,  GA 

(404)  442-4000 

Dionex 

0 

DNEX 

147 

114 

70 

51 

Sunnyvale,  CA 

(408)  737-0700 

Dress  Bam 

0 

DBRN 

24 

39 

46 

38 

Stamford,  CT 

(203)  327-4242 

Dreyfus 

n 

DRY 

66 

17 

■  1 

2 

New  York,  NY 

(212)  715-6000 

DST  Systems 

0 

DSTS 

145 

69 

33 

49 

Kansas  City,  MO 

(816)435-1000 

Duquesne  Systems 

0 

DUQN 

115 

137 

78 

62 

Pittsburgh,  PA 

(412)  323-2600 

Dyansen 

o 

DYAN 

195 

167 

199 

199 

New  York,  NY 

(212)644-5100 

Dycom  Industries 

o 

DYCO 

123 

82 

129 

112 

W  Palm  Beach,  FL 

(407)  659-6301 

Eaton  Vance 

0 

EAVN 

51 

133 

69 

108 

Boston,  MA 

(617)482-8260 

ECC  Intl 

n 

ECC 

159 

144 

133 

146 

Strafford,  PA 

(215)687-2600 

Eldon  Industries 

n 

ELD 

166 

95 

100 

96 

Inglewood,  CA 

(213)642-7716 

Electromagnetic  Sciences 

0 

ELMO 

116 

113 

94 

124 

Norcross,  GA 

(404)  448-5770 

Emcon  Associates 

0 

MCON 

87 

176 

169 

144 

San  lose,  CA 

(408)275-1444 

Engraph 

0 

ENGH 

197 

68 

116 

99 

Atlanta,  GA 

(404)  329-0332 

ERC  Intl 

n 

ERC 

92 

72 

120 

133 

Fairfax,  VA 

(703)  246-0200 

Expeditors  Intl 

o 

EXPD 

36 

66 

109 

101 

Seattle,  WA 

(206)246-3711 

Fabricland 

() 

FBRC 

156 

119 

168 

174 

Portland,  OR 

(503)666-4511 

Family  Steak  Houses  of  Fla 

0 

RYFL 

174 

168 

188 

176 

Neptune  Beach,  FL 

(904)  249-4197 

Fastenal 

0 

FAST 

38 

172 

170 

104 

Winona,  MN 

(507)  454-5374 

FlightSafety  Intl 

n 

FSI 

112 

64 

5 

3 

Flushing,  NY 

(718)565-4100 

Franklin  Resources 

n 

BEN 

4 

41 

3 

12 

San  Mateo,  CA 

(415)  570-3000 

Frontier  Insur  <nce  l^roup 

() 

FRTR 

89 

150 

101 

145 

Monticello,  NY 

(914)  794-8000 

Gcodynamics 

0 

GDYN 

80 

146 

152 

161 

Santa  Barbara,  CA 

(805)  964-9905 

Gcrbet  Scient.fir 

n 

CRB 

154 

16 

14 

19 

South  Windsor,  CT 

(203)644-1551 

Giga-Tronics 

o 

GIGA 

100 

189 

147 

168 

Pleasant  Hill,  CA 

(415)680-8160 

GoodMark  Foods 

1) 

GDMK 

11 

79 

136 

132 

Raleigh,  NC 

(919)  790-9940 

Graco 

n 

GGG 

131 

20 

56 

84 

Minneapolis,  MN 

(612)  623-6000 

Groff  Industries 

0 

GROF 

194 

153 

194 

191 

Tampa,  FL 

(813)961-1331 

a.  Anicrlcan  Sux.k  F_\clutixc      n 

New  Wnk  Si.  'ik 

l-.vcli.mgi- 

O:  t)VCI  -ihc 

-CUUIUCI 

Sources  William  O'Neil  &  Co..  Fokuks 
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ATTERY-POV^EMD  PORTABLES. 


ZENITH  INNOVATES  AGAIN-with  a  state  of  the  art  family  of 
battery-powered  portables  led  by  the  single  most  revolu- 
tionary portable  ever  created.  TurbosPort  386.'" 

TurbosPort  386  Is  breakthrough  inside  and  out.  Outside, 
Zenith's  exclusive  Page  White"  display  virtually  duplicates 
printed  page  clarity.  Its  sharp  block  images  are  refreshed 
quickly  on  a  fluorescent  backllt  screen.  Plus  a  fully  detachable 
keyboard  (unheard  of  on  any  other  battery-powered  portable). 

Inside  the  compact  TurbosPort  386,  the  breakthroughs 
continue  with  a  powerful  80386  microprocessor  harnessed  to 
a  fast  access  40MB  hard  disk.  And  zero  wait  state  tech- 
nology for  up  to  50%  greater  speed  than  other  12MHz  systems. 

Next  comes  the  lightweight  SupersPort  286,  •  the  highest 
performance  286  class  machine  among  all  laptops... or 


desktops.  With  a  choice  of  fast  access  20  or  40MB  hard  dis 
The  third  member  of  the  pack  is  the  SupersPort™  with 

20MB  hard  disk  or  dual  floppy  systems  and  detachable  bctte. 

packs  for  optimum  flexibility. 

All  three  machines  ride  on  Zenith's  Intelligent  Power 

Management  System'"  for  maximum  battery  life. 

Three  new  portables-three  more  reasons  why  Zenith 

is  the  battery-powered  leader  For  the  name  of  your  nearest 

Zenith  Data  Systems  Dealer,  call:  1-800-842-9000,  ext.  1. 

^^fgMiTM  data 
" systems 

THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON  • 


Company  Directory 


i 

Company 

Excb 

Ticker 

City,  state 

Telephone                | 

5-year 

average 

ROE 

sales 

profit 

market 
value 

Group  1  Software 

0 

GSOF 

21 

193 

173 

149 

Greenbelt,  MD 

(301)982-2000           1 

Guardsman  Products 

n 

GPI 

183 

70 

114 

119 

Grand  Rapids,  MI 

(616)  957-2600 

G&K  Services 

o 

GKSRA 

141 

97 

96 

79 

Minneapolis,  MN 

(612)  546-7440 

John  H  Haiiaad 

n 

IH 

60 

7 

7 

5 

Decatur,  GA 

(404)  981-9460 

Healthcare  Services  Group 

0 

HCSG 

196 

158 

184 

155 

Huntingdon  Valley,  PA 

(215)938-1661 

Hc^-Jsrui  Express 

0 

HTLD 

23 

163 

135 

137 

CoralviUe,  lA 

(319)  645-2728 

Jack  Henry  &  Associates 

0 

IKHY 

32 

187 

200 

197 

Monett,  MO 

(417)235-6652 

Howell  Industries 

a 

HOW 

74 

130 

141 

179 

Southfield,  MI 

(313)  424-8220 

Hunt  Manufacturing 

n 

HUN 

118 

51 

53 

40 

Philadelphia,  PA 

(215)  732-7700 

HWC  Distribution 

0 

HWCD 

13 

88 

113 

130 

Houston,  TX 

(713)  635-4600 

Informix 

0 

IFMX 

43 

116 

111 

100 

Menlo  Park,  CA 

(415)  322-4100 

Irmiac 

0 

INMC 

31 

29 

80 

88 

Santa  Clara,  CA 

(408)727-1970 

Innovex 

0 

INVX 

63 

173 

191 

187 

Hopkins,  MN 

(612)  938-4155 

Interface 

0 

IFSIA 

170 

4 

42 

44 

LaGrange,  GA 

(404)  882-1891 

Interface  Systems 

0 

INTF 

95 

174 

159 

170 

Ann  Arbor,  Ml 

(313)  769-5900 

Intertrans 

0 

ITRN 

85 

78 

154 

134 

Irving,  TX 

(214)  929-8888 

IntI  Dairy  Queen 

0 

INDQA 

9 

25 

35 

36 

Minneapolis,  MN 

(612)  830-0200 

Isco 

0 

ISKO 

184 

165 

139 

123 

Lincoln,  NE 

(402)  464-0231 

Iverson  Technology 

a 

rvT 

26 

126 

134 

143 

McLean,  VA 

(703)  749-1200 

Jackpot  Enterprises 

n 

1 

176 

170 

130 

115 

Las  Vegas,  NV 

(702)  369-3424 

Juno  Lighting 

o 

lUNl.) 

3"^ 

124 

67 

65 

Des  Plaines,  IL 

312)827-9880 

Keystone  IntI 

n 

KD 

177 

1 

16 

16 

Houston,  TX 

713)466-1176 

King  World  Productions 

n 

KWP 

2 

13 

4 

6 

Short  Hills,  N[ 

(201)522-0100 

Lawrence  Insurance  Group 

a 

LWR 

188 

112 

106 

93 

New  York,  NY 

212)674-8753 

Lawson  Products 

o 

LAWS 

91 

62 

29 

25 

Des  Plaines,  IL 

312)827-9666 

LDI 

o 

LDIC 

59 

57 

119 

125 

Cleveland,  OH 

216)687-0100 

Lee  Enterprises 

n 

LEE 

56 

21 

10 

7 

Davenport,  lA 

319)383-2202 

LIN  Broadcasting 

0 

LINE 

187 

18 

2 

1 

New  York,  NY 

212)  765-1902 

Lindal  Cedar  Homes 

0 

LNDL 

109 

145 

174 

195 

Seattle,  WA 

206)  725-0900 

Liqui-Box 

o 

LIQB 

68 

105 

102 

107 

Worthington,  OH 

614)  888-9280 

LSI  Lighting  Systems 

o 

LYTS 

90 

152 

157 

152 

Cincinnati,  OH 

513)  793-3200 

Luby's  Cafeterias 

n 

LUB 

93 

22 

17 

20 

San  Antonio,  TX 

512)654-9000 

MacNeal-Schwendler 

a 

MNS 

54 

151 

83 

76 

Los  Angeles,  CA 

213)258-9111 

Marietta 

o 

MRTA 

128 

181 

181 

172 

Cortland,  NY 

607)  753-6746 

McClaiii  Industries 

(1 

MCCL 

102 

157 

176 

158 

Sterling  Heights,  Ml 

3131264-3611 

McCi;ith  HeniCorp 

() 

MGRC 

84 

156 

112 

126 

San  Lorenzo,  CA 

415)  276-2626 

Medcx 

0 

MDEX 

185 

169 

160 

142 

Hilliard,  OH 

614)  876-2413 

Medicine  Slio,>pc  1ml 

o 

MSIl 

138 

180 

117 

80 

St  Louis,  MO 

314)993-6000 

Melainine  Chemicals 

o 

MTWO 

1 

159 

103 

122 

DonaldsonviUe,  LA 

504)473-3121 

Mentor  Corp 

o 

MNTR 

134 

148 

104 

92 

Santa  Barbara,  CA 

805)967-3451 

MicroBilt 

0 

BUT 

167 

175 

14.? 

109 

Atlanta,  GA 

404)955-0313 

Modem  Controls 

(1 

MOCO 

108 

198 

192 

184 

Minneapolis,  MN 

612)  560-2900 

a  American  Siotk  Kxcliai.jji- 

n  \cw  York  M<n 

k  Exclianj-c 

o  over ihc 

CDuniei 

Sui4rces  Vrilliani  O 

Neil  &  Co .  Forbes      • 

1 

—         ( 
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When  the  business  has  made  a  profit,  how 
does  the  Corporate  Treasurer  explain  a  loss? 


You  know  that  foreign  exchange  rates  are 
H)toriously  fickle.  And  can  turn  profit  into 
OSS  overnight. 

Yet  to  hedge  fully  is  not  necessarily  the 
right  solution.  Whichever  way  you  turn  there's 
risk  involved. 

Thus  it  makes  sense  to  turn  to  NatWest. 
Because  Risk  Management  is  our  business. 

And  this  is  how  it  can  work  for  yours. 

We'll  assign  you  an  Account  Executive. 
Who'll  help  you  draw  up  a  strategy  tailor-made 
to  your  needs. 

To  stabilize  the  exchange  risk  we'll  propose 
an  imaginative  financial  package. 

Our  hedging  vehicle  could  involve  the  use 
of  currency  baskets. 

We  can  provide  options  against  an  abrupt 

National  Westminster  Banl;  PLC,  Atlanta  •  Boston  ■  Chicago  ■ 


1 


reversal  of  your  projections  or  an  aborted  over- 
seas contract. 

With  Forward  Exchange  Facilities  we  can 
cover  you  against  long-term  risk. 

Few  banks,  if  any,  can  deal  from  such  a 
position  of  strength. 

But  then,  it  does  help  to  be  AAA  rated, 
have  an  asset  base  of  more  than  $160  billion 
and  a  network  dealing  in  the  key  financial 
centers  of  the  world. 

Discover  how  Risk  Management  can  tip 
the  balance  sheet  in  your  favor. 

Call  John  Thornton,  Manager  and  Vice 
President,    National   Westminster   Bank    PLC, 
175,  Water  St,  New  York.  Tel.  New  York  602  4287. 


Risk  Management  by 
A  National  Westminster  Bank  PLC 


Dallas  •  Houston  ■  Los  Angeles  ■  New  York  ■  San  Francisco 
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Company 

Exch 

Ticker 

WhprP   tl^'X'   ronlr 

City,  sute 

Telephone 

5-year 

average 

ROE 

sales 

profit 

market 
value 

Morino  Associates 

1) 

MOAI 

14 

139 

86 

77 

Vienna,  VA 

(703)  734-9494 

MTS  Systems 

o 

MTSC 

171 

81 

85 

103 

Minneapolis,  MN 

(6121  937-4000 

Myers  Industries 

a 

MYE 

199 

56 

107 

102 

Akron,  OH 

(216)  253-5592 

Mylan  Labs 

n 

MYL 

17 

92 

18 

31 

Pittsburgh,  PA 

(412)  232-0100 

Napco  Security  Systems 

o 

NSSC 

34 

155 

137 

131 

Amityville,  NY 

(516)842-9400 

National  Computer  Systems 

0 

NLCS 

155 

30 

54 

46 

Minneapolis,  MN 

(612)  829-3000 

National  Insurance  Group 

0 

NAIG 

132 

192 

146 

120 

San  Bruno,  CA 

(415)  872-6772 

Neutrogena 

0 

NGNA 

19 

54 

30 

9 

Los  Angeles,  CA 

(213)642-1150 

New  England  Business  Services 

0 

NEBS 

52 

34 

26 

26 

Groton,  MA 

(508)448-6111 

New  York  Marine  &  GenI  Ins 

0 

NYMG 

121 

107 

49 

86 

New  York,  NY 

(212)953-0580 

Nordson 

0 

NDSN 

113 

24 

15 

21 

Westlake,  OH 

(216)  892-1580 

Northwest  Teleproductions 

0 

NWTL 

58 

197 

195 

198 

Minneapolis,  MN 

(612)  835-4455 

Ohio  Art 

a 

OAR 

61 

120 

138 

181 

Bryan,  OH 

(419)  636-3141 

Oil-Dri  Corp  of  America 

o 

OILC 

135 

115 

108 

91 

Chicago,  IL 

(312)321-1515 

Par  Pharmaceutical 

n 

PRX 

77 

96 

68 

82 

Spring  Valley,  NY 

(914)  425-7100 

Paychex 

0 

PAYX 

69 

101 

90 

52 

Rochester,  NY 

(716)  385-6666 

PCS 

0 

PCSI 

7 

103 

65 

58 

Scottsdale,  AZ 

(602)  391-4600 

Penn  Treaty  American 

0 

PTAC 

30 

190 

158 

190 

Allentown,  PA 

(215)437-9617 

Piccadilly  Cafeterias 

o 

PICC 

148 

26 

76 

83 

Baton  Rouge,  LA 

(504)  293-9440 

Pioneer  Group 

0 

PIOG 

28 

128 

60 

97 

Boston,  MA 

(617)  742-7825 

Policy  Management  Systems 

o 

PMSC 

193 

43 

37 

24 

Columbia,  SC 

(803)  735-4000 

Polymer  Intl 

0 

PICI 

149 

98 

92 

128 

Tampa,  FL 

(813)286-8680 

Pratt  &  Lambert 

a 

PM 

119 

27 

84 

98 

Buffalo,  NY 

(716)  873-6000 

T  Rowe  Price  Associates 

0 

TROW 

16 

71 

27 

53 

Baltimore,  MD 

(301)547-2000 

Products  Research  &  Chemical 

n 

I'RC 

139 

91 

89 

90 

Glendale,  CA 

(818)240-2060 

Programming  &  Systems 

0 

PSYS 

181 

182 

178 

177 

Greenwich,  CT 

(203)622-7661 

Pulaski  Furniture 

0 

PLFC 

173 

84 

118 

138 

Pulaski,  VA 

(703)  980-7330 

Quaker  Chemical 

0 

QCHM 

182 

60 

73 

95 

Conshohocken,  PA 

(215)  828-4250 

Quarex  Industries 

0 

QRXI 

198 

58 

187 

194 

Ridgewood,  NY 

(718)821-0011 

Quiksilver 

0 

QUIK 

3 

140 

149 

151 

Costa  Mesa,  CA 

(714)645-1395 

Reeds  (eweiers 

o 

REED 

25 

132 

179 

175 

Wilmington,  NC 

(919)350-3100 

Regal-Beloit 

a 

RBC 

150 

75 

79 

74 

South  Beloit,  IL 

(815)389-1920 

Republic  American 

o 

RAWC 

53 

19 

20 

43 

Encino,  CA 

(818)990-9860 

Respironics 

o 

RESP 

5 

194 

198 

185 

Monroeville,  PA 

(412)373-8114 

RockaA.iv 

n 

RKY 

168 

118 

126 

118 

Parsippany,  NJ 

(201)335-1126 

Rollins  Itiiviriiiinii-ntal  Services 

n 

REN 

64 

40 

11 

4 

Wilmington,  DE 

(302)  479-2757 

Ryan's  Fuuily  Steak  House 

o 

RYAN 

130 

49 

39 

37 

Greer,  SC 

(803)879-1000 

Shore woo«  V  n  ...iKtim 

o 

SHOR 

12 

90 

63 

60 

New  York,  NY 

(212)371-1500 

Sigma  Designs 

o 

SIGM 

15 

123 

99 

129 

Fremont,  CA 

(415)  770-0100 

Simpson  Industries 

o 

SMPS 

179 

61 

93 

105 

Birmingham,  Ml 

(313)  540-6200 

Sizzler  Restaurants  Inll 

o 

SIZZ 

163 

5 

32 

41 

Los  Angeles,  CA 

(213)827-2300 

S-K-I  Ltd 

u 

SKIl 

157 

110 

121 

121 

Killington,  VT 

(802)  422-3333 

a  Aiin.iK.in  SliK'k  KxtliJiij>c      n.  New 

Vi.rk  S(i 

«'k  Kxil  mm.' 

(1  over  ihc 
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■    It  takes  a  special  kind  of  insurance  organization  to  underwrite  a  rivers 
flow.  But  that's  what  Chubb  does  for  a  plant  that  generates  electricity  with  water 
diverted  from  the  San  Joaquin.  What's  more,  we  cover  the  results  of  both  too 
little  ayxA  too  much /loit^- and,  as  far  as  we  know,  that's  a  first. 

At  Chubb,  we're  specialists.  In  traditional  and  alternate     i ^ — ^ 

energy- and  in  a  score  of  other  industries- we're  known  for  handling           /        ^ 
new,  demanding  risks.  And  that's  one  reason  you  can  count  on  us  to           I  ^ 

handle  yours.  For  more  information,  call  800-922-0533.  I ^ — ^ 


Chubb  is  proud  to  participate  in  "American  Playhouse!'  Watch  for  it  on  PBS. 


OHUBB 


1 

Company  Directory                                  1 

Company 

Excl 

Ticker 

Whprp  t> 

ley  rank — 
profit 

market 
value 

City,  state 

Telephone 

5-year 

average 

ROE 

sales 

Sound  Advice 

o 

SUND 

40 

129 

171 

189 

Fort  Lauderdale,  FL 

(305)  922-4434 

Sound  Warehouse 

o 

SWHI 

42 

46 

128 

113 

Dallas,  TX 

(214)  343-4700 

Sparun  Motors 

0 

SPAR 

86 

161 

164 

171 

Charlotte,  MI 

(517)  543-6400 

Spec's  Music 

0 

SPEK 

98 

160 

185 

164 

Miami,  FL 

(305)  592-7288 

LS  Starret' 

n 

sex 

151 

53 

45 

64 

Athoi,  MA 

(508)249-3551 

Stepan 

a 

SCL 

200 

2 

62 

81 

Northfield,  IL 

(312)446-7500 

Stockholder  Systems 

0 

SSIAA 

104 

184 

148 

157 

Norcross,  GA 

(404)441-3387 

Stryker 

0 

STRY 

124 

59 

57 

32 

Kalamazoo,  MI 

(616)381-3811 

Superior  Industries  Intl 

a 

SUP 

125 

47 

75 

87 

Van  Nuys,  CA 

(818)  781-4973 

Swiit  Energy 

a 

SFY 

162 

196 

131 

169 

Houston,  TX 

(713)  874-2700 

Syms 

n 

SYM 

83 

15 

38 

59 

Secaucus,  NJ 

(201)902-9600 

Systematics 

0 

SYST 

101 

45 

44 

35 

Little  Rock,  AR 

(501)223-5100 

S&K  Famous  Brands 

0 

SKFB 

178 

134 

180 

178 

Richmond,  VA 

(804)346-2500 

TJlntl 

0 

TICO 

133 

11 

51 

67 

Boise,  ID 

(208)  345-8500 

TCI  Intl 

o 

TCII 

180 

127 

127 

135 

Fremont,  CA 

(415)  795-7800 

Technalysis 

0 

TECN 

75 

191 

193 

193 

Minneapolis,  MN 

(612)925-5900 

Teleflez 

a 

TFX 

142 

6 

28 

39 

Limenck.  PA 

(215)948-5100 

Telxon 

0 

TLXN 

136 

76 

59 

61 

Akron,  OH 

(216)  867-3700 

Tennant 

0 

TANT 

172 

50 

74 

85 

Minneapolis,  MN 

(612)540-1200 

Thermal  Industries 

0 

THMP 

117 

166 

196 

200 

Pittsburgh,  PA 

(412)  244-6400 

Thermo  Instrument  Systems 

a 

THl 

137 

94 

91 

66 

Waltham,  MA 

(617)622-1605       . 

3Com 

o 

COMS 

169 

12 

23 

13 

Santa  Clara,  CA 

408)  562-6400 

Tootsie  Roll  Industries 

n 

TR 

96 

83 

47 

42 

Chicago,  IL 

312)838-3400 

Total  System  Services 

o 

TSYS 

78 

131 

87 

29 

Columbus,  GA 

404)649-2310 

Traditional  Industries 

■' 

TRAP 

^9 

l.Ui 

i:^ 

159 

Agoura  Hills,  CA 

818)991-2773 

Trans  World  Music 

0 

TWMC 

20 

31 

71 

54 

Albany,  NY 

518)452-1242 

Trion 

o 

TRON 

143 

141 

162 

148 

Sanford,  NC 

919)  775-2201 

Tyco  Toys 

o 

TTOY 

55 

33 

82 

111 

Mount  Laurel,  NI 

609)  234-7400 

Uniforce  Temp  Personnel 

0 

UNFR 

70 

102 

161 

136 

New  Hyde  Park,  NY 

516)437-3300 

Uni-Marts 

0 

UNMAA 

57 

73 

16-3 

141 

State  College,  PA 

814)234-6000 

Value  Line 

o 

VALU 

6 

111 

31 

56 

New  York,  NY 

212)687-3965 

Versa  Technologies 

0 

VRSA 

39 

138 

115 

114 

Racine,  WI 

414)  632-6622 

Video  Display 

0 

VIDE 

49 

162 

165 

156 

Stone  Mountain,  GA 

404)  938-2080 

Vishay  Intrrtechnology 

n 

VSH 

160 

89 

48 

48 

Malvern,  PA 

215)644-1300 

VM  Sofiwan- 

n 

VM 

8 

1S4 

132 

106 

Reston,  VA 

703)  264-8000 

WattK  In:.  .Mii^- 

0 

WATTA 

152 

48 

36 

34 

North  Andover,  MA 

617)688-1811 

WD-40 

o 

WDFC 

18 

108 

55 

47 

San  Diego,  CA 

619)275-1400 

Weigh-Trouix 

0 

WGHT 

186 

122 

124 

127 

Fairmont,  MN 

507)238-4461 

Wellman 

.1 

WLM 

22 

8 

13 

11 

Clark,  NF 

201)388-0120 

Roy  F  Weston 

0 

WSTNA 

153 

55 

122 

89 

West  Chester,  PA 

215)  692-3030        ' 

AL  Williams 

o 

ALWC 

79 

9 

8 

30 

DUluth,  GA 

404)381-1674 

XL/Datacomp 

0 

XLDC 

41 

37 

81 

68 

Hinsdale,  IL 

312)323-1200 

a  AriKTicaii  MDck  1-.m  lunge      n 

Nov  ^ork  M. 

Kk  l".\ili.in{{e 
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BellSouttiis 

moving  in  new  directims. 


A  growing  number  of 
businesses  worldwide  are 
choosing  BellSouth  to 
solve  their  communications 
problems  with  custom- 
designed  telecommunica- 
tions and  information 
systems. 

In  New  York,  Chicago, 
Boston,  and  even  in 
Shanghai,  BellSouth 
was  chosen  to  design 


communications  systems  to 
meet  specific  needs. 

BellSouth  products  and 
services  range  from  the 
most  sophisticated  voice 
and  data  transmission 
equipment  and  systems  to 
cellular  and  paging  systems, 
computers,  computer 
software  and  directory 
publishing. 

Let  BellSouth  help  your 
business  move  in  new 
directions,  too. 


BELLSOUTH 


Shaping  the  future  d  telecommunications.' 


elecommunications .  Information  Systems .  Computers  •  Software  •  Mobile  Communications  •  Publishing 


©1988  BellSouth  Cofporalion 


I  help  train  bartenders  to  disarm  liille 
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Bartenders  and  waitresses  are 
being  trained  to  prevent  customers 
from  overindulging- and  to  handle 
those  who've  had  a  few  too  many. 
That's  the  purpose  of  an  important 
program  that  America's  insurance 
companies  have  helped  to  sponsor. 

It's  call  TIPS -short  for  Train- 
ing for  Intervention  Procedures 
by  Servers  of  Alcohol-and  that's 
exactly  what  it  is. 

In  a  series  of  classroom  sessions, 
bartenders  and  waitresses  learn  to 
recognize  customers  who  are  drink- 
ing too  much.  And  to  prevent  them 
from  endangering  themselves -or 
others -until  they've  had  the  time  to 
sober  up. 

Does  it  work?  It  works  so  well 
some  insurers  now  offer  lower  pre- 
miums to  restaurants  and  bars  whose 
servers  take  the  course.  So  well  that 
in  one  town  where  most  establish- 
ments participated,  drunken  driving 
arrests  were  halvedinjust  one  year. 

TIPS.  It's  another  of  the  many 
ways  that  your  insurance  company 
does  more  than  just  sell  you  a  policy. 

For  more  information  about 
TIPS,  write  for  our  free  booklet  or 
call  1-800-222-1144,  and  ask  for 
extension  F-11. 


For  a  copy  of  our  free  booklet,  send  to: 

Insurance  Information  Institute, 

Dept.  RR,  UO  WilUam  Street,  NY,  NY  10038. 

Name 
Address 


City 


Sute 


Zip 


No  salesperson  will  call. 


F-U 


Your  Insurance  Company 

We  do  a  lot  more  than  sell  insurance. 


SALUTES 
mmKlSH-  us  FRIENDSHIP 


-TUJCjLal   .^hi./\/V 


Uiufer  120,000  cubic fe^  oj  hot  &.,    ii^  bootm  ofSuUiman  the  Magnfficent. 
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Rolling  and  lifting  a  salute  to  the 

Free 
World's 

vital 
anchor 


By  Berl  Brechner 


Photos  by  Glen  Davis 


Something,  I  don't  know 
what,  reminded  me  it  was 
Sunday.  Sunday  mornings 
weren't  usually  like  this.  It 
was  5  a.m.,  pitch  black  except 
for  a  crescent  moon  rising  in 
the  east.  The  eight  Harley-Da- 
vidsons  chugged  around  the 
hairpin  turns  as  we  climbed 
the  road  winding  up  the  hills 
that  surround  Izmir,  a  key  city 
on  the  Turkish  coast  of  the 
Aegean  Sea. 

Diesel  exhaust  fiunes  from 
night  traffic  still  hung  heavily 
in  the  tepid  air.  One  of  the 
bikes'  radios  blared  Turkish 
tunes.  And  here  we  were,  on  a 
Sunday  morning  in  August,  off 
to  go  ballooning  with  Malcolm  Forbes  on  the  sixth  day  of 
his  Friendship  Tour  of  Turkey. 

Turkey  was  somewhat  of  a  milestone,  the  11th  country 
through  which  Forbes'  balloon/motorcycle  Friendship 
Tours  had  passed.  The  others:  Russia,  China,  Pakistan, 
Egypt,  Thailand,  Malaysia,  Singapore,  Brunei,  Japan  and 
Germany.  And  the  balloon,  the  incredible  balloon.  Even 
Forbes  called  it  the  "most  dramatic  and  impressive"  of  the 
nine  special-shaped  balloons  he  had  commissioned  over 
the  years. 

Soon,  46  miles  and  about  an  hour  later,  the  great  sultan 
rose  with  the  sun.  Garbed  in  blue  and  red  robes  and  with 
his  65-foot  scabbard  at  his  side,  a  15-story-tall  Suleiman 
the  Magnificent,  the  revered  16th-century  ruler  of  the 
Ottoman  Empire  that  included  the  land  that  is  Turkey 
today,  looked  again  over  his  domain.  In  the  willow  and 


Berl  Brechner  is  a  former  executii'e  editor  of  Flying,  a  pilot, 
motorcyclist  and  contributor  to  many  publications. 
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Phcxos  by  Glen  Davis 


Through  the  capital  Ankara  trt^ffic  to  the  Prime  Minister's  residence. 


reed  basket  hanging  under  120,000 
cubic  feet  of  hot  air,  Forbes,  Dennis 
Fleck — Forbes'  chief  aeronaut —  and  I 
floated  near  Ephesus,  the  remains  of  a 
Greek  and  Roman  civilization  that  is 
today  one  of  the  world's  largest  arche- 
ological  sites. 

On  this  morning  the  air  was  breath- 
less. The  Suleiman  balloon  and  a  stan- 
dard balloon  emblazoned  "Capitalist 
Tool"  in  gold  and  green,  commanded 
by  Kip  Cleland,  Forbes'  Lifestyle  Cen- 
ter director,  hung  almost  motionless. 

Whenever  the  wind  prevented  free- 
flying  during  the  seven-city  tour,  Su- 
leiman was  inflated  and  shown  off  as 
a  grand  and  lifelike  kinetic  sculpture, 
the  gusts  pulling  at  Suleiman's  robes, 
bobbing  his  head,  waving  his  arms 


and  tickling  his  fingers,  and  the  sun 
glinting  off  the  750  painted  crescents 
on  his  robes. 

Six  days  earlier  the  Forbes  party  had 
arrived  at  7:02  a.m.  at  Ankara's  air- 
port. We'd  just  completed  an  11-hour 
trip  from  Newark,  N.J.  in  the  Capitalist 
Tool,  Forbes  magazine's  golden  727 
Boeing.  Some  of  the  greeters  handed 
flowers  to  the  arrivees.  Once  inside, 
accompanied  by  a  symphony  of  tea- 
spoons stirring  in  delicate  cups  (tea  is 
a  morning  tradition  in  Turkey;  the 
pungent  coffee  comes  after  lunch  and 
dinner),  brief  greetings  were  ex- 
changed. Then  it  was  off  to  the  heart 
of  the  first  city  of  this  Friendship 
Tour,  Ankara,  Turkey's  capital  and, 
with  around  IV*  million  people,  its 


second-largest  city.  The  Harley-Da- 
vidsons,  balloons  and  all  the  accesso- 
ries had  been  shipped  over  the  previ- 
ous weekend  and  prepped  by  an  ad- 
vance party  of  Fleck,  Cleland  and 
David  Stein,  who  maintains  the 
Forbes  motorcycle  fleet. 

The  trip  had  been  in  the  plaiming 
stages  for  months,  but  presidential 
politics  back  in  the  U.S.  made  this 
gesture  of  friendship  and  concern 
more  timely  than  ever.  A  Greek- 
American  was  a  candidate  for  Presi- 
dent. Turkey's  history  of  bitter  and 
bloody  differences  with  Greece  was 
causing  concern  at  the  highest  levels 
of  the  Turkish  government:  Would 
election  of  Michael  Dukakis  imperil 
U.S. -Turkey  relations  or  result  in  re- 
duction of  U.S.  aid  to  Turkey? 

At  every  stop,  to  virtually  every  of- 
ficial and  at  each  conference  or  dinner 
speech,  Forbes  made  the  point  again 
and  again:  For  the  purpose  of  the  cam- 
paign back  in  the  U.S.,  Dukakis 
would  emphasize  his  Greekness,  eth- 
nic credentials  being  undeniably  ap- 
pealing in  a  nation  where  just  about 
everybody  takes  pride  in  their  ethnic 
origins.  But  when  it  came  to  interna- 
tional relations,  if  Dukakis  were  to  be 
elected,  he  would  recognize  Turkey's 
strategic  and  historic  importance  to 
the  U.S.  and  its  critical  role  in  NATO. 
"Dukakis  will  be  American  first  and 
Greek  second." 

Forbes'  initial  opportunity  to  get 
his  messages  across  came  at  a  news 
conference  in  Ankara  on  that  first 
day.  "We  come  on  this  trip  with  no 
cormection  to  the  American  govern- 
ment, or  with  the  CIA.  We're  selling 
nothing.  We  don't  plan  a  Turkish  edi- 
tion of  Forbes.  Nor  do  we  plan  to 


A  Turidsh  "Peace"  plaque  for  a 
Capitalist  Tool  vest. 


(I  to  r)  MSi  ,  I  '  itiu'  Mi:i,:--r  OZCll.  1K>U  ,  ^jVDCi, 

A  quUt  discusaton  with  a  firm  V  A.  friend. 
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1889,  when  E  iff  el's  engineering  masterpiece  towered  above  Paris, 
Allendale  had  been  a  top  property  insurer  for  54  years. 


hcnGustave  Eiffel  began  construction  on  his  thousand-foot 
r  for  the  1889  Paris  Exposition,  many  thought  it  was 
)ssible.  But,  in  spite  of  formidable  engineering  challenges, 
viflfel  Tower  was  completed  in  just  2  years.  And  when  the 
visitors  gazed  up  at  his  triumph,  Allendale's  engineers  had 
pioneering  loss  control  technology  for  54  years. 
)day,  Allendale  is  an  international  company  bringing 


engineering  expertise  to  clients  around  the  world.  After  a 
century  and  a  half,  we're  still  shaping  the  history  of  loss  control 
with  engineering,  trairung,  research,  responsiveness  and  fairness 
in  the  way  we  do  business.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919. 

Allendale  Insurance/ Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 


purchase  any  large  piece  of  the  Turk- 
ish press. 

"We  come,"  he  added,  "simply  to 
salute  a  long  relationship  between  our 
two  countries. 

"The  form  our  Friendship  visit 
takes  is  one  everybody  can  enjoy.  Bal- 
loons are  happy  things,  almost  as 
much  fun  to  see  as  to  be  aboard,  and 
when  you're  on  a  motorcycle  anyone 
can  walk  up  to  you  and  talk.  Balloons 
and  motorcycles  are  friendly  objects 
and  create  curiosity.  Military  aid  is 
one  thing.  But  this  gesture  is  in  a  form 
all  people  can  relate  to." 

Later  that  day  Forbes  had  another 
opportunity  to  convey  his  intentions. 
He  and  the  rest  of  the  team  motorcy- 
cled to  Prime  Minister  Turgut  Ozal's 
residence  and  were  greeted  at  the 
front  door  by  Ozal.  The  Prime  Minis- 
ter had  been  slightly  wounded  by  an 
assassin's  bullet  six  weeks  earlier.  He 
ushered  Forbes  and  his  son  Robert, 
who  was  principally  responsible  for 
trip  planning  and  organization,  inside 
for  a  private  meeting. 

On  the  first  evening,  at  a  briefing  by 
the  Turkish  trip  organizers  for  the 
visiting  Americans,  the  unusual  sub- 
ject of  sheepdogs  came  up.  Robert 
Forbes  had  warned  of  them  in  an  earli- 
er memo:  "We  may  have  a  rather 
strange  problem,"  he  wrote.  One  re- 
gion through  which  the  group  would 
travel  "is  loaded  with  sheep  farms, 
and  the  sheep  are  often  guarded  by 
large  and  fearless  sheepdogs."  His 
memo  continued:  "I've  been  told 
these  dogs  will  attack  anything  they 
feel  is  a  threat  to  their  flock.  Unlike 
the  U.S.A.  tire-chasing  dogs,  these 
confront  the  intruder  head-on  and  at- 
tack. ...  So  let's  try  to  avoid  large 
concentrations  of  sheep." 

Narine  Hodge,  a  doctor  from  Istan- 
bul who  would  accompany  the  group, 
provided  more  horrifymg  details  at 


Mediterranean  Sea 


the  Ankara  meeting.  "They  are  big, 
savage  beasts  with  spiked  collars  to 
protect  them  against  wolves.  They're 
usually  attracted  by  turning  wheels." 

Bob's  memo  had  us  worried.  The 
extra  tidbit  from  Hodge  about  the 
predatory  wolves  didn't  soothe  us.  It 
did  offer  something  to  dream  about 
during  that  night's  jet-lagged  sleep. 

The  next  day  the  itinerary  called  for 
the  first  flight  of  Suleiman  in  Turkey. 
But  before  that  the  Forbes  team  visit- 
ed the  mausoleum  of  Mustafa  Kemal 
Atatiirk,  the  founder  of  modem  Tur- 
key. After  a  number  of  battle  victories 
as  Turkey  sought  its  independence  in 
the  1920s,  Atdtiirk  was  elected  head 
of  the  country  and  instituted  broad 
legal,  social,  linguistic  and  education- 
al reforms.  In  two  decades  he'd  revo- 
lutionized the  nation.  Under  a  bril- 
liant sun  mitigated  by  a  cooling 
breeze,  Forbes  climbed  the  monu- 
mental stairway  to  the  impressively 
great  hall  and  laid  a  wreath  at  the  base 
of  the  marble  sarcophagus  of  Atatiirk, 


".  . .  climbed  the  monumeiUal  st^'rway  to  the  Impress ivelj/  great  hall,  and 
laid  a  wreath  at  the  base  of  the  .  arhle  aarcophagMis  of  Ataturk,  who  ia 
conaidered  aa  much  ajather  to  TMir.<t!f  ow  ia  George  Waahington  to  the  V^." 


who  is  considered  as  much  a  father  to 
Turkey  as  is  George  Washington  to 
the  U.S. 

At  6:00  that  evening  the  Forbes 
crew,  attired  for  ballooning  in  cus- 
tomary red  shirts  and  yellow  pants, 
honked  and  weaved  their  police-es- 
corted motorcade  through  rush-hour 
traffic,  with  popular  Turkish  tunes 
blaring  from  the  "music  bike"  (one  of 
the  Harleys'  saddlebags  contained  a 
programmable  electronic  music  mak- 
er, which  could  blare  up  to  50  songs,  a 
consistent  hit  throughout  the  tour). 
We  turned  into  a  sports  complex  and 
began  readying  Suleiman. 

On  the  stadium's  grassy  infield, 
with  thousands  of  onlookers  in  the 
stands,  a  brass  band,  folk  dancers  and 
scores  of  local  dignitaries  in  atten-l 
dance,  this  incredible  piece  of  work- 
manship was  spread.  Cameron  Bal- 
loons of  Bristol,  England,  under  the 
aegis  of  balloon  genius  Don  Cameron, 
used  5,000  square  meters  of  red,  white 
and  blue  poly-coated  nylon — more 
than  one  and  a  quarter  acres — for  its 
basic  shape.  Miles  of  "load  tape"  cre- 
ate the  structural  skeleton.  Much  of 
its  design  is  gold  tape,  stitched  into 
place.  Each  of  Suleiman's  eyes  is 
twice  the  size  of  a  human  head.  He 
stands  157  feet  tall;  750  painted  cres- 
cents add  detail  to  his  wardrobe.  He 
weighs,  with  basket  and  burners,  al- 
most half  a  ton. 

Forbes  and  his  crew,  with  the  aid  of 
five  first-rate  Turkish  balloonists 
who'd  been  selected  to  help  with 
Forbes'  balloons  throughout  the  tour, 
started  the  fans  blovmig.  The  limp 
figure  began  to  take  shape,  the  crowd 
roaring  its  approval  and  waving 
American  flags.  Forbes  blasted  fire 
into  the  envelope.  Quickly,  Suleiman 
was  standing,  more  like  leaning,  the 
stiff  breezes  making  him  look  as  if  he 
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(dollars) 


,eave  no  stone  unturned 


irnings  per  share  set  a  record 
St  year.  So  did  net  income,  some 
-)^  million*. 

And  that's  just  scratching  the 
irface.  The  real  depth  of  our 
erformance  shows  up  when  you 
)ok  deeper. 

Example :  Last  year's  dividend 
icrease  (up  12  %  to  an  indicated 


annualrateof  $1.52)  was  the 
27th  consecutive  boost  in  our 
27  years. 

Total  return  over  five  years 
now  averages  a  robust  23%,  some 
five  points  higher  than  our  peer 
group  average. 

And,  speaking  again  of  EPS, 
our  five-year  compound  annual 


growth  rate  stands  at  a  solid 
9%.  Ten  years,  8%. 

We  invite  you  to  uncover  all 
the  truths  about  ALLTEL,  all  of 
which  are  open  for  inspection 
in  our  latest  annual  report. 

Write:  ALLTEL  Corporation, 
100  Executive  Parkway,  Dept.  D, 
Hudson,  OH  44236. 


^CIUXEL 

CORPORATION 

Excellence  in  Telecommunications 


"1987  excludes  gain  on  investment  of  $11  million, 
or  32  cents  per  share. 


were  reaching  for  the  spectators.  For 
ten  minutes  he  towered  above  all  else 
in  the  area.  The  prime  minister  waved 
at  Suleiman,  who  bent  over  and 
waved  back  before  Forbes  pulled  the 
cord  to  the  np  panel  to  vent  the  250- 
degree  hot  air  out  of  the  Magnificent 
One's  head.  The  stately  figure  settled 
to  earth  like  the  melting  witch  in  the 
Wizard  of  Oz,  as  the  prime  minister 
and  his  security  men  motored  out  of 
the  stadium. 

That  evening,  under  the  stars, 
Forbes  welcomed  the  business  and 
diplomatic  community  to  dinner.  Key 
cabinet  ministers  and  the  U.S.  ambas- 
sador were  among  the  150  guests. 
Forbes  hosted  six  such  events  in  Tur- 
key, with  provincial  governors,  city 
officials,  local  business  leaders,  pub- 
lishers and  other  area  personalities  at- 
tending. At  the  ^5ranuest  of  the  din- 
ners, about  300  peep'-;  imed  with 
Forbes  and  the  team  in  Istanbul,  the 
center  of  trade  and  commtice  for 
more  than  2,500  years  that  remams 
Turkey's  largest  city. 

Shortly  after  dawn  the  next  day  m 
Ankara,  with  light  winds  and  )  righ. 
sun  climbing  from  behind  the  g.'.!id- 
stands,  Forbes  and  Fleck  clambend 


mto  the  basket,  Suleiman  standing 
tall  and  steady  overhead.  Cleland 
commanded  the  gold-and-green 
Forbes  balloon  with  three  press  pho- 
tographers on  board.  Majestically, 
they    lifted,    climbing    toward    the 


southeast  over  wires  and  trees  beyond 
the  oval  track. 

Drivers  jerked  to  a  stop  at  busy  in- 
tersections to  see  the  spectacle  pass- 
ing overhead.  Mothers  lifted  children 
to  their  shoulders  to  give  them  a  bet- 
ter view.  Other  folks  leaned  from 
their  apartment  balconies,  waving  at 
the  balloons  as  they  and  a  chartered 
helicopter  carrying  the  Forbes  film 
crew  cast  their  long  shadows  across 
the  awakening  city. 

Suleiman  gracefully  settled  on  the 
outskirts  of  Ankara,  draping  himself 
across  a  sloping  field  of  wheat  stubble, 
high-rise  apartments  off  in  the  dis- 
tance, a  flock  of  sheep  being  herded  on 
the  other  side  of  the  ravine. 

Children  ran  to  the  scene,  their  sau- 
cer-big eyes  telling  of  their  delight  and 
wonder  at  this  thing  that  came  from ' 
the  sky.  Someone,  in  broken  English, 
asked  if  this  balloon  was  flown  all  the 
way  from  America.  A  U.S.  Air  Force 
employee  drawn  by  the  commotion 
said,  "There  couldn't  be  anything  bet- 
ter than  this  for  Turkish-American 
relations."  Forbes  posed  for  pictures 
and  signed  autographs. 

The  flight  and  Forbes'  dinner  the 
night  before  would  be  the  highlight  of 
the  papers  and  the  evening  news  on 
Turkish  tv. 

By  10,  after  breakfast  and  a  change 
into  motorcycle  garb,  those  of  us  on 
the  bikes  checked  the  bolts  and 
kicked  the  tires,  as  the  bus  with  lug- . 
gage  and  other  tour  participants  read- 
ied at  the  hotel  entrance. 

"It's  good  to  be  on  the  road  again," 
Forbes  hollered  as  the  Harleys  rum- 
bled to  life. 

Forbes,  for  21  years,  beginning 
when  he  was  48,  has  been  an  indefati- 
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Ozal  waved  tU  the  magntficent  Suleiman,  who  bent  and  waved,  hack.. 
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N  c  r^ 


NCR  zoos  a  pioneer 

in  bringing  open  systems  architecture 

to  market. 

Today,  this  concept  continues 

to  be  the  cornerstone 

of  our  product  development  strategy. 

But  at  NCR, 

open  systems  architecture  means 

more  than  simply  following 

a  set  of  industry  standards. 

It  means  being  open-minded 

about  finding  new  ways 

to  enhance  flexibility 

and  meet  our  customers' 

changing  needs. 

It  means  advancing  technology; 

expanding  its  potential; 

opening  up  even  more  opportunities. 

And  it  means  products  and  systems 

that  help  our  customers 

manage  change,  not  just  react  to  it. 

Maybe  it  means  that,  at  NCR, 
we're  just  a  little  more  open-minded. 


NCR's  Mission:  Create  Value  for  Our  Stakeholders 


vm^'M ' 


Phoios  by  Glen  Daj 


A  salute  to  modem  Turkey's fonuUler,  Kemal  Ataturk  (tomb  in  background) 


gable  motorcyclist.  He  has  70  bikes 
scattered  everywhere  there's  a  Forbes 
presence.  Dave  Stein,  who  keeps 
them  all  running,  shipped  a  hundred 


pounds  of  tools  and  parts  for  the  Tur- 
key trip.  He  didn't  need  most  of  them. 
Other  than  a  minor  adjustment  here 
and  there,  Stein  replaced  a  clutch  and 


Waving  arms  and  g  xniles  show  children's  exuberant  delight. 
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exchanged  one  battery  among  th 
eight  motorcycles  that  traveler 
roughly  1,300  miles  across  Turkey. 

The  road  southward  from  Ankar 
winds  over  harsh  brown  hills.  Chucli 
Berry  rock  'n'  roll  blasted  from  one  o 
the  big  bikes'  cassette  players.  Denni 
Fleck  fired  up  the  music  computer  oi 
his  bike,  playing  numerous  Turkisl 
airs  as  we  passed  through  each  village 
We  pushed  along  at  65mph  or  70mpl 
on  the  open  road,  led  by  "Trafik  Poll 
si"  escorts. 

The  Turkish  countryside  is  a  mi 
crocosm  of  what  you  might  find  in  thi 
U.S.  Early  one  morning  you'd  begin  b; 
winding  among  gentle  honey-colore,( 
hills,  like  those  in  southern  Nortl 
Dakota.  Not  too  many  miles  later 
you'd  pass  through  a  gap  with  tal 
pine  trees,  reminding  you  of  a  rid< 
through  the  Cascades.  A  hundrec 
miles  later  you'd  have  a  broad,  barret  J 
plain  ahead,  like  west  Texas,  brokei 
only  by  the  blacktop  stretching  aheac 
to  the  horizon.  Next  you'd  climb 
hill  and  start  hitting  the  cool  air,  anc 
soon  be  on  a  road  along  cliffs  over 
hanging  a  sparkling  turquoise  lake.   . 

During  our  nine  days  in  Turkey  noi 
a  drop  of  rain  fell  where  we  were, 
first,     Forbes    reflected    afterwards 
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Low  overnight  delivety 

prices  are  no  longer 
an  endangered  spedes. 


Our  $8.75  overnight  letter  rate  is  one  of 
the  lowest  rotes  going. 

And  not  only  does  Express  Moil®service 
save  you  o  bundle,  we  guarantee*  morning 
delivery  between  major  markets. 

Nobody  gives  you  so  many  ways  to  get 
your  overnight  letter  off  to  a  flying  start, 
.esrttier.  Just  give  your  pre-paid  package  to 
your  letter  carrier.  Drop  it  off  at  your  post 

Full  postage  refund  if  delivery  is  not  attempted  by  noon.  Some  restrictions  apply. 
Jwck  wilt!  your  local  post  office  for  details.  ©  1988  USPS. 


office.  Or  pop  it  in  any  of  15,000  Express 
Mail  boxes. 

But,  whatever  you  do,  send  it  Express 
Mail  service.  With  the  U.S.  Postal  Service. 
There's  no  better  way  to  stamp  out  high 
overnight  delivery  prices. 


EXPRESS  MAIL 


When  we  say  overnight,  we  mean  overnight. 
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Mam-n  Goddard 


".  . .  ahead,  a  broad  barren  plain  like  woeat  Texas, 
broken  only  by  the  blacktop  stretching  to  the  horizon. 


thinking  about  the  monsoonhke 
weather  that  had  drenched  the  Friend- 
ship Tours  of  Thailand  and  Malaysia, 
the  drizzle  and  gray  in  Germany  a 
year  earlier,  and  the  deluges  encoun- 
tered in  Pakistan. 

Wind  was  the  constant  in  Turkey, 
so  strong  late  in  the  trip  during  a 
portion  of  the  drive  northeast  from 
Izmir  to  Bursa  that  we  had  to  lean  our 
motorcycles  20  degrees  or  so  to  the 
left  to  counter  the  warm  blasts  push- 
ing in  from  the  northwest. 

On  the  first  stop  after  Ankara,  a 
small  town  named  Urgiip,  the  waving 
treetops  signaled  winds  too  strong  for 
any  hot  air  balloons.  The  next  morn- 
ing, in  still  air,  Forbes,  Fleck  and  Cle- 


land  climbed  into  the  helicopter  on 
the  high  plateau  above  Urgiip  as  the 
Turkish  balloon  team  prepared  to  un- 
load the  trucks.  Looking  toward 
where  they  might  land,  Forbes,  Fleck 
and  Cleland  saw  the  incredible  terrain 
for  which  the  region  is  famous. 

Volcanic  eruptions  and  unusual 
erosion  patterns  have  created  an  area 
that  looks  as  much  like  a  moonscape 
as  anything  on  Earth.  Surrealistic 
shapes  of  mud  and  stone  cones,  nee- 
dles, pillars  and  pyramids  rise  in  all 
directions.  Where  there  weren't  "fairy 
chimneys,"  as  the  locals  call  the  for- 
mations, the  surveying  balloon  pilots 
in  the  helicopter  saw  olive  trees. 

"Wherever  we  go  we're  going  to  be 


For  S  Barleys  during  1,300  miles, 
one  of  only  ttvo  hang-ups:  a  pothole- 
battered  battery  change. 


"Right  hana  il>|>  iou^u^  .-      ..i,  left  hand  dowm  towpard  Earth.  We  left  in  awe. 


in  trouble,"  Forbes  concluded  after 
the  ride.  The  balloon  team  would  try 
again  at  the  next  stop,  Konya. 

This  was  the  leg  of  the  sheep  farms, 
and  everyone  on  the  bikes  scaimed  for 
the  vicious  dogs  that  roamed  with  the 
herds.  By  most  counts  we  saw  three  of 
them.  One  watched  eight  big  Harleys 
with  16  luscious  tires  roll  by,  and 
then  lunged  for  the  bus.  Nobody  said 
the  sheepdogs  had  good  judgment. 

At  Konya,  winds  scrubbed  free 
flight  of  the  balloons;  even  within  the 
town's  stadium,  swirling  gusts  made 
inflation  difficult  and  tethered  flight  a 
risky  business.  The  balloons  turned 
and  twisted,  and  once,  with  Forbes 
and  Cleland  in  the  green-and-yellow 
balloon,  a  gust  partially  deflated  the 
bag,  sending  the  basket  to  the  turf 
with  a  jolting  thump. 

Konya  is  both  a  holy  city  and  an 
industrial  center.  It's  most  known  for 
its  Whirling  Dervishes.  At  a  monas- 
tery in  the  city,  a  devout  sect  still 
practices  the  centuries-old  ceremony. 
At  a  special  event  for  the  Forbes  team, 
men  in  their  conical  hats  and  flowing 
white  skirts  performed  their  exquisite 
dance  of  prayer.  Nine  of  them  spun 
and  rotated  around  the  room,  with 
soothing  flute  music  and  the  trickle  of 
a  fountain  in  the  center  of  the  hall  the 
only  sounds  other  than  the  shooshing 
of  their  thin  leather  shoes  on  the  mar- 
ble floor.  For  almost  an  hour  they 
twirled,  arms  extended,  right  hands 
up  toward  God,  left  hands  down  to- 
ward Earth.  We  left  in  awe. 

On  the  fifth  day  of  the  trip,  at  the 
next  stop,  all  seemed  perfect  for  fly- 
ing. The  resort  area  at  Pamukkale 
rests  atop  a  330-foot-high  cliff  over- 
looking a  broad  valley.  Hot-spring-fed 
waterfalls  trickle  down  the  cliffs.  A 
heavy  calcium  content  in  the  water 
has  crystallized  over  the  centuries 
into  dazzling  white  formations  and- 
terraced  pools,  looking  like  a  white 
stone  Niagara  Falls. 

In  the  afternoon  calm,  from  a  field 
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1  the  plain  below  this  "cotton  for- 
ess"  (the  meaning  of  Pamukkale), 
orbes  and  Fleck  in  the  Suleiman  bal- 
)on,  and  Cleland  with  two  photogra- 
hers  and  a  video  man  in  the  other 
alloon,  lifted  off.  The  brilliant  sun 
ighlighted  the  balloons  as  they 
assed  the  spectators  watching  from 
le  waterfall  pools  of  the  resort  area. 
ut  the  calm  of  the  valley  belied  the 
itensity  of  the  gusts  and  thermals  on 
ae  hilly  plateau  toward  which  the 
:  alloons  were  being  blown. 

Forbes  and  Fleck,  in  Suleiman, 
lade  a  bumpy  but  otherwise  im- 
ventful  touchdown  in  a  mass  of 
bigh-high  thistles  on  a  sky-high 
idge.  One  of  the  Turkish  public  rela- 
lons  people,  Filiz  Garan,  a  small,  at- 
ractive  woman,  was  first  to  scratch 
er  way  up  the  hill  to  aid  the  crew.  At 
oolside  later,  Forbes  recalled  her  ar- 
ival.  "A  vision  appeared  through  the 
rown  thistles.  I  thought  the  Lord  had 
ent  us  a  beautiful  angel  to  help  roll 
ip  the  balloon." 

While  Forbes  was  pondering  angels 
n  the  thistles,  however,  Cleland  was 
n  trouble  a  mile  away.  One  of  the 
ihotographers  inadvertently  shut  off 

bumer  control  at  waist  level  in  the 
lasket.  By  the  time  Cleland  got  the 
luraer  going  again,  the  balloon  had 
iescended  to  within  20  feet  of  a  roof- 
op.  As  he  sought  a  landing  spot, 
vinds  drove  the  balloon  toward  in- 
reasingly  precipitous  terrain.  Cle- 
and  picked  a  ridge  to  settle  on  and  hit 
he  mark.  Hard.  But  a  strong  gust 
)ushed  the  bag  toward  the  gorge,  puli- 
ng the  basket  through  a  fence,  crash- 
ng  it  to  its  side  and  slinging  Cleland's 
land-held  radio  and  tools  to  the  dirt 
)efore  it  went  over  the  ledge.  Like  a 
)endulum,  however,  the  basket  stead- 
ed beneath  the  sinking  envelope.  A 
trong  updraft  pulled  the  green-and- 
ellow  bag  and  its  basket  out  of  the 
iesolate  gorge  up  to  the  next  hill. 

Cleland  saw  an  open  area  and  went 
or  it,  yanking  the  line  that  vents  the 
op  of  the  balloon  to  get  it  quickly 


tia  much  like  a  moonact^te  as  €uiy  thing  on  Earth. 


deflated.  Still  the  wind  dragged  the 
basket.  Kip  working  the  ropes  and 
photographers  huddled  low,  about 
100  yards  before  the  action  stopped. 
Cleland  climbed  through  the  cables 
from  the  toppled  basket,  stepped  into 
the  dissipating  cloud  of  dust  and 
raised  his  arms,  signaling  "we're 
okay"  to  the  helicopter  overhead. 

As  this  was  happening.  Stein  on  his 
Harley  navigated  through  the  local 
town  toward  the  hills  where  Cleland 
was  headed.  A  local  photographer  in  a 
car  was  in  on  the  chase,  too,  and  the 
Harley  and  the  car  met  with  a  bang  at 
an  intersection.  Stein's  quick  reaction 


and  seasoning  on  motorcycles  al- 
lowed him  to  take  only  a  glancing 
blow.  The  car  kept  on  going.  Stein 
was  unscathed;  he  righted  the  slightly 
scratched  and  dented  bike,  and  con- 
tinued in  pursuit  of  the  balloon. 

And  so  it  went.  Izmir,  with  the  side 
trip  for  the  flight  near  Ephesus,  then 
Bursa,  and  finally  Istanbul  making  up 
the  three  final  stops  on  the  tour. 

Given  the  nature  of  Forbes'  trip,  and 
his  often  repeated  admiration  of 
Turkish  military  power — its  combat 
role  in  Korea  alongside  U.S.  troops 
and  its  strong  role  in  NATO — Izmir 
was  an  especially  appropriate  city  to 


Host  MSF,  son  Bob,  Peter  Scbqff,  Forbes  Director  International  Advertising 
Six  receptions  and  2,000  hands  shaken. 
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Phocos  by  Glen  Davis 


With  Turkey's  President  Kertau  Eiren 
"Belt-tightening,  hut  the  dynamic  is  there. 


A  strong  breeze  mak       Su.leiman  look  as  tf 

he  were  reaching  for  .       thousands  of  onlookers. 
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visit.  Two  blocks  from  our  hotel 
heavily  guarded  granite  building 
NATO's  Southeast  European  com 
tnand  headquarters,  dominated  th 
palm-lined  seafront  promenade. 

Driving  across  the  bridge  over  th 
Bosporus  Straits  going  into  the  cente 
of  Istanbul  reminded  me  most  of  Tui 
key's  critical  strategic  role  througl 
history.  This  city,  previously  namei 
Byzantium  and  Constantinople,  ha< 
been  capital  of  an  empire  that,  in  Su 
leiman's  day,  rivaled  that  of  ancien 
Rome.  And  today,  the  mile-wid« 
straits  we  were  crossing,  whid 
stretch  northward  to  the  Black  Sea 
mark  the  only  warm-weather  routi 
for  the  Soviet  navy  into  the  Mediter 
ranean  Sea  and  the  Atlantic. 

Here  Forbes  met  the  commercia 
strength  of  Turkey — with  bankers 
and  industrialists  like  Sakip  Sabanci 
whose  company  operates  the  largest 
banking,  insurance,  textile  and  tir( 
manufacturing  operations  in  thi 
country.  In  Istanbul,  too,  Malco! 
and  Robert  Forbes  held  a  privat 
meeting  with  Turkey's  President 
Kenan  Evren. 

Turkey's  rapid  expansion  and  con- 
sequent high  rate  of  inflation  and 
debt  often  came  up  in  Forbes'  dis 
cussions.  "It  was  valuable  back- 
ground," Malcolm  concluded  later. 
"They  are  wrestling  with  a  tough 
problem.  .  .  .  They  are  going  to  have 
to  undergo  some  belt-tightening  for 
a  period,  but  the  dynamic  is  there," 
Forbes  also  sees  a  tremendous  future 
in  Turkey  as  a  tourist  destination. 
"Here's  an  enormous  tapestry  of  his- 
tory; exotic  cities;  stunning,  vividly 
contrasting  scenery;  unique  thermal 
baths;  warm,  enthusiastically  friend 
ly  people.  There's  no  question  that 
tourism  in  Turkey  is  going  to  under 
go  tremendous  growth." 

If  Forbes  learned  a  little  bit  about 
Turkey,  the  reverse  was  more  than 
true.  Turkey  learned  a  lot  about 
Forbes — which,  of  course,  was  a  corol- 
lary purpose  for  the  trip.  He  might  not 
sell  enough  subscriptions  to  pay  the 
expenses,  but  the  exposure  to  Tur- 
key's business  and  industry  giants 
would  surely  provide  Forbes  maga- 
zine with  invaluable  insights. 

The  majestically  magnificent  Sulei- 
man balloon  completely  won  the 
hearts  of  delighted  Turks.  Between 
Suleiman  and  the  pack  of  eight  Har- 
leys  ridden  by  a  happy  crew  who  toot- 
ed and  waved  their  way  across  the 
land,  It's  certain  no  one  would  soon 
forget  that  Forbes  and  the  Capitalist 
Tools  had  been  there,  effectively  sa-. 
luting  and  spreading  U.S. -Turkish 
friendship — the  anchor  on  which 
NATO  depends.  ■ 
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pa-F^cific  Corporation. 


CIS  maldngb^  waves  in  the  worid  pulp  mar^ 

Very  big  waves  if  you  consider  that  last  year  alone 
Georgia-Pacific  exported  over  half  a  million  tons  of  market 
pulp  to  foreign  customers.  Enough  to  make  us  the  largest 
exporter  in  America.  And  the  future  is  looking  even        .^ 
brighter,  as  we  continue  to  expand  production,  add  value, 
and  increase  productivity  at  every  opportunity.  ^ 

But  pulp  is  only  a  part  of  Georgia-Pcicific's  flourishing  paper 
business.  A  business  that  is  generating  over  one-third  of  our  total 
annual  sales,  and  over  one-half  of  our  operating  profits.  And  this  year 
should  see  even  greater  advances  as  we  invest  in  excess  of  $1  billion  in 
pulp  and  paper  projects. 

We're  making  waves  alright.  But  just  wait  until  our  ship  really 

comes  in   GeorgiaF^cifJc 

Savvy  From  the  ground  up. 


Personal  Affairs 


Edited  b,  Wii^iam  G.  Flanagan 


You  have  been  driving  for  years.  But  until 
you  get  behind  the  wheel  of  a  race  car,  you 
dont  have  even  the  slightest  idea  of  what 
driving  is  all  about. 


Holding  the  line 


Student  drivers  hef>in  Jhial-day  race 
A  lot  of  gray  under  the  helmets. 


JAMES  ELLIS  IS  building  a  com- 
fortable lead,  a  half-lap  in  front 
of  the  competition  as  he  roars 
down  the  straightaway  at  over 
1  lOmph  on  the  tricky  Bridgehampton 
(N.Y.)  Raceway.  The  track,  built  on  a 
high  ridge  overlooking  Peconic  Bay,  is 
dry  and  fast. 

Ellis  is  driving  for  the  fun  of  it.  A 
self-made  millionaire  who  helped  es- 
tablish the  chain  of  Lcnscrafters  opti- 
cal shops  in  the  U.S.  before  selling  out 
to  U.S.  Shoe  (he  owns  other  optical 
shops  overseas),  he  is  one  of  eight 
men,  mainly  professionals  and  entre- 


preneurs in  their  40s  to  50s,  finis 
up  at  the  Akin-White  Endurance  R, 
ing  School. 

The  three-day  program  ends  wi 
two-hour  race,  with  two-peu 
teams  sharing  the  driving.  The  k 
closely  simulates  the  real  McCoy, 
eluding  an  allowance  for  the  ficl 
finger  of  fate.  A  "Wheel  of  MisfJ 
tune"  is  spun  to  introduce  the  sai 
kinds  of  penalties  and  delays  that  uf 
ally  occur  in  long  races — from  v 
scheduled  pit  stops  to  "yellow  flag:| 
which  call  for  slowing  down  and  ho 
ing  relative  position  but  in  effect 
out  long  leads. 

In  Ellis'  case,  he  is  honing  skills 
puts  to  use  regularly  in  his  own  v: 
tage  racing  cars.  A  few  others  in  t| 
class  have  some  racing  experiem 
Most  didn't  know  much  more  ab 
race  driving  before  the  course  beg| 
than  the  average  purchaser  of  a  a 
sports  car. 

But  in  three  days  of  intensive  ch 
board  and  hands-on  training,  all 
learning  driving  skills  and  the  co: 
dence  to  handle  a  hot  car  at  least 
the  manner,  if  not  with  the  compL 
finesse,  of  the  pros  who  teach  the: 

The  school  at  Bridgehampton,  m 
this  year  and  one  of  several  run 
professional  drivers  (see  box),  is  run 
Bob  Akin,  52,  and  Dave  White,  4 
Akin  has  been  racing  since  1959,  h 
raced  at  Le  Mans,  won  at  Sebring  ai 
elsewhere,  and  still  manages  to  ra 
10  to  15  times  a  year.  (Bob  Akin  al 
knows  what  it  takes  to  run  a  busine; 
He  is  chief  executive  officer  of  Hu 
son  International  Conductors,  a  ma 
er  of  aerospace  wire  and  cable  in  Os; 
ning,  N.Y.) 


Learning  the  curves 


'ost  major  motor  raceways 
.  have  schools  that  offer  every- 
thing from  one-day  courses  where 
you  bring  your  own  car  and  leam 
better  street-driving  techniques  to 
advanced  courses  for  aspiring  and 
actual  race  car  drivers.  Here  is  a 
select  group. 

Akin-Vihiie  Fndurance  Racing 
V(/v,,;/  Bridgehampton,  N.Y.,  Sa- 
vann.ih,  Ga.  and  Sebring,  Fla.  Oth- 
er ]()(... n  ,.  he  announced. 
Moniii  luiary    1989. 

Cost  of  thrc(.  d.iy  pu, mi,  includ- 
ing race  and  usc  of  •  nsche  944, 
$2,250.  Mealb  and  lodgiiig  extra. 
(Most  Bridgehampton  students  opt 
to  stay  at  the  Akin  estate  in  nearby 
Montauk.  The  cost,  including 
meals,    $400    for    three    nights.) 


Phone:  813-874-5944. 

liuf)  Bondurant  Sdx>ol  of  High  Pet- 
fartfuince Dhi'ing  Sears  Point  Inter- 
national Raceway,  Sonoma,  Calif. 
Half-,  one-,  two-,  three-  and  four- 
day  courses  offered  weekly.  Cost: 
$150,  $325,  $725,  $1,075  and 
$1,995.  Except  for  four-day  course, 
where  vehicles  are  provided,  there 
is  an  additional  charge  of  $100  per 
day  for  use  of  a  car  (Ford  Mustang 
GT,  Merkur  XR4Ti  or  Thunderbird 
Turbo).  About  half  the  students 
use  their  own  cars.  There  are  also 
special  courses  for  stunt  drivers, 
chauffeurs  and  police.  Phone:  800- 
336-7223  (in  California,  call  800- 
446-1444). 

Skip  Baiixr  Racing  Sd.xx)l.  Ca- 
naan,    Conn.     Runs    courses    at 


Bridgehampton;  Lime  Rock, 
Conn.;  Sebring,  Fla.;  and  12  other 
tracks  around  the  country  It  is  the 
largest  of  the  driving  schools,  han- 
dling some  3,000  students  annual- 
ly. Courses  range  from  one  to  eight 
days,  costing  from  $400  for  a  one- 
day  advanced  street-car  driving 
course  to  $3,500  for  an  advanced 
racing  program.  The  school  also 
sponsors  its  own  races.  Uses  main- 
ly Formula  Ford  racing  cars,  some 
BMWs  and  Dodge  Daytonas. 
Phone:  203-824-0771. 

The  Jim  Riissell  Racing  Driver 
ScJxx)/.  Monterey,  Calif.  Offers 
three-day  courses,  at  $1,700  and 
$2,200,  including  use  of  Formula 
Fords  or  Advanced  Formula  Maz- 
das. Phone:  408-372-7223.— W.G.F. 
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Imtructor  Bobbys  Akin  redlines  944  Porsche  on  Bridgehampton  track 
"There's  a  lot  more  science  to  this  than  most  people  realize." 


Pholos  b>-John  Giordano 


His  partner,  Dave  White,  has  also 
von  a  championship,  the  first  night 
ace  in  the  streets  of  Columbus,  Ohio 
the  Firehawk  series),  in  1987.  His 
)artner  in  that  race  was  Bob  Akin's 
on  Bobby,  23,  an  up-and-comer  on 
he  professional  auto  racing  circuit, 
vho  also  teaches  at  the  school. 

"There's  a  lot  more  science  to  this 
ban  most  people  realize,"  says  Bobby 
M<;in.  "You  can  really  learn  a  lot  in  a 
hort  period  of  time  about  the  science 
)f  driving.  The  skill  in  implementing 
hose  principles  is  what  separates 
vmners  from  the  rest." 

One  hears  constantly,  for 
•xample,  of  "holding  the 
ine."  The  "line"  is  the  short- 
■st,  fastest  path  around  the 
.erpentine  course,  with  mini- 
nal  braking  and  wheel  tuni- 
ng, at  the  appropriate  engine 
.peed  (rpm).  For  the  students, 
:ones  placed  aroimd  the 
:ourse  mark  an  ideal  line  for 
he  drivers  to  follow.  But 
cnowing  the  right  line  and 
lolding  it  at  the  optimal  speed 
s  something  else.  Each  driver 
■juickly  comes  to  realize  the 
imits  of  his  nerve  and  reflex- 
's, then  works  to  push  them. 
n  the  process,  respect  for  pro- 


fessional drivers  turns  to  awe. 

The  Akin-White  school  uses 
Porsche  944s  not  fundamentally  dif- 
ferent from  those  sold  in  showrooms, 
but  modified  for  racing  (stiff er  suspen- 
sion and  additional  safety  equip- 
ment). The  school  also  rents  Porsche 
944S's— at  $6,000  per  race— to  week- 
end racers  who  lack  the  time  or  the 
wherewithal  to  race  their  own  ma- 
chines. (It  costs  up  to  $250,000  a  year 
to  maintain  and  race  such  a  car;  in 
other  categories,  such  as  formula  cars, 
the  costs  are  much  higher.) 


Bob 
Job? 


Akin  (center)  congratulates  winning  team 
7  Bradley  (left)  and  Waljarvis 


Besides  the  fine  points  of  doMrn- 
shifiing,  threshold  braking,  passing 
strategies  and  other  race-driving  tech- 
niques, Akin-White  students  also 
leam  a  trick  or  two  that  could  come  in 
very  handy  in  emergency  situations 
on  the  highway.  Some  maneuvers, 
however,  are  for  observing  only.  Bob- 
by Akin  recalls  using  such  a  move  in 
the  course  of  an  endurance  race  at 
Columbus.  At  close  to  140mph,  he 
lost  his  brakes  entering  a  turn.  He 
turned  his  wheel  sharply,  did  a  180, 
then  braced  himself  against  the  seat 
for  the  impact.  Fortunately,  af- 
ter he  slammed  into  a  tire 
wall,  the  car  was  caught  by  the 
chain-link  fence,  which  acted 
like  a  catcher's  mitt  and 
bounced  him  back  onto  the 
track  unhurt. 

Race  car  schools  have  been 
around  for  years,  of  course,  but 
they  got  a  big  push  for  the 
over-30  set  when  Donald  Pe- 
tersen, chairman  of  Ford  Mo- 
tor, took  the  Bob  Bondurant 
course  at  Sonoma,  Calif,  and 
urged  his  own  executives  to  do 
the  same.  Ford  now  sponsors 
that  school,  and  a  steady 
stream  of  Ford  engineers,  de- 
signers and  executives  comes 
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through  each  year.  You'll  now  find  a 
lot  of  gray  hair  under  the  racing  hel- 
mets at  just  about  all  the  schools. 

While  some  students  attend  these 
driving  schools  with  competition  in 
mind,  many  are  only  looking  to  in^- 
prove  everyday  driving  skills  (some 
schools  insist  you  bring  your  own 
car),  and  others  just  want  the  thriil  of 
driving    hot    cars    at    speeds    they 


couldn't  or  shouldn't  attempt  when 
driving  on  the  highway. 

Safety  is  stressed  at  all  the  schools, 
and  accidents  are  rare.  One  reason:  In 
most  cases  students  are  responsible 
for  the  damage  to  the  cars — and  to 
themselves.  In  some  cases,  students 
can  purchase  damage  insurance.  It 
costs  an  extra  $100  at  Akin- White. 

It's  almost  an  hour  into  the  race  at 


Bridgehampton,  and  Ellis'  lead  is 
growing.  "Time  for  a  yellow  flag,' 
says  Bob  Akin  playfully.  He  laps  the 
course  in  his  pace  car  and  all  the  rac 
ers  slow  down.  Ellis'  lead  is  effective 
ly  wiped  out,  and  an  unscheduled  pii 
stop  puts  him  behind.  Eventually,  an 
other  team  wins.  "Just  like  it  happens 
in  Nascar  competition,"  says  Akir 
with  a  laugh.— W.G.F. 


H 


What's  new  in  two-wheelers 


Bicycling  is  getting  a  second  wind. 
After  creeping  up  for  several 
years,  bicycle  sales  last  year  totaled  a 
record  $1.9  billion. 

If  you're  thinking  about  joining  the 
85  million  bicycle  owners  in  the  U.S., 
you'll  find  the  hardware  available  is  a 
far  cry  from  what  was  commonplace 
only  a  few  years  ago. 

Take  the  mountain  bike,  and  never 
mind  the  name.  It's  also 
ideal  for  riding  on  pot- 
holed  city  streets.  Pio- 
neered by  California  de- 
signers in  the  late  1970s, 
these  bikes  accounted  for 
2.6  million  of  the  12.6 
bikes  sold  in  1987. 

They  are  sturdier,  more 
comfortable  and  much 
easier  to  handle  than  rac- 
ing bikes,  featuring  wider 
tires  with  a  more  pro- 
nounced tread,  a  longer 
wheel  base,  wider  handle- 
bars and  easily  reachable 
gear  shifts,  and  brakes 
mounted  on  upright  han- 
dlebars. Mountain  bikes 
are  now  widely  available. 
The  leading  manufactur- 
ers: Nishiki,  Univega,  Bridgestone, 
Schwinn,  Cannondale,  Trek  and  Ra- 
leigh. Many  of  these  bikes  are  made  of 
Japanese  parts  and  assembled  in  Tai- 
wan. Ten-speed  models  start  at  about 
$220  and  go  to  $1,200  for  the  18-specd 
Trek  8500. 

There's  a  new  generation  of  racing 
bikes,  too.  The  most  popular  models 
arc  available  from  the  above  manufac- 
turers. These  mass-produced  bikes 
start  at  $1,^5  for  n.  icn-specd  and  reach 
$1,900  (for  the  Tie k  2500). 

It's  with  exotic  racing  bikes  that 
designers  have  been  making  the  most 
noise  of  late.  Some  oi  thcM  bikes, 
such  as  the  Italian  Laser,  custom- 
made  by  Cinelli,  ran  cost  $10,000. 
Weighing  only  20  pounds,  it  is  consid- 
ered the  Ferrari  of  bicvcics,  and  some 
people  buy  them  for  :'ic  same  rea- 
son— as  much  to  look  liarvel  at 
as  to  ride. 


These  bikes  are  generally  available 
only  in  specialty  shops,  like  I.  Martin 
Imports,  in  Los  Angeles,  where  a  lot  of 
custom  work  is  also  done.  At  Ernie's, 
for  example,  in  Brentwood,  Calif., 
owner  Taylor  Platner  says,  "We  spe- 
cialize in  professional  equipment,  the 
type  that  takes  two  guys  three  days  to 
make."  Ernie's  sells  mostly  the  Ital- 
ian De  Rosa  and  Eddy  Merckx,  a  Bel- 


Hdnk'er  MchifmkJ  Cox  fr  cituJ  S.^.HOO  custom  hike 
Space-age  materials  .  .  .  and  prices. 


gian-madc  bike.  They  cost  between 
$2,000  and  $3,000.  It's  not  unusual  for 
Platner  to  sell  a  $1,500  to  $2,000  car- 
bon fiber  frame  and  put  top-of-the- 
line  Campagnolo  C-Record  compo- 
nent parts  on  it.  Delta  brakes  will  up 
the  price  another  $600.  Another  $500 
buys  rims,  handlebars  and  saddle. 
Continental  tires  manufactured  in 
Germany  and  made  of  Egyptian 
strand  cotton  go  for  $100  and  more 
each.  In  all,  the  finished  product  can 
run  $4,000. 

A  few  specialty  shops  arc  run  by 
designers  themselves.  One  prominent 
designer,  for  example,  is  Benjamin 
Serotta,  who  made  several  bikes  for 
1984  and  1988  U.S.  Olympic  team 
members.  He  likes  to  use  materials 
created  for  airplanes,  such  as  "chrom- 
olloy,"  a  blend  that  includes  steel, 
nickel,  manganese  and  carbon.  Other 
designers   prefer   Du   Pont's   Kcvlar, 


used  in  bullet-proof  vests.  ' 

Serotta  makes  Olympic-calibei 
bikes  in  Middle  Grove,  N.Y.  for  ap- 
proximately $3,000  per  copy.  The 
Olympic  bike  prototypes  cost  as 
much  as  $40,000. 

Besides  space-age  materials,  today's 
top  new  racers  can  have  different 
shifting  mechanisms.  Index  shifting 
systems  made  by  Shimano  and  Sun 
Tour  take  the  guesswork  out  of  shift- 
ing, which  can  be  a  problem  when 
you're  dealing  with  18  gears.  Instead 
of  fumbling  around  to  find 
the  right  gear  when  shift- 
ing, you  can  click  the  le- 
ver easily  into  place  as  on 
the  old  three-speed  you 
rode  as  a  kid.  Cost:  $I0C 
to  $250. 

Another  improvement 
makes  toe  clips  obsolete. 
Instead  of  thrusting  your 
foot  into  a  pedal  with  a 
strap,  you  can  now  buy  a 
shoe  with  a  small  plastic 
platform  holding  a  cleat 
that  locks  into  the  pedal. 
It  releases  with  a  simple 
turn  of  the  ankle.  The 
shoes  run  from  $55  to 
$120,  the  pedals  from 
$100  to  $170  a  pair.  Man- 
ufacturers include  Look, 
Time  and  Shimano. 

If  you're  in  the  market  for  a  com- 
pact bike  to  stow  on  your  boat  or 
plane  or  take  on  vacation,  check  out 
the  folding  bikes  made  by  Montague  ^ 
($500)  and  Da  Hon,  which  has  smaller 
than  standard  wheels  ($300). 

Note:  Bicyclists  suffer  more  than 
50,000  injuries  a  year.  Of  the  900  to 
1,000  deaths  that  occur,  80%  are 
caused  by  head  injuries.  Most  of  these 
deaths  could  have  been  prevented  if 
the  rider  had  worn  a  helmet.  At  $40  to 
$80,  it  could  be  your  smallest  but 
most  essential  investment  in  biking. 
If  you  would  like  to  plan  a  long  bike 
trip,  contact  Bikecentennial,  P.O.  Box 
8308,  Missoula,  Mont.  59807.  It  maps 
long-distance  routes,  provides  infor- 
mation and  runs  tours.  You  can  also 
get  a  free  catalog  of  books  and  maps 
upon  request. — Gail  Buchalter 
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no-it-yourself  Treasurys 

arly  in  1980  some  branches  of  the 
!j  Federal  Reserve  looked  like  free- 
)t-lunch  lines  every  Monday  mom- 
g.  With  interest  rates  hovering 
ound  16%,  and  bank  CDs  paying 
ss,  hordes  of  individual  investors 
led  up  outside  the  Federal  Reserve 
anch  at  33  Liberty  Street  in  Manhat- 
n  and  elsewhere  every  Monday, 
cir  cloth  coats  clutched  against  the 
nil  wind,  often  carrying  $10,000  and 
ore,  sometimes  in  cash.  Some  toted 
whole  family's  pooled  savings.  They 
me  to  buy  six-month  Treasury 
lis — safe,  high-yielding  and  free  of 
ate  and  local  taxes — just  like  the  big 
)vs  were  doing.  The  yield  early  in 
)80  hit  a  high  of  17.3%. 
The  Federal  Reserve,  of  course,  was 

equipped  to  retail  bills,  notes  and 
)nds.  It  sells  wholesale,  by  auction. 
it  rather  than  risk  looking  like  a 
illy  to  small  investors,  the  Fed 
und  a  way  to  let  them  play  without 
ivmg  to  show  up  in  person,  too — 
anks  to  computers. 
It's  now  a  snap  to  open  up  a  free 
leasury  Direct  account  for  buying 
id  rolling  over  Treasurys.  (See  table 
r  schedule,  minimum  investments, 
cent  rates,  etc.)  Now,  there  aren't 
en  certificates  to  worry  about  (the 
ss  mail,  the  less  hassle).  Simply  con- 
ct  your  local  Federal  Reserve  branch 
T  the  appropriate  paperwork. 
After  that,  you  are  free  to  submit 
jocompetitive  bids  of  up  to  $1  mil- 


I>n'id  E  Obson 


lion  on  any  auction  by  filling  out  the 
tender  form  and  delivering  it  in  per- 
son or  by  mail  with  a  certified  or 
cashier's  check.  Your  noncompetitive 
bid  assures  you  of  getting  the  average 
of  the  high  and  low  competitive  bids 
accepted  by  the  Fed  in  that  auction. 
Check  rates  shortly  before  the  auc- 
tion to  get  an  idea  of  that  yield. 

Let's  say  you  want  to  buy  a  $  10,000, 
six-month  bill.  You  simply  send  in  a 
cashier's  or  certified  check  for 
$10,000  (or  more,  in  additional  incre- 
ments of  $5,000).  Within  days,  the  Fed 
will  automatically  make  a  book  entry 
of  your  purchase  and  deposit  in  your 
bank  account  the  discount  you  are 
due  after  the  auction  (which  takes 
place  every  Monday).  As  long  as  your 
cashier's  check  is  postmarked  no  later 
than  the  previous  Sunday  evening, 
and  received  within  three  days  of  the 
actual  auction  (Thursday),  you're  in. 
If  you  prefer  to  go  to  the  Fed  branch  in 
person  (Treasury  Direct  is  offered  at 
35  branches  through  the  country,  plus 
the  Bureau  of  Public  Debt  for  District 
of  Columbia  area  residents),  you  can 
put  in  your  order  as  late  as  1  p.m.  the 
day  of  the  auction. 

That's  it.  You  can  automatically 
schedule  rollover — reinvestment  of 
principal  when  your  Treasury  ma- 
tures— by  circling  the  appropriate 
number  on  your  tender  sheet.  In  the 
case  of  three-month  bills,  for  in- 
stance, you  can  reinvest  automatical- 


When 

Treasurys  are  sold 

The  U.S.  Treasury  auctions  securities  at  regularly  scheduled  intervals, 
weekly  in  the  case  of  3-  and  6-month  bills.  For  specific  dates,  call  the 
New  York  Fed  at  (212)  720-7773. 

Maturity 

Minimum 
investment 

Auction* 

Yields  at 
recent  auction 

3/6-inonth  bills 

$10,000 

Weekly  on  Mondays 

7.60/7.96% 

12-month  bills 

10,000 

Every  4th  Thursday 

8.15 

2-year  notes 

5,000 

Monthly  between  20th  and  27th 

8.53 

3-year  notes 

5,000 

February,  May,  August  and 
November  between  5th  and  10th 

8.77 

4-year  notes 

1,000 

March,  June,  September  and 
December  between  20th  and  27th 

8.76 

i-year  notes 

1,000 

February,  May,  August  and 
November  between  20th  and  27th 

9,04 

7-veai  notes 

1,000 

January,  April,  July  and 
October  between  5th  and  10th 

8.73 

10-year  notes 

1,000 

February,  May,  August  and 
November  between  5th  and  10th 

9.27 

30-year  bond 

1,000 

February,  May,  August  and 
November  between  5th  and  10th 

9.17 

*Dates  may  vary, 

especially  on  Treasurys  auctioned  less  frequently. 

Sources  Bureau  of  Public  Debt:  Federal  Reserve  Bank  ofNeiv  York. 
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ly  up  to  eight  times.  If  you  don't  opt 
for  automatic  rollover,  the  Fed  will 
send  notice  45  days  before  the  Trea- 
sury matures.  Either  way,  you  have 
until  20  business  days  before  maturi- 
ty to  decide  whether  to  reinvest  or 
cash  out.  If  the  latter,  the  $10,000  is 
deposited  in  your  bank  account. 

Despite  the  ease  of  direct  accounts, 
many  investors  still  buy  through  their 
banks  or  brokers.  Part  of  the  reason  is 
that  brokers  make  it  even  easier  to 
buy  a  Treasury— you  can  order  by 
phone,  for  instance — but  at  a  price. 
Donald  Carson,  34,  a  financial  analyst 
at  Morgan  Guaranty,  used  to  buy  his 
Treasurys  through  Shearson  Lehman 
Hutton  until  the  broker  recently 
hiked  its  commission  from  $25  to  a 
hefty  $60  per  transaction.  On  a 
$10,000  investment,  that  amounts  to 
over  2%  off  the  yield  on  a  three- 
month  bill,  over  1%  on  a  six-month. 
So  Carson  now  deals  with  the  Fed. 

Of  course,  bank  and  brokerage 
fees — typically  $25  to  $60 — shrink  to 
insignificance  when  you  invest  large 
amounts  or  choose  longer  maturities. 
In  that  case,  you  are  probably  better 
off  dealing  with  your  banker  or  bro- 
ker. Fie  or  she  can  sell  your  securities 
much  more  easily  in  the  secondary 
market,  if  need  be.  And,  of  course,  you 
can  borrow  against  those  securities — 
up  to  approximately  90%  of  the  face 
amount  from  a  broker  or  a  bank.  That 
is,  of  course,  if  you  are  a  very  good 
customer. 

The  main  reason  more  people  don't 
use  Treasury  Direct  is  simple  igno- 
rance and,  to  a  degree,  fear  of  foul-ups. 
The  new  system  is  much  less  prone  to 
error  than  in  days  past,  but  it  has  been 
in  place  for  only  two  years.  And  the 
Fed  certainly  doesn't  advertise.  Still, 
the  secret  is  leaking  out.  Since  the 
Treasury  gave  birth  to  this  system, 
over  512,000  investors  have  signed 
up,  channeling  $31  billion  into  these 
accounts. 

For  information  and  forms,  write 
your  local  Federal  Reserve  branch  or 
the  Federal  Reserve  Bank  of  New 
York,  33  Liberty  St.,  New  York,  N.Y. 
10045.  Attention:  Issues  division,  1st 
floor.  Ask  for  "Basic  Information  on 
Treasury  Securities — Treasury  Dir- 
ect."—Edward  Giltenan 
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Careers 


By  Dyan  Machan 


Corporations  pay  $24,000  for  their  people 
to  aMend  Harvard's  12-week  management 
program.  What  does  the  university  deliver? 

Confidence 
course 


Mmur  •^niii<^<,ii.  /no    ioi!  :>J  I  :i  st  tlu.  ..Ui  licuik' 

Arriving  at  Harvard  with  a  suitcase  full  of  shoes  and  apprehewisions. 


WE  LIVE  IN  AN  ERA  whcil  pCOpl 
with  prestige  brands  can  ge 
premium  prices  for  thei 
products.  This  message  has  not  beej 
lost  on  the  folks  at  Harvard  Busines 
School  who  are  raking  in  $13.6  mil 
lion  this  year  selling  the  Program  fo 
Management  Development,  for  mid 
die  managers,  and  its  counterpart  fo 
more  senior  managers,  called  Ad 
vanced  Management  Program.  Thes 
programs  come  with  a  fancy  price  ta, 
indeed:  $2,000  a  week.  Steep  perhaps 
but  think  of  the  brand-name  recogni 
tion:  Harvard,  which  is  to  educatioji 
what  Gucci  is  to  leather  goods. 

Who  attends  the  course?  Take  At 
thur  Simpson,  41,  president  of  Firs 
Florida  Bank  of  Ormond  Beach,  Flaj 
(pop.  30,000).  He  arrives  at  Harvard 
for  its  12-week  program  for  middL 
managers.  He  brings  with  him  tei 
pairs  of  shoes  and  a  suitcase  full  o 
apprehensions.  He  doesn't  know  wha 
people  will  wear;  he  is  uptight  abou 
his  accent;  and  most  of  all,  he  is  at ; 
crossroads  in  his  career. 

As  with  many  of  the  135  manager: 
enrolled  in  this  program,  Simpson  i; 
in  transition.  Four  years  ago  he  wa; 
named  president  of  the  bank,  a  whoU) 
owned  subsidiary  of  a  Tampa-basec 
regional  bank  holding  company.  Wil 
he  now  settle  down  into  prosperous 
contentment  in  a  small  pond?  Or  wilj 
he  move  on  to  bigger  and  toughei 
things? 

Simpson  loves  being  a  big  deal  in 
his  small  but  fast-growing  communi 
ty  near  Daytona.  He  sits  on  the  mair 
civic  and  social  boards,  and  generally 
presides  with  pride  over  the  deploy) 
ment  of  his  bank's  $180  million  in 
assets.  But  Simpson  knows  that  if  he 
plays  his  cards  right,  he  could  move, 
up  from  Ormond  Beach  to  a  senior 
position  in  Tampa  itself.  Yet  in  his 
16-year  career  he's  already  moved  his 
wife  and  two  boys  (now  teenagers)  six 
times.  Does  he  want  still  another  up 
rooting? 

The  Harvard  program  is  where 
Simpson  hopes  to  sort  all  this  out. 
Companies  will  pay  enormously  for 
putting  the  Harvard  stamp  on  rising 
executives,  and  Harvard  knows  it. 
The  program  is  one  of  the  oldest  and 
most  prestigious  charm  schools  for 
managers  in  the  country,  and  it's  get- 
ting progressively  shorter  and  more 
expensive.  Five  years  ago  it  was  two 
weeks  longer  and  cost  half  as  much. 

But  what  are  companies  getting — 
really  getting — for  their  money?. 
There  is  only  so  much  you  can  learn 
in  12  weeks.  But  you  can  use  the 
program  to  gain  entry  into  a  network 
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if  comers  and  to  open  your  eyes  to 
loader  horizons.  More  cynically, 
ome  companies  even  use  the  pro- 
\  lams  for  outplacement — exposing 
omeone  they  want  to  get  rid  of  to  a 
ibbon-tied  job  network. 

Harvard  structures  the  program  for 
articipants  to  build  as  many  contacts 
s  possible.  It's  not  in  the  lecture  halls 
vhere  most  of  the  learning  takes 
lace,  but  in  late-night  conversations 
n  the  dormitories,  which  are  basical- 
eight-bedroom  affairs  sharing  a 
Dinmon  living  room.  Before  these  fa- 
ilities  were  built  in  the  1960s,  the 
inly  available  meeting  areas  were, 
wkwardly  enough,  the  dormitory 
lathrooms,  and  the  phrase  "can  meet- 
ng"  has  lingered  on  to  this  day  to 
iescribe  group  conferences. 

The  participants  work 
lard,  going  to  class  six  days  a 
veek.  Most  days  start  with 
iving  room  discussion 
joups;  the  composition  of 
he  groups  changes  every 
veek.  This  week,  Suresh  Ma- 
and,  an  Indian-American 
rem  Digital  Equipment, 
akes  his  turn  as  discussion 
eader.  He  and  Simpson  had 
ilready  gotten  off  to  a  rocky 
tart  when  Masand  decreed 
hat  the  group  would  not 
ncet  over  breakfast,  despite 
)bjections  from  Simpson  and 
everal  others.  Now  Simpson 
■trolls  in  deliberately  late  at 
vl5  a.m.  and,  when  Masand 
nakes  a  remark,  mumbles. 

Screw  you,  Suresh." 

The  group  discussions  are 
.apposed  to  encourage  par- 
icipants  to  talk  about  their 
)ackgrounds,  their  compa- 
lies,  whatever  is  on  their 
nmds.  Normally  the  discus- 
iions  wander,  but  this  time 
Masand  takes  command  like 
1  drill  sergeant  and  tries  to 
<eep  everything  very  tightly 
ocused. 

Today  it's  Simpson's  turn 
0  talk  about  himself — the  third  time 
le's  had  to  do  so  since  the  program 
:iegan —  and  he's  sick  of  it.  With  a  sigh 
le  starts  out,  saying  he  was  going  to 
he  University  of  Florida  to  play  foot- 
ball but  that  an  injury  changed  his 
ilans.  Eventually  he  leads  into  his 
avorite  story — about  how  he  got  pro- 
noted  to  the  presidency  of  First  Flori- 
da It  seems  one  of  his  Tampa  bosses 
;alled  and  asked  him  if  he'd  like  to 
lead  up  the  Ormond  Beach  bank, 
;vhich  had  just  been  acquired,  and 
Simpson  said  something  deferential 
ike,  "Sounds  real  nice,  but  first  I'd 
ike  to  visit  the  area,  bring  my  wife  to 


see  it  and  all,  you  know."  At  which 
point  the  boss  said,  "You  don't  under- 
stand, Simpson,  you  start  Monday." 

The  others  chuckle  and  Masand 
asks  Bob  Pangbom,  a  lab  director  at 
Dow  Chemical,  to  talk.  Pangbom 
goes  through  the  same  routine,  and  is 
just  getting  around  to  talking  about 
removing  polyvinyl  chloride  from  the 
environment  when  Masand  takes  his 
turn  and  swings  the  whole  discussion 
around  to  his  own  personal  triumphs 
at  Digital. 

In  15  minutes  Simpson  is  due  in  his 
class  on  corporate  finance.  Classes  are 
taught  using  Harvard's  case  system, 
and  today's  case  concerns  Continen- 
tal Illinois  National  Bank  &.  Trust  Co. 
Each  participant  has  already  received 
(and  should  have  digested)  a  19-page 


Simpson  studies  for  class 
Working  hard,  six  days  a  week. 


report  on  the  bank's  demise.  With  it 
comes  a  compendium  of  detailed  and 
difficult  questions  the  students 
should  be  prepared  to  answer. 

The  professor  in  charge  of  the  class 
props  himself  against  a  desk  and  starts 
the  discussion  by  calling  on  unsus- 
pecting students.  When  they're  un- 
prepared, or  dead  wrong,  one  of  the 
teacher's  favorite  tactics  is  to  tell  the 
victim  to  put  his  head  down,  count  to 
10  and  think  about  what  he  just  said. 
Today  he  asks  a  student  whether  the 
bank's  internal  auditors,  sensing  Con- 
tinental Bank's  management  would 
not  be  receptive,  should  have  reported 


problems  in  the  loan  portfolio  directly 
to  the  board.  The  student,  sensing  the 
professor  wants  him  to  say  yes,  says 
yes.  It's  a  setup.  As  soon  as  the  stu- 
dent utters  the  word,  the  instructor 
turns  on  him,  mercilessly  pointing 
out  that  the  poor  auditors  could  never 
have  gotten  the  board's  attention  in 
the  first  place,  and  that  even  if  by 
some  miracle  they  had  been  able  to, 
the  board  would  undoubtedly  have 
backed  management  anyway.  When 
others  agree  with  this,  the  professor 
abruptly  switches  to  precisely  the  op- 
posite point  of  view.  So  what  is  the 
answer?  He  never  says.  He  wants  the 
students  to  think  through  problems 
for  themselves. 

It's  times  like  this  when  Simpson 
could  use  "the  handkerchief  trick." 
What's  that?  It's  a  gimmick 
perfected  by  a  participant 
named  Brenda  Furey,  of 
Avon  Products,  who  is  re- 
ferred to  as  "The  Avon 
Lady."  Furey's  handy  advice: 
If  Simpson  thinks  the  in- 
structor might  call  on  him, 
he  can  vamp  for  time — or 
better  still,  deflect  attention 
altogether — by  simply  whip- 
ping out  a  handkerchief  and 
blowing  his  nose. 

Eschewing  the  handker- 
chief ploy,  Simpson  rises  to 
the  defense  of  the  banking 
industry,  arguing  that  Con- 
tinental's problems  were  iso- 
lated. In  an  attempt  to  get  the 
teacher's  goat,  Simpson  even 
predicts  that  pretty  soon  he 
will  start  picking  on  Citicorp 
or  other  stronger  members  of 
the  banking  community. 
The  professor's  response?  He 
recites  a  list  of  Citicorp's 
woes,  while  Simpson  folds 
his  arms  and  slides  back  in 
his  chair,  silenced. 

Most  of  the  class  prepara- 
tion is  done  beforehand  in 
"can  meetings."  So  even  if 
one  member  feels  like  slack- 
ing off,  there's  peer  pressure  from  oth- 
ers to  chip  in  and  help.  Early  on  in  the 
program  Simpson's  group  is  involved 
in  a  can  meeting  to  prepare  a  joint 
presentation  for  a  class  on  growth 
strategies  for  the  Stanford  Court  Ho- 
tel of  San  Francisco.  Ron  Bell,  from 
Canada's  Maclab  Enterprises,  has  had 
experience  in  real  estate  development 
and  becomes  the  group  leader.  He  is 
the  kind  of  person  who  habitually 
reads  ahead  in  his  assignments,  and 
today  he's  made  and  photocopied  a 
diagram  to  help  the  group  figure 
things  out. 
Simpson  goes  to  work  on  the  hotel 
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A  c^Lscussioii  iti  ll)c   can" group 
Peer  pressure  to  pull  your  weight. 


problem  with  Amin  Amiri,  an  accoun- 
tant and  senior  manager  with  London's 
Spicer  &  Oppenheim.  Amin  is  bright, 
but  he's  also  exceedingly  self-pos- 
sessed, sometimes  changes  his  clothes 
several  times  daily,  and  in  can  group 
discussions  he  has  an  annoying  habit  of 
offering  opinions  on  almost  any  sub- 
ject, whether  solicited  or  not. 

It's  a  balmy  evening,  and  Simpson 
wants  a  cigarette — his  tenth  of  the 
day — so  the  two  go  outside  to  a  nearby 
courtyard.  Together  in  the  gathering 
dusk  they  come  up  with  a  full  finan- 
cial profile  of  the  hotel,  from  occupan- 
cy rates  to  pretax  operating  profits, 
then  Simpson  goes  back  inside.  Every- 
one's there  except  for  one  person — 
Jiirgen  Otto,  an  executive  of  Braas  &. 
Co.,  a  West  German  tile  and  roofing 
company.  Otto  has  never  really  suc- 
ceeded in  fitting  in  with  the  others — 
becoming  part  of  the  group — and  by 
now  has  pretty  much  given  up  trying. 
He's  often  not  present  for  meetings, 
this  time  is  no  exception. 

As  they  prepare  to  put  all  the  pieces 
of  the  hotel  project  together,  Matias 
Posse,  an  Argentinean  based  in  Mexi- 
co for  a  division  of  a  Belgian  subsid- 
iary of  Johnson  &  Johnson,  says  some- 
thiUK  about  imposing  a  new  organiza- 
tional structure  on  the  hotel's  owner. 
Group  mciiibers  md  knowingly  at 
Posse's  observations,  hi't  fhc  truth  is, 
his  accent  is  so  in\pencir.ible  some 
folks  are  barely  able  to  maki  nut  what 
he's  saying.  Within  a  few  wcwks  the 
deferential  nodding  stops.  It's  not  that 
Posse's  English  has  improved,  it's  that 
his  colleagues  can  now  understand 
him,  and  they've  concluded  that  what 
he  says  doesn't  always  sciin  to  make 
much  sense 
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The  group's  scrutiny  of  the  hotel 
problem  drones  on  as  the  evening 
passes.  Eventually  beer  cans  are  being 
popped  open,  and  a  Scotch  bottle  ap- 
pears. Tired  by  now  of  Harvard's  cafe- 
teria fare,  the  group  sends  out  for  Chi- 
nese food,  and  plods  on  with  their 
work,  bleary-eyed,  until  1:30  a.m. 

Ideally,  participants  in  class  discus- 
sions have  read  their  cases,  and  the 
professor  acts  only  as  prompter  to  get 
discussion  on  the  problem  going. 
Sometimes,  however,  that's  not  so 
easy.  Take  the  case  study  on  Wang 
Laboratories  Inc.  several  weeks  after 
the  hotel  problem.  It  seems  that 
Simpson  has  not  read  the  case.  The 
discussion  IS  led  by  a  marketing  pro- 
fessor who  begins  by  asking  the  class 
which  marketing  method  Wang 
should  use  to  introduce  a  new  line  of 
computers.  He  asks  for  a  show  of 
hands  on  various  strategies,  but  Simp- 
son doesn't  vote.  Instead,  he  pops  a 
cough  drop  into  his  mouth. 

Waves  of  tedium  sweep  the  room. 
Legs  are  crossed,  uncrossed,  pencils 
are  chewed,  fingernails  picked.  Un- 
like the  corporate  finance  professor, 
who  singles  out  individual  students 
for  his  questions,  this  instructor  asks 
only  for  volunteers.  So  is  this  a  class 
in  which  it's  possible  to  nod  off,  se- 
cure in  the  freedom  from  public  em- 
barrassment? Not  if  the  professor  can 
help  it.  In  an  effort  to  keep  everyone 
alert  and  attentive,  he  has  developed  a 
bizarre  teaching  technique:  When  a 
student  offers  to  answer  one  of  his 
questions,  he  rushes  over  and  stands 
in  front  of  him  with  an  eager  expres- 
sion on  his  face.  A  hand  shoots  up  on 
the  right  side  of  the  room,  and  off  he 
scoots.  A  hand  shoots  up  on  the  left 


and  he  darts  back. 

As  the  class  progresses,  the  profes 
sor  picks  up  speed,  virtually  running 
back  and  forth  from  one  end  of  tht 
room  to  the  other,  sweat  marks 
spreading  from  his  armpits.  The  spec 
tacle  does  stir  up  the  class — everyone 
that  is,  but  Simpson,  who  hasn't  reac 
his  case  notes,  has  little  obvious  inter 
est  in  what  the  professor  is  talkin| 
about  and  deals  with  his  boredom  b) 
popping  another  cough  drop  in  hij 
mouth.  As  the  professor  passes  by  er 
route  to  a  student  willing  to  answer  i 
question,  Simpson  mumbles,  "I  hatt 
it  when  he  comes  up  here,"  anc 
slouches  forward  on  his  desk. 

Yet  as  the  weeks  unfold,  Simpsor 
nonetheless  begins  to  realize  what  the 
program  is  really  all  about:  He's  sup 
posed  to  be  getting  more  in  return  fo: 
his  employer's  $24,000  than  men 
notes  on  academic  lectures  coverin 
about  170  different  business  schooi 
case  studies.  Though  the  cases  can  be 
useful,  Simpson  is  coming  to  see  thaii 
getting  the  most  out  of  the  progra 
means  using  the  time  to  focus  o: 
those  areas  of  study  that  are  of  great 
est  intnnsic  personal  and  professiona 
interest  to  him. 

Simpson  came  into  the  program,  h 
says,  "41  going  on  60."  He  was  con 
tent  in  his  job,  and  had  always  man- 
aged to  have  a  mentor  ready  and  able  tc 
push  the  accelerator  on  his  career 
After  becoming  bank  president,  he  fig 
ured  he  had  just  about  topped  out,  and' 
felt  content  enough  to  have  done  so 
met  goals  I  never  thought  I  would, "  h 
said  at  the  start  of  the  program.  "Any 
thing  else  was  icing  on  the  cake.' 

By  the  end  of  the  program  Simpso: 
may  or  may  not  have  become  a  betteil 
banker.  But  he  was  certainly  becom- 
ing a  more  ambitious  man.  The  expo 
sure  to  different  companies  and  differ 
ent  people  (50%  from  foreign  coun 
tries)  had  broadened  his  perspectivL 
enough  that  he  had  begun  to  take  a 
new,  more  confident  view  of  himselt 
and  his  opportunities  in  banking.  Be 
fore,  he  was  content  to  mind  his  mar 
gins  as  a  big  banker  in  a  small  town 
Now,  when  and  if  he's  asked,  he's 
ready  for  more.  He  has  met  bright 
people  from  all  over  the  world  and 
from  all  sorts  of  businesses,  taken 
their  measure  and  found  himself  not 
wanting.  "Let  those  bankers  from  up 
North  come  down  here,  we'll  whip 
'em,"  he  declares.  "I'm  ready  to  get 
into  the  ring." 

A  year,  two  years  from  now.  Simp 
son  will  probably  have  forgotten  what 
he  studied  and  talked  about  during 
the  program.  But  two  things  will  en 
dure:  that  new  sense  of  confidence. 
And  that  "Harvard-trained"  label 
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The  world  is  full  of  guarantees,  no  two  alike.  As  a  rule,  the 
more  words  they  contain,  the  more  their  protection  is  limited. 
The  Lands'  End  guarantee  has  always  been  an  unconditional  one. 
It  reads: 

"If  you  are  not  completely  satisfied  with  any  item  you 
buy  from  us,  at  any  time  during  your  use  of  it,  return  it 
and  we  will  refund  your  full  purchase  price. " 

We  mean  every  word  of  it.  Whatever.  Whenever.  Always. 
But  to  make  sure  this  is  perfectly  clear,  we've  decided 
to  simplify  it  further. 


lOO" 


,  Lands'  End,  Inc. 


Please  send  free  catalog. 

Lands'  End,  Inc.  Dept.  H-1 6 
DodgevUle,  WI 53595 


Name. 


Address . 
City 


State. 


.Zip. 


Or  call  Toll-free: 

800-356-4444 


Faces 

Behind  the  Figures 


Edited  bv  Robert  T.  Grieves 


Team  player 


Michael  Gliick 


Xttux l'i)Ui)iciul s  Mcliiii  IUmcucI 
Letting  people  run  their  own  show. 

For  the  first  time  in  its  five-year 
history,  Xerox  Financial  Services, 
Inc.  is  now  contributing  more  to  the 
parent's  net  income  than  is  Xerox' 
core  business  of  photocopy  and  office 
equipment.  At  midyear  the  financial 
service  unit's  earnings  were  up  13%, 
to  $168  million,  or  53%  of  the  corpo- 
ration's entire  net  income  for  the  first 
half  of  1988. 

Is  this  a  strange  marriage — office 
equipment  and  finance'  "No,"  says 
Mclvin  Howard,  chairman  of  the  fi- 
nance unit.  "Both  are  cyclical  busi- 
nesses, and  serve  as  hedges  against 
each  other." 

The  financial  unit  has  served  as  a 
very  nice  hedge,  indeed.  That  should 
make  team  Xerox,  particularly  Chair- 
man David  T.  Keams,  breathe  a  little 
easier.  What  started  out  as  "a  credit 
division  with  a  couple  of  guys  who 
reported  to  me"  and  earnings  of  $163 
million  its  first  year,  says  Howard, 
has  grown  into  a  5-division,  30-com- 
pany  financial  conglomerate  that  has 
almost  $15  billion  in  assets  and  $26 
billion  under  management. 

How  did  the  growth  come  about? 
"By  acquisitions,  growth  through  in- 
ternal development,  and  by  letting 
people  basically  run  their  own  show," 
Howard  says. 

"When  I  was  on  the  finance  staff  at 
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Ford  in  the  1960s,"  Howard  says,  "I 
saw  how  General  Electric  ran  its  cred- 
it division.  They  used  a  hands-off  ap- 
proach except  where  big  decisions  had 
to  be  made."  Xerox,  wisely,  has  adopt- 
ed the  same  approach  in  managing 
two  quite  different  businesses. 

Howard  grew  up  in  Fall  River, 
Mass.,  earned  an  economics  degree 
from  the  University  of  Massachusetts 
in  1957,  and  got  his  M.B.A.  from  Co- 
lumbia two  years  later.  After  Ford  he 
joined  Xerox  in  1970,  where  he  was 
chief  financial  officer  when  he 
launched  the  financial  services  com- 
pany. His  goal  now?  More  acquisi- 
tions and  growth. — R.T.G. 


The  Kobe  steelers 

The  basic  steel  industries  of  the 
U.S.  and  Japan  are  maturing,  so  we 
need  to  diversify,"  says  Soichiro  Yo- 
shimura,  the  president  and  chairman 
of  Kobe  Steel  USA.  His  company,  a 
subsidiary  of  $7.7  billion  (revenues) 
Kobe  Steel,  Ltd.,  has  elbowed  its  way 
into  the  American  steel  market  dur- 
ing the  past  two  decades  and  now  runs 
15  U.S.  subsidiaries.  Yoshimura's  spe- 


cific instructions  from  Tokyo  now  are 
to  set  up  U.S.  ventures  or  acquire  U.S 
firms  with  interesting  technologies 
and  product  lines  that  are  compatible 
with  Kobe's. 

Yoshimura  is  tackling  his  new  mis- 
sion with  a  vengeance.  Last  month  he 
bought  a  division  of  Providence,  R.L- 
based  Nortek  Inc.  for  an  undisclosed 
sum  so  that  Kobe  Steel  will  be  able  to 
manufacture  plastics  and  optical  fiber 
for  the  U.S.  market. 

Earlier  this  year  Yoshimura  formed 
Kobe    Precision    Inc.    in    Hayward, 
Calif.,  the  first  foreign-owned  venture 
in  the  U.S.  to  manufacture  aluminu 
substrates,  the  base  metal  for  magnet 
ic  computer  discs.  He  also  put  togeth 
er  Kobe  Copper  Products  in  Pine  Hill, 
N.C.,  the  first  wholly  owned  fapanesi 
company  in  the  U.S.  to  manufacture 
copper  tubing  for  air  conditioners  an 
refrigerators. 

A  graduate  of  Tokyo  University's 
Law  Faculty,  Yoshimura,  61,  joined 
Kobe  Steel  in  1949  and  first  came  to 
the  U.S.  in  1960,  when  he  established 
the  firm's  New  York  office.  Subse- 
quent promotions  made  him  manag- 
ing director  of  Qatar  Steel  Co.  and 
later  put  him  in  charge  of  Kobe  Steel's 
international  marketing  efforts.  He 
was  named  head  of  the  firm's  U.S. 
subsidiary  this  April. 

Will  the  intensifying  push  into 
America  by  Kobe,  Japan's  fifth-largest 
steelmaker,  goad  its  competitors  to  do 
the  same?  Quite  possibly.  "I  believe' 
NKK  (Japan's  second-largest  steel 
company)  will  be  in  the  U.S.  next 
year,"  he  says.— R.T.G. 


Ji 


SoichiK)  )()shininrir  presuioit  of  Kobe  Sled  I  SA 
FuyUUng  Tokyo's  instructions  naith  a  vengeance. 
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!  'rtformation  Consulting  Group 's  Gresham  Brehach 
Rebel  toith  a  cause. 


Michael  Bclcnlc\ 


Consulting  wars 

Gresham  Brebach,  a  24-year  veter- 
an of  Arthur  Andersen  &  Co., 

■  never  wanted  to  be  a  rebel.  But  the 
former  head  of  the  Big  Eight  firm's 
U.S.  consulting  practice,  the  nation's 
largest,  has  clearly  become  just  that. 
In  October  Brebach  established  his 
own  consulting  practice,  Information 
Consulting  Group,  which  will  be 
competing  directly  with  his  former 
tirm  in  the  lucrative,  $8  billion  world- 
wide field  of  packaging  computer  in- 

!  formation  systems.  Already  six  other 

i  top  Arthur  Andersen  partners  have 
defected  to  become  managing  direc- 
tors of  ICG,  and  Brebach  is  ebullient 
about  his  firm's  prospects.  "We  plan 
to  grow  to  a  $100  million  business  in 
five  years,"  he  says. 

For  Brebach,  47,  the  defections  from 
his  old  employer  are  sweet  revenge. 
He  was  hastily  forced  out  of  his  job  at 
Arthur  Andersen  last  spring  after  be- 
mg  accused  of  attempting  to  steal 
away  clients  to  start  his  own  consult- 

l  ing  practice.  Brebach  denies  he  had 
such  intentions  but  admits  he  was 
pushing  for  the  consulting  side  to 
have  a  bigger  voice  in  the  firm. 

Are  ICG's  prospects  really  as  bright 
as  Brebach  contends?  Could  be.  The 
systems  integration  field  is  expected 
to  grow  30%  annually  over  the  next 
five  years,  and  Brebach  is  targeting 


potential  clients  in  industries  like  fi- 
nancial services,  manufacturing  and 
consumer  products.  In  addition,  his 
firm  is  getting  financing  and  support 
from  Britain's  Saatchi  &.  Saatchi,  now 
a  top  player  in  U.S.  consulting. 

Brebach  faces  stiff  competition 
from  other  Big  Eight  firms  as  well  as 
heavyweights  like  EDS,  IBM  and  the 
Baby  Bells.  But  he  feels  his  firm  has  an 
advantage.  "We  will  develop  strategic 
alliances  with  suppliers  such  as 
AT&T,  which  will  include  commis- 
sions," Brebach  explains.  "That's 
something  we  could  not  do  when  we 
were  working  for  an  accounting 
firm."  — Penelope  Wang 


Ton  cant  refuse 
Proposition  65 

Cigar  and  pipe  tobacco  manufactur- 
ers distributing  their  goods  in 
California  have  been  hastily  reprint- 
ing their  wrappers  to  include  health 
warnings,  and  if  an  Oakland  lawyer 
named  David  Roe  is  right,  similar 
warnings  could  soon  be  turning  up  on 
everything  from  roasted  almonds  to 
house  paint.  The  cause  of  the  manu- 
facturers' frenzy  is  Proposition  65,  a 
new  California  law  written  mainly  by 
Roe,  a  senior  attorney  with  the  Envi- 
ronmental Defense  Fund  in  Oakland. 
The  law  says  manufacturers  selling 
products  in  California  that  contain 


cancer-causing  chemicals  must  label 
them  as  such  or  face  stiff  fines.  Right 
now  it  has  food  producers  and  distrib- 
utors hyperventilating  because  in  ef- 
fect it  lets  market  forces,  rather  than 
government  agencies,  pressure  manu- 
facturers to  clean  up  their  act.  "No 
food  manufacturer  is  going  to  simply 
label  the  toxins  in  his  products  and 
then  stand  back  if  the  competition 
has  clean  products  on  the  same  shelf," 
says  Roe. 

Last  month  one  of  southern  Califor- 
nia's biggest  grocery  chains,  Vons 
Cos.  Inc.  (more  than  350  stores), 
abruptly  cleared  its  shelves  of  all  pipe 
tobacco,  cigars  and  roll-your-own  to- 
bacco products  that  had  not  been  la- 
beled carcinogenic.  The  move  came 
after  the  California  attorney  general 
brought  suit  against  25  tobacco  com- 
panies that  were  not  complying  with 
Proposition  65  and  8  supermarket 
chains  that  stocked  their  products. 
Soon  after  Vons  took  action,  the  to- 
bacco companies  agreed  to  label  their 
brands  in  California. 

A  native  of  San  Francisco,  Roe  grad- 
uated from  Yale  in  1969  with  a  degree 
in  English  and  received  his  diploma 
from  Yale  Law  School  five  years  later. 
He  worked  for  a  San  Francisco  law 
firm  before  joining  the  Environmental 
Defense  Fund  in  1976.  Roe  sees  Prop- 
osition 65's  victory  in  California  as 
the  start  of  a  nationwide  trend.  "No 
major  food  manufacturer  is  going  to 
sell  a  clean  product  in  California  and 
face  the  prospect  of  another  court  case 
in  New  York,"  he  says.— R.T.G. 


EDF's  Dai  id  Roe 
Environmental  market  maven. 


FORBES,  NOVEMfiER  14,  1988 


I. 


355 


r 


,A"CE     - 


Courtesy: 


Precious  Metal 


You'd  be  surprised  at  the  parts  Fansteel's  space  age  metals,  tantalum 
and  columbium,  play  in  the  above  drama. 

The  electronics,  avionics  and  onboard  computers  rely  on  the  most  reliable 
capacitors  known  to  man:  tantalum  capacitors. 

Columbium  alloys  are  used  to  form  internal  parts  for  jet  engines. 

Tantalum  tubing  is  used  in  the  machine  that  helped  provide  the  diagnosis. 

The  surgeon  relied  on  tantalum  clips  during  the  operation. 

And  so  on. 

These  high  temperature,  non-corrosive  metals,  produced  by  Fansteel  Metals, 

are  valuable  tools  of  technology  with  myriads  of  applications  in 

hundreds  of  industries  ...  but  when  a  life  hangs  in  the  balance, 

they  become  precious  metals  indeed.  Perhaps  that  is  the  best  reason  of 

fti^.;:^  all  it  will  pay  you  to  know  more  about  us. 


ucer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
raft/aerospace,  metalworking,  energy  and  chemical  industries. 


^NC.  •  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


The  Forbes/WUshire  5000  Review 


Edited  by  Steve  Kichen 
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tocks  look  a  lot  better  now  than  they  did  52  weeks  ago. 
,ast  year  the  Dow  industrials  finished  the  volatile  week  of 
he  crash  by  closing  at  1950  on  Friday,  Oct.  23.  On  that 
ate,  amidst  all  the  uncertainty  surrounding  the  stock 
oarket,  the  Dow  industrials  sold  for  16.6  times  latest  12- 
nonth  earnings  while  the  overall  market,  as  measured  by 
he  Wilshire  index,  had  a  P/E  of  17.2.  One  year  later,  and 
inder  much  calmer  conditions,  the  Dow  and  Wilshire  are 
Tip  11.9%  and  15.2%,  respectively.  And  a  healthy  rise  in 


corporate  earnings  has  brought  the  Dow  multiple  down  to 
13.9  and  the  Wilshire  multiple  to  13.6. 

In  the  last  two  weeks  the  market  finally  broke  out  of  its 
narrow  trading  range.  The  Dow  finished  with  a  1.5%  gain 
and  at  a  new  postcrash  high,  2183.  Most  other  major 
market  indicators  hit  new  peaks  on  the  last  or  next  to  last 
trading  day.  The  S&P  500  is  now  higher  than  it  was  at  the 
close  on  Oct.  16,  1987.  On  that  Friday  just  before  Black 
Monday,  the  Dow  lost  109  points. 


Closeup  On  the  Equity  Markets 

Performance  oi  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500^ 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

4.0 

4.8 

4.4 

4.6 

2.3 

0.9 

in  last  52  weeks 

15.2 

14.0 

11.9 

14.5 

15.8 

18.3 

Stock  perfdMiiiaiice  iMsed  oo  six  k^  investor  yardsticks 

Percent  change 

Company  size 

Volatility^ 

P/E  multiple 

Dividend  yield 

Growth  proKle* 

Share  price 

large 

small 

high 

low 

over  21 

under  8 

over  4.5% 

none 

high 

low 

over  $34 

under  $4 

in  last  4  weeks 

4.2 

-0.5 

1.8 

1.7 

0.3 

3.4 

1.3 

4.1 

0.7 

2.7 

3.6 

-1.6 

in  last  52  weeks 

21.4 

50.2 

60.6 

22.9 

29.2 

30.1 

18.4 

66.5 

59.8 

25.7 

24.5 

41.7 

Wilshire  index  reflects  p 
\  stock's  sensitivity  to  o 
rowth  image,  determine 

rice  performance.  It  diffe 
verall  market  movement 
d  by  Wilshire  Associates 

rs  slightly  from  market  value  of  outsunding  stocks  because  of  retirements 
High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are 

of  equity  since  index  was 
more  stable.  ''A  quantitati 

created.  ^Based  on  sales, 
ve  evaluation  of  a  stock's 

-lote:  All  data  for  periods  ending  10/21/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


Takeover  action.  Acquisitions  and  takeover  offers  led  the 
market  higher.  Proposed  deals  announced  during  the  last 
two  weeks — Kraft,  RJR  Nabisco — amount  to  around  $30 
billion.  The  market  is  probably  headed  for  another  major 
wave  of  takeovers,  given  the  amount  of  money  rumored  to 
be  sitting  in  the  hands  of  takeover  specialists  and  the  low 
P/E  multiples  on  many  major  corporations.  Stephen  Leeb, 


editor  of  the  market  newsletter  Indicator  Digest,  in  Pal 
sades  Park,  N.J.,  thinks  that  B.F.  Goodrich  is  a  like 
candidate  for  acquisition  or  restructuring.  What  maki 
Goodrich  attractive,  according  to  Leeb,  is  its  $12-pe 
share  cash  flow.  Goodrich  is  now  completely  out  of  tl 
tire  business  and  its  stock  recently  traded  at  56,  only  nil 
times  earnings. 


Percent  change  in  last  52  weeks   "O-C^)-   Percent  change  in  last  2  weeks 
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What  the  Analysts  Think 


Lower  horizons.  The  1988  earnings  estimate  for  Lorimar  cents.  Cummins  Engine,  Louisiana  Land  &  Exploratior 
Telepictures  dropped  from  41  cents  to  8  cents  per  share  National  Semiconductor  and  Management  Science  c 
while  Farah  Inc.'s  estimate  went  from  71  cents  to  51      America  also  had  big  estimate  cuts. 


Porcietsxiog  the  Forbes  Sales  500 


Performance 
period 


Average 
tjrnings  per 
share  P/E 


latest  12  months 

1988  estimates 

1989  estimates 


$3.19 
3.58 
3.96 


12.6 
11.3 
10.2 


Rank  based  on 
change  in  estimate               Sector 

Estimated  1988 
EPS             P/E 

%  change  in  1988  estimati 
in  2  weeks       in  4  weeks 

1                           Constumer  durable!. 

$4.77 

111 

0.29% 

0.88% 

2                           Transportation 

2.2S 

12.6 

0.18 

-1.83 

3                           Raw  materials 

3.18 

9.9 

-fl.Ol 

0.18 

4                         Utilities 

2.39 

10.5 

-0.12 

-0.06 

S                           Energy 

3.20 

12.4 

-0.14 

-0.37 

6                         Consumer  nondurables 

2.50 

14.6 

-0.28 

-0.54 

7                           Capital  goods 

2.61 

14.4 

-0.46 

-0.38 

8                         Finance 

3.39 

9.0 

-0.67 

-0.60 

9                         Technology 

2.91 

12.1 

-0.80 

...  .     . 

-1.26         ' 
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die  numerous  Forbes  500  Corporations  who  rely  on  47st  Photo 

Our  professional  corporate  staff  is  always  ready  to  provide  the  personal  attention  you  require 
for  all  your  corporate  needs.  To  open  your  corporate  account,  call  today  1-212-260-1104 


FACSIMILE  MACHINES 


•  Transmits  Full  Size  Documents 

•  G-3  and  G-2  Compatible 

•  High  Speed  Transmission 

•  Integrated  Memory  Telephone 


•  5-Sheet  Document  Feeder 

•  Activity  Report 

•  Only  15  Seconds  Per  Page 

•  Delay  Send  Timer 


•  Automatic  Paper  Cutter      i 

•  16  Halftone  Shades 

•  10-Sheet  Document  Feed 

•  Auto  Redial  ; 


informa. 


Computers  •  Office  Equipment  •  Cameras  •  Electronics  •  Audio  •  Video 
67  West  47th  St.  •  115  West  45th  St.  •  116  Nassau  St. 

NYCCA.  Lie  #800189.6918*0        NYC  CA.  LIC.  *800I9|.8I  1628         NYC  CA.  LIC.  »8I1627 

E.  Meadow  Plaza  Shopping  Center,  E.  Meadow,  N.Y.  (L.I.) 

Mail  Order  Department:  36  East  19th  Street,  New  York,  N.Y.  10003 

To  order  in  New  York  State  call  1-212-979-6100 

Out-of-state  toll-free  1-800-221-7774 

We  accept  major  credit  cards 


TOP  OF  THE  CLASS 


Academic  honors  don't  guarantee 
business  success.  Nor  do  they  mean 
that  a  person  will  continue  to  learn 
after  leaving  school. 

Staying  proficient  and 
professional  requires  an  ongoing 
commitment  of  time,  effort  and 
money.  That's  a  major  challenge  for 
every  working  person . . .  and  a 
necessity. 

CPAs  who  are  members 

of  the  American  Institute  of 

CPAs  are  one  step  ahead. 

It's  called  Continuing  Professional 
Education  or  "CPE."  This  program 


keeps  members  up-to-date  on 
changes  in  the  economy,  society  and 
the  accounting  profession. 

The  AICPA  believes  that 
everyone  can  benefit  from  continuing 
education.  In  fact,  they  feel  so 
strongly  about  the  subject  that  they 
voted  overwhelmingly  to  make  CPE 
mandatory  for  every  AICPA  member 

That  goes  for  those  who  work  for 
thousands  of  U.S.  companies,  as  well 
as  those  in  government,  education 
and  accounting  firms. 

Not  all  CPAs  are  the  same. 

AICPA  members  continue  to  learn 
long  after  they  have  earned  their 
academic  kudos.  Chances  are  you  rely 
on  your  accounting  professional  for 
sound  advice  on  a  variety  of  subjects, 
from  taxes  and  financial  reporting  to 
management  issues.  You  expect  that 
advice  to  be  current,  no  matter  how 
hard  the  winds  ot  change  are  blowing. 

So  nc^w  you  know^  how  they  dc^  it: 
Continuing  Professional  Education. 

You  see,  you  learn  something  new 
everv  dav. 


The  measure  of  excellence. 


AICPA 


AMERICAN  INSTITUTE  OF  CERTIFIED  PUBLIC  ACCOUNTANTS 

1211  Avcniicol  the  Amc-ricas.  Nc-w  York,  NY  100i6-8775 


IN  AN  1N(;RKAS1NC;LY  c:OMFLIiX  WORLD,  AICPA  MEMBERS - 
MORE  THAN  260,000  CPAs  IN  PUBLIC  PRACTICE,  INDUSTRY,  GOVERNMENT  AND  EDUCATION-     ■« 

PR(  )VIDE  QUALITY'  SERVICE  IN  TI  IE  PUBLIC  INTEREST 


Capital  Markets 


MONEY  &  INVESTMENTS 


Growing  cities  are  often  riskier  than  stag- 
nant ones.  Thafs  one  of  the  lessons  histo- 
ry teaches  buyers  of  tax-exempts. 

DEFAULT  RISK 


By  Ben  Webennan 


The  rules  for  municipal  bond  in- 
vesting contrast  markedly  with  the 
rules  for  stock  investing.  Stock  in- 
vestors look  for  growth.  Muni  buy- 
ers should  run  from  it.  That's  one  of 
the  insights  that  come  from  a  150- 
year  study  of  mimi  bond  defaults 
undertaken  by  Enhance  Reinsur- 
ance Co.,  a  financial  guarantor  that 
has  a  large  stake  in  these  matters. 

Defaults  on  tax-exempt  issues  are 
more  common  than  you  might  sus- 
pect. You  probably  remember  the 
two  big  defaults  of  the  1970s  on 
general  obligation  bonds,  those  by 
New  York  and  Cleveland.  But  did 
you  know  that  since  1837,  more 
than  6,600  state  and  local  bond  is- 
sues have  defaulted?  That  nearly  $5 
billion  of  the  $720  billion  in  tax- 
exempt  debt  now  outstanding  is  not 
current  on  its  interest  and  principal 
payments? 

These  are  among  the  statistics 
that  come  out  of  the  intriguing  En- 
hance study.  The  New  York  City 
firm  undertook  the  work  because 
it's  in  the  business  of  reinsuring 
municipal  bond  guarantees  issued 
by  such  underwriters  as  Municipal 
Bond  Investors  Assurance,  Finan- 
cial Guaranty  Insurance  Co.,  Bond 
Investors  Guaranty  and  Ambac. 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


Some  of  the  study's  conclusions 
are  not  surprising.  General  obliga- 
tion debt  is  much  safer  than  project 
revenue  debt.  The  biggest  defaulter 
at  present  is  Washington  Public 
Power  Supply  System,  in  default  on 
$2.25  billion  of  lOUs  that  were  to  be 
covered  by  sales  of  electricity.  By 
contrast,  investors  who  bought  the 
GO  bonds  of  New  York  and  Cleve- 
land— and  didn't  sell  out  early — re- 
covered fully. 

But  it  may  be  less  obvious  that 
rapid  growth  is  a  negative  for  mu- 
nicipal investors.  People  who 
bought  Texas  issues  in  the  oil- 
booming  1970s  have  their  counter- 
parts in  earlier  eras.  A  century  ago, 
Chicago  was  the  boomtown,  with 
population  tripling  between  1850 
and  1857.  To  finance  waterworks,  a 
courthouse,  a  city  hall,  a  hospital 
and  a  high  school,  debt  increased 
sixfold  by  1857.  Then  came  the 
market  panic  of  1857,  and  the  city 
temporarily  defaulted  on  its  debts. 
In  the  1920s  everyone  wanted  bonds 
from  Florida,  where  the  real  estate 
was  hot.  By  1933  more  than  80%  of 
the  debt  in  the  state  was  in  default. 

Judging  by  that  history,  today's 
bond  buyer  might  be  better  off  lend- 
ing to  Buffalo  or  Detroit  than  to 
Jacksonville  or  San  Diego.  Yet  Buf- 
falo gets  a  Moody's  rating  of  Baal, 
while  Jacksonville  gets  a  slightly 
higher  grade  of  AI. 

Among  the  findings  of  the  En- 
hance study: 

•  The  majority  of  defaults  occur  in 
heavy-borrowing  regions  experienc- 
ing the  most  optimistic  expansion. 
Besides  Chicago  and  Florida,  bond 
buyers  also  have  been  burned  by 
Detroit  after  the  auto  boom  of  the 
1920s  and  Texas  after  the  oil  surge 
of  the  1970s. 


•  Economically  troubled,  aging  cit- 
ies rarely  go  into  default.  The  New 
York  and  Cleveland  financial  crises 
were  due  more  to  financial  misman- 
agement (short-term  borrowing  to 
finance  long-term  capital  expendi- 
tures, for  example)  than  to  econom- 
ic contraction. 

•  Industrial  development  bonds — 
that  is,  public  debt  to  finance  pri- 
vate economic  activity — have  al- 
ways been  a  danger  spot.  The  worst 
default  rates  of  a  hundred  years  ago 
were  on  state  and  local  government 
bonds  to  finance  banks,  railroads 
and  canals.  Today,  almost  $2  billion 
of  private-purpose  tax-exempts  are 
in  default. 

•  Municipal  improvement  districts 
may  be  chancier  than  cities,  states 
and  counties.  Twenty-five  sanitary 
and  improvement  districts  in  Ne- 
braska filed  for  Chapter  9  bankrupt- 
cy between  1982  and  1987.  Natahe 
Cohen,  a  vice  president  at  Enhance 
who  did  the  study,  says  investor 
losses  in  Nebraska  have  mounted  to 
more  than  $100  million.  In  the  Tex- 
as oil  boom  of  the  1970s,  municipal 
utility  districts  sprang  up  every- 
where to  cover  the  infrastructure 
bills  of  real  estate  developers.  A  year 
ago  Moody's  reduced  the  ratings  of 
22  of  these  districts  to  Ba,  a  junk 
rating,  and  one  to  B,  which  borders 
on  default  risk. 

There  is  a  strong  tendency  for  is- 
suers, engineering  consultants  and 
financial  consultants  to  overesti- 
mate future  revenues  during  the 
boom.  There  is  a  tendency  to  forget 
the  potential  for  a  downturn.  Many 
defaults  are  linked  to  collapse  of 
inflated  land  prices,  for  example. 

•  Economic  cycles  bring  out  the 
worst  in  bonds.  Between  1837  and 
1873,  51%  of  the  $245  milhon  state 
and  local  debt  outstanding  was  at 
least  temporarily  in  default  because 
of  the  financial  panics  of  those 
years.  In  the  Great  Depression, 
15.4%  of  the  $18.5  bilHon  of  muni 
debt  outstanding  went  into  default. 

Don't  let  the  foregoing  scare  you 
away  from  the  municipal  market 
altogether.  Munis  provide  an  after- 
tax return  better  than  that  available 
on  Treasurys  in  all  but  the  shortest 
maturities.  But  do  observe  two  ba- 
sic precautions.  First:  If  you're  buy- 
ing anything  but  the  full  faith  and 
credit  obligation  of  a  government 
subdivision  (that  is,  a  city,  county 
or  state,  rather  than  a  special  pur- 
pose taxing  district),  insist  on  insur- 
ance. Second:  Don't  buy  unrated 
bonds.  ■ 


FORBES,  NOVEMBER  14,  1988 


361 


aja»Portfolio  Strategy 


MONEY  &  INVESTMENTS 


By  Kenneth  L.  Fisher 


Dont  turn  your  back  on  cheap  medium- 
size  stocks  that  are  well  run  by  folks  with 
a  big  stake  parallel  to  your  best  interests. 

OWNERSHIP 
COUNTS 


swer  will  weigh  heavily  on  which 
stocks  will  perform  best  in  the  next 
few  years.  Yet  the  issue  is  addressed 
by  many  who  miss  the  integral  link 
between  an  owner-manager's  self- 
mterest  and  general  shareholder  in- 
terest. Business  wealth  is  created 
through  effective  management,  and 
the  best  way  to  keep  someone  fo- 
cused is  to  provide  him  financial 
incentive  for  focus. 

The  shining  light  in  this  respect  is 
Sam  Walton  of  Wal-Mart.  Starting 
with  nothing,  through  25  good  years 
and  bad,  Walton  created  200,000 
jobs — half  as  many  as  the  total  work 
force  of  Ford  or  IBM  and  more  than 
the  total  work  force  of  Du  Pont  or 
Exxon.  He  created  value  for  tens  of 
millions  of  customers  and  1 8  billion 
bucks  of  stock  value,  some  of  which 
is  his,  but  most  of  which  belongs  to 
79,000  of  his  co-investors.  Now, 
that's  an  effective  business  leader. 

Of  course,  in  considering  who  are 
America's  most  effective  business 
leaders,  many  folks  focus  too  much 
on  who  has  done  well  recently.  First 
of  all,  it  is  good  to  remember  that 
even  Sam  Walton's  career  was  not 
without  Its  early  failures.  Second, 
whatever  the  recent  success  of  a 
company,  the  past  is  already  reflect- 
ed in  the  stock,  so  it  does  today's 
investors  little  good.  And  third,  to- 
day's best  leaders  may  not  be  to- 
day's popular  heroes  but  instead  the 
unknown  legends  of  the  1990s. 

Fortunately,  Forbes'  focus  is  fully 
on  the  added  plus  of  the  owner- 
manager.  (It  IS  full  of  articles  like 
George  Gilder's  Oct.  24  home  run 
explaining  why  entrepreneurship 
and  good  management  are  a  duo.)  I 
believe  that  a  substantial  share  of 
.\merica's  most  effective  business 
leaders  are  either  among  The  Forbes 


Other  things  bcmg  equal,  it  is  better 
to  invest  in  an  outfit  with  heavy 
managerial  ownership  than  in  one 
where  the  top  bananas  take  theirs 
mostly  in  salary.  You  want  manage- 
ment that  thinks  the  way  an  owner 
would.  After  all,  as  a  shareholder 
you  are  an  owner,  and  you  want 
someone  running  your  company 
whose  interests  are  the  same  as 
yours.  An  owner-manager  isn't  like- 
ly to  overpay  for  a  merger  just  to 
make  a  bigger  empire;  he  isn't  likely 
to  let  overhead  swell  out  of  con- 
trol— it's  his  money.  All  too  many 
managements  that  are  not  substan- 
tial stockholders  run  their  compa- 
nies bureaucratically  in  an  after- 
me-the-deluge  spirit. 

For  this  reason  I  find  that  Forbes' 
annual  listing  of  the  400  richest 
Americans  offers  an  investment 
moral.  It  is  chock-full  of  folks  who 
made  themselves  fabulously  rich  by 
making  their  other  shareholders 
rich,  too:  Warren  Buffett,  August 
Busch,  Bill  Gates,  Ron  Perelman, 
Milton  Petrie  and  on  and  on. 

This  richness  issue  parallels  a 
general  management  issue  key  to 
all  investors:  Who  are  today's  most 
effective  business  leaders-  The  an- 

Kenneth  L  Fisher  is  a  Woodside,  t  '//  based 
money  manager  He  Ixis  uriiten  /.  hooks: 
Tlie  Wall  Streei  Waltz  and  Super  Si     '  v 


Four  Flundred — or  more  likely, 
folks  who  aren't,  but  who  through 
success  will  be  one  of  1998's  Forbes 
Four  Hundred — which  gets  us  back 
to  the  investment  lesson.  You  will 
make  more  in  the  long  run  invest- 
ing in  cheap  stocks  of  good  compa- 
nies where  the  managements  have 
ownership  incentive  to  perform  for 
you  than  you  will  any  other  way. 

Again,  take  Wal-Mart.  Every  year 
from  1975  through  1982,  before  it 
was  popular,  you  could  have  bought 
the  stock  at  bargain  valuations  of 
less  than  50%  of  its  trailing  annual 
revenue  per  share — that's  equiva- 
lent to  a  P/E  of  10  for  a  company 
that  happens  to  be  earning  5%  net 
profit  margins.  En  route,  you  would 
have  owned  Sam  Walton's  wisdom, 
energy  and  "Thank  God,  it's  Mon- 
day" motivation.  Forgetting  divi- 
dends, a  dollar  dropped  into  Wal- 
Mart  stock  in  1982  is  $13  today.  A 
1976  dollar  would  be  $80  now. 

By  contrast — and  with  relatively 
few  exceptions — it's  hard  to  find 
heavy  management  ownership 
among  America's  largest  publicly 
traded  corporations. 

And  that's  why,  despite  what 
anyone  tells  you,  you  shouldn't 
turn  your  back  on  potential  invest- 
ments in  stocks  of  medium-size 
firms  that  are  well  run  by  folks  with 
a  big  stake  that  parallels  your  best 
interests.  That's  where  the  future 
Wal-Marts  will  come  from.  Of 
course,  all  the  traditional  invest- 
ment rules  still  apply.  Manager- 
ownership  alone  certainly  doesn't 
insure  success.  You  have  to  look  for 
those  outfits  that  are  doing  some- 
thing different  and  better  than  the 
next  guy.  You  must  be  ever  mindful 
to  buy  on  the  cheap.  And  it's  often 
best  to  buy  them  when  they  have 
had  short-term  reverses  that  scare 
others  away. 

What  fills  the  bill?  Dollar  General 
(11)  might.  The  Turner  family  sure 
hopes  so,  because  it  has  committed 
its  fortunes  to  the  company,  owning 
40%  of  the  stock.  (I'm  very  happy 
with  the  $2.50  power  ties  I  bought 
there — you  couldn't  tell  them  from 
your  more  expensive  ones.)  Like- 
wise, many  folks  see  the  Adolpb 
Coors  (20)  family  as  too  stodgy  for 
the  stock  to  do  well,  but  the  second 
generation  is  bubbling  with  enthu- 
siasm and  hopes  to  prove  the  pessi- 
mists wrong.  And  the  next  time  you 
are  camping,  remember  that  Cole- 
nian  (41)  is  a  stock,  too.  You  can  bet 
Sheldon  C.  Coleman  will  never  be 
able  to  forget  it.  ■ 
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Wc^re  looking  for 
leople  to  invest  in  crazy 
deas  like  fiiese. 


This  year's  crazy  idea  is  often  next  year's 
brilliant  one. 

And  it  can  also  be  an  extremely  profitable 
investment— for  investors  smart  enough 
to  invest  ahead  of  the  pack. 

No  wonder,  then,  that  so  many  investors 
are  attracted  to  the  stocks  offered  by  The 
Stuart-James  Company. 

At  Stuartjames,  we  specialize  in  young, 
entrepreneurial  companies.  Companies 
with  ideas  that,  in  our  opinion,  offer 
extraordinary  opportunity  for  growth. 

Naturally,  stocks  like  these  are  riskier 
than  your  average  stock.  But  then,  your 
average  stock  offers  nowhere  near  the 
upside  potential  these  do. 

In  fact,  one  recent  study  showed  that  over 
the  last  thirteen  years,  while  the  stocks  in 
the  Standard  &  Poor's  500  appreciated 
260%,  the  entrepreneurial  companies  in  the 
Venture  Capital  100  index  went  up  1,632%* 

What's  more,  by  investing  with  Stuart- 
James  you  can  enhance  your  prospects 
considerably. 

Each  company  we  recommend  under- 
goes exhaustive  research:  Only  one 
company  in  fifty  survives  our  scrutiny. 

Even  so,  our  stocks  are  not  for  everyone. 
Some  investors  think  the  very  idea  of 
investing  in  a  young,  unproven  company 
is  crazy. 

Of  course,  it  wouldn't  be  the  first  time  a 
crazy  idea  paid  off  big,  would  it? 

Contact  any  of  our  local  offices  (there  are 
over  50).  Or:  The  Stuart-James  Company, 
805  Third  Avenue,  New  York,  NY  10022. 
l-(800)-227-1161.  In  NY  State  l-(800)-631-5477. 

•Source:  Venture  Capital  Journal,  Wellesley  Hills.  MA.  Study  was  not  ol  stocks 
recommended  by  Stuart-James  and.  is  no  guarantee  of  future  performance 
©  1988  The  Stuart-James  Co..  Inc.   (Member  NASD  &  SIPC. 

Stuart 'James  Co.  investments. 

High  risk,  high  rewardsr 


Observations 


MONEY  &  INVESTMENTS 


By  Ashby  Bladen 


Bailouts  made  the  depression  in  the  Third 
World  hyperinflationary,  rather  than 
deflationary.  They)  will  do  the  same  here. 

AMERICA'S 
KREDITANSTALT 


the  rest  of  us  a  pretty  penny. 

The  day  of  reckoning  for  our  stan- 
dard of  hving  is  fast  approaching 
because  the  lunacy  of  sweeping  the 
thrifts'  problems  under  the  rug  at 
such  an  enormous  potential  cost  is 
showing  our  foreign  creditors  that 
we  are  losing  the  last  vestiges  of 
financial  common  sense. 

In  spite  of  this  magazine's  best 
efforts  (Forbes,  Oct  J,  p.  58],  the 
size  of  those  bailout  costs  is  just 
beginning  to  be  recognized  here.  But 
the  Economist  magazine,  which 
most  of  our  foreign  creditors  read, 
has  been  highlighting  it  for  months. 

The  Sept.  10  issue  had  an  article 
entitled  "Spent  Thrifts,"  which 
pointed  out  that  the  Federal  Savings 
&  Loan  Insurance  Corp.  can't  bor- 
row more  cash  for  bailouts  because 
its  debt  service  payments  already 
exceed  its  premium  income.  So 
from  now  on  it  will  give  insolvent 
thrifts  new  capital  by  the  sleight-of- 
hand  trick  of  exchanging  notes  with 
them.  And  the  Oct.  8  issue  had  an 
editorial  entitled  "Myopic  on 
Thrifts,"  which  said  that  the  ex- 
perts' latest  guess  about  the  current 
cost  of  the  bailouts  is  $100  billion. 
That  figure  grows  every  day  because 
the  insolvent  thrifts  pay  more  inter- 
est on  their  deposits  than  they  earn 
on  their  assets. 

The  costs  of  liquidating  them  are 
supposed  to  be  borne  by  the  FSLIC 
out  of  the  premiums  that  it  levies 
on  thrift  deposits.  But  by  now  much 
of  the  cost  will  have  to  be  borne  by 
the  taxpayers  because  the  premi- 
ums that  would  otherwise  be  re- 
quired would  make  thrift  deposits 
uncompetitively  low-yield  invest- 
ments and  wreck  the  soundly  man- 
aged thrifts  as  well  as  the  improvi- 
dent ones.  And  the  banks  and  thrifts 


One  of  the  main  points  this  column 
has  long  been  making  is  that  federal 
deposit  insurance  was  a  disastrous 
mistake  because  it  freed  irresponsi- 
ble managers  of  banks  and  thrifts 
from  the  discipline  that  used  to  be 
imposed  by  skeptical  depositors. 
And  now  that  their  enormous  losses 
are  becoming  obvious,  trying  to 
sweep  them  under  the  rug  with 
wholesale  bailouts  eventually  will 
cause  the  runaway  inflation  and 
falling  standard  of  living  in  this 
country  that  has  already  been 
caused  in  such  once-prosperous  and 
promising  countries  as  Argentina, 
Brazil  and  Mexico. 

Bailouts  cause  inflation  because 
they  make  irresponsible  borrowing 
and  spending  a  riskless  game  of 
heads  I  win,  but  tails  the  taxpayers 
lose.  In  the  thrift  industry,  they 
already  have.  The  Federal  Home 
Loan  Bank  Board  is  giving  politi- 
cally savvy  wheeler-dealers,  who 
put  a  few  million  dollars  of  new 
equity  capital  into  busted  thrifts, 
$1  billion  or  more  of  assets  virtual- 
ly risk-free,  and  with  a  huge  return 
on  investment  virtudlly  guaranteed 
by  the  American  taxpayer.  Their 
profits       are       likely       to       cost 
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are  not  the  only  institutions  that 
will  require  bailouts. 

My  last  two  columns  warned 
you  about  the  severe  investment 
losses  that  will  be  reflected  next 
spring  in  many  life  insurance  com- 
panies' convention  statements 
(misprinted  "capital"  statements 
in  my  last  column).  Several  life 
insurance  agents  have  written  to 
tell  me  about  the  State  Guarantee 
Funds  that  exist  to  make  whole 
the  policyholders  of  insolvent  life 
insurance  companies.  Having  been 
a  life  insurance  company  executive 
for  many  years,  I  know  about 
them.  But  I  also  know  that  they 
are  Rube  Goldberg  contraptions. 
They  can  handle  the  odd,  small 
failure,  but  using  them  to  handle 
the  kind  of  trouble  that  is  develop- 
ing now  will  impose  a  huge  burden 
on  the  owners  of  sound  companies, 
which  include  the  policyholders  of 
mutual  companies. 

When  push  comes  to  shove,  it 
will  be  politically  imperative  to  bail 
out  life  insurance  companies,  as 
well  as  banks  and  thrifts,  with  fed- 
eral credit.  At  some  point  the  infla- 
tionary implications  of  those  bail- 
outs will  cause  our  foreign  creditors 
to  lose  whatever  confidence  they 
still  have  in  the  dollar. 

After  Hjalmar  Schacht  broke  the 
German  hyperinflation  at  the  end  of 
1923,  both  Germany  and  Austria 
borrowed  heavily  abroad  to  finance 
reparations  and  public  works. 
Schacht  protested  against  the  irre- 
sponsibility of  those  borrowings, 
but  the  foreign  creditors  paid  no  at- 
tention until  the  Kreditanstalt, 
which  had  taken  over  several  other 
busted  Austrian  banks,  got  into 
trouble  in  1931.  That  didn't  much 
affect  central  Europe's  ability  to  car- 
ry its  foreign  debts,  but  it  was  the 
last  straw  that  broke  the  creditors' 
confidence. 

After  1929,  overextended  borrow- 
ers didn't  get  bailed  out  and  the 
result  was  a  deflationary  depres- 
sion. Today  they  do,  and  the  result 
is  inflation.  Nevertheless,  the  de- 
clining foreign  exchange  value  of 
overindebted  countries'  currencies 
causes  their  national  standards  of 
living  to  fall. 

As  long  as  we  Americans  go  on 
borrowing  and  spending  we  will  not 
have  a  recession  but  inflation,  and 
interest  rates  will  continue  to  rise 
until  our  creditors'  confidence  col- 
lapses. Then  the  depression  that  be- 
gan six  years  ago  in  the  Third  World 
will  reach  our  shores.  ■ 
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MONEY  &  INVESTMENTS 


What  do  Ben  Graham's  followers  do  in  a 
market  like  this?  Some  stick  heavily  to 
cash  while  others  bend  his  value  criteria. 

INTERPRETING 
THE  PROPHET 


By  Mark  Halbert 


These  are  confusing  times.  The 
market  is  way  down  from  its  1987 
highs  and  yet  stocks  as  a  whole  are 
scarcely  cheap.  What's  a  Ben  Gra- 
ham investor  to  do?  Graham,  au- 
thor of  the  classic  texts  Security 
Analysis  and  We  Intelligent  Iniestor, 
was  the  dean  of  investors  who  be- 
lieve in  looking  for  stocks  with 
"fundamental  value" — assets,  li- 
quidity, earning  power,  etc.  But  in 
recent  years,  because  of  the  bull 
market,  virtually  no  stocks  have 
satisfied  Graham's  criteria  of  value. 

Gone  are  the  good  old  days  when, 
as  Graham  himself  pointed  out  in 
the  June  1,  1932  issue  of  Forbes, 
more  than  one-third  of  the  industri- 
al stocks  on  the  NYSE  were  below 
their  net  working  capital  per  share. 
Today,  Graham  followers  face  the 
unpleasant  dilemma  of  revising  his 
criteria  or  buying  nothing  at  all. 

Graham-style  investment  letters 
have  been  among  the  most  success- 
ful of  those  1  monitor  in  my  llulhert 
li)uoicinl  Digest.  And  one,  Charles 
Allmon's  Growth  Slock  Outlook,  has 
resolved  the  dilemma  by  being  basi- 
cally out  of  the  market  (currently 
85%  cash)  for  over  two  years.  All- 
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mon's  approach  is  not  identical  to 
Graham's:  He  focuses  on  secondary 
issues  and  growth  stocks,  which 
Graham  argued  had  no  place  in  the 
defensive  investor's  portfolio.  But 
Allmon  claims  apostolic  succes- 
sion: He  says  that  Graham  at  the 
end  of  his  life  told  him  that  he 
might  adopt  Allmon's  approach  if 
he  were  a  young  man.  And  Allmon 
is  indisputably  like  Graham  in  his 
belief  that  investors  should  get  out 
of  stocks  as  the  number  satisfying 
his  criteria  of  value  dwindles. 

Contrast  Allmon's  approach  with 
that  of  another  successful  value-ori- 
ented adviser,  Al  Frank  of  T/je  Pru- 
dent Speculator.  Though  both  Frank 
and  Allmon  focus  on  many  of  the 
same  Graham  criteria,  Frank  has  re- 
sponded to  the  bull  market  by  relax- 
ing his  interpretation.  And  he  has 
remained  fully  invested  (and,  in  his 
model  portfolio,  heavily  margined) 
for  nearly  all  of  the  eight  years  I 
have  monitored  his  performance. 

It  has  worked  for  Frank.  Among 
all  advisers  my  lUD  has  followed 
since  1980,  Frank  ranks  third — 
beating  the  S&P  500's  total  return 
by  31 1.2%  to  239%.  Allmon's  letter 
comes  in  just  behind  Frank's,  in 
fourth  place,  gaining  280.3%.  And 
this  IS  despite  a  terrible  blow  in  the 
1987  crash,  when  Frank's  portfolio 
shed  nearly  60%  of  its  value,  ac- 
cording to  my  calculations,  whereas 
Allmon's  lost  a  modest  5%. 

Tortoise  and  hare:  Though  both 
did  well,  when  their  eight-year  per- 
formance is  adjusted  for  the  risk 
incurred,  Allmon's  portfolio  jumps 
to  first  place,  while  Frank's  drops  to 
sixth  (and  below  the  S&.P  itself). 

What  about  the  other  Graham- 
style  letters?  The  majority  have 
large  cash  positions.  For  example. 


the  two  model  portfolios  of  Blue 
Chip  Values,  a  new  value-oriented 
service  edited  by  former  DePaul 
University  finance  professor  Gerald 
Perritt,  have  an  average  of  65%  in 
cash.  Generic  Stock  News,  edited  by 
Brian  Klapper  with  Cornell  Univer- 
sity finance  professors  Steven  Car- 
vell  and  Avner  Arbel,  is  recom- 
mending just  20%  in  equities. 

Which  isn't  to  say  that  these  ser- 
vices find  no  stocks  worth  buying — 
though  in  doing  so  they  have  modi- 
fied Graham's  standards  of  value. 
They  had  no  choice:  Few  or  no  secu- 
rities satisfy  Graham's  net  current 
asset  criterion.  Thus  his  followers 
have  concentrated  their  search 
among  "neglected  stocks"— securi- 
ties that  are  ignored  by  the  institu- 
tions and  (may)  have  significant  in- 
efficiencies in  their  pricing. 

The  Value  Line  Investment  Survey, 
published  by  Arnold  Bemhard  & 
Co.,  is  another  illustration  of  this 
evolving  definition  of  value.  The 
service  used  to  publish  in  each  issue 
a  list  of  those  securities  among  its 
1,700-stock  universe  that  were  sell- 
ing below  liquidating  value  (current 
assets  less  all  liabilities).  Owing  no 
doubt  to  the  fact  that  this  list  often 
was  empty,  last  year  Value  Line 
dropped  the  list  and  substituted  a 
list  of  "bargain  basement  stocks" — 
stocks  whose  price/earnings  and 
price-to-net-working-capital  ratios 
are  in  the  bottom  quartile. 

Such  stocks  may  very  well  be  ne- 
glected by  Wall  Street,  but  not  nec- 
essarily by  other  Graham-type 
newsletters.  Currently,  for  exam- 
ple, no  fewer  than  11  stocks  are 
recommended  by  two  of  the  news- 
letters mentioned  in  this  column. 
Six  stocks  are  recommended  by 
both  Tlx'  Frudet^t  Speculator  and  Ge- 
neric  Stock  News:  American  Fructose, 
Figgie  International,  Modine  Manu- 
facturing, Signal  Apparel,  A.O. 
Smith  and  Southmark.  And  five 
more  stocks  appear  on  Value  Line's 
"bargain  basement"  list  and  are  rec- 
ommended either  by  Growth  Stock 
Outlook,  The  Prudent  Speculator  or 
Generic  .Stock  News:  Cubic  Corp., 
Dynascan,  Hughes  Supply,  Proler 
International  and  Standard  Pacific. 

While  such  stocks  don't  have  the 
built-in  margin  of  safety  that  Gra- 
ham insisted  on,  they  should  have 
more  downside  protection  than  the 
current  institutional  favorites  with 
high  P/E  ratios.  But  remember  that 
most  of  these  value-oriented  news- 
letters are  also  keeping  much  of 
their  portfolios  in  cash.  ■ 
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Insights 


MONEY  &  INVESTMENTS 


By  David  A.  Levy 


Time  is  running  out.  If  the  Latin  Ameri- 
can debt  problem  isn't  defused  soon,  the 
only  winners  will  be  the  cocaine  lords. 

IT  WON'T  WAIT 


nations.  But  everyone  agreed  that 
things  are  getting  worse  in  the  Latin 
American  economies. 

American  banks  have  fortified 
themselves  by  increasing  their  capi- 
taHzation  and  their  provisions  for 
bad  loans  since  the  debt  crisis  erupt- 
ed in  1982.  But  in  the  debtor  na- 
tions, standards  of  living  have 
plummeted  while  unemployment 
and  inflation  have  mushroomed. 

No  one — not  even  the  Latin  par- 
ticipants— advocated  default.  The 
Latin  countries  depend  on  foreign 
banks  for  export  credits  to  keep 
their  economies  functioning. 

A  novel  proposal  was  offered  by 
Eugene  Rotberg,  executive  vice 
president  at  Merrill  Lynch,  who 
spent  19  years  as  vice  president  and 
treasurer  of  the  World  Bank.  He 
calls  for  a  new  World  Bank  affiliate 
to  guarantee  the  principal  but  not 
the  interest  on  new  bank  loans  to 
LDCs.  These  loans  would  be  tied  to 
specific  projects,  paid  in  stages  and 
could  be  shut  off  if  the  borrowers 
didn't  use  the  money  wisely. 

The  loan  guarantees  are  designed 
to  keep  the  lenders  involved  for  de- 
cades while  limiting  and  delaying 
the  realization  of  losses.  But  the 
guarantees  would  have  no  call  on 
the  callable  capital  of  the  World 
Bank  or  on  U.S.  (or  other)  taxpayers. 

MIT  economist  Rudiger  Dom- 
bush  doubted  that  the  commercial 
banks  would  participate.  Dombush 
quipped  that  "somebody  still  has  to 
guarantee  garbage."  Rotberg's  re- 
sponse: "The  banks  will  participate 
because  they  will  lose  more  if  they 
don't." 

Harold  Lever,  member  of  the  Brit- 
ish House  of  Lords  and  a  famous 
Labourite  economist,  said  flatly 
that  governments  would  have  to 


Last  month  some  of  the  best  minds 
in  economics  and  finance  gathered 
on  the  bucolic  campus  of  Bard  Col- 
lege, 100  miles  north  of  Manhattan, 
to  tackle  the  Latin  American  debt 
problem.  The  participants  ranged 
from  Paul  Volcker  and  Citicorp 
Vice  Chairman  Hans  Angermueller 
to  Carlos  Tello,  the  left-leaning  for- 
mer Mexican  central  bank  director. 

There  is  no  quick  solution,  but 
fmancial  catastrophe  for  the  banks 
and  for  the  indebted  countries  is 
avoidable.  Such  is  the  guarded  opti- 
mism that  this  observer  took  away 
from  the  Oct.  13-15  meeting  of  40 
economists,  bankers  and  statesmen 
at  the  newly  established  Jerome 
Levy  Economics  Institute.  The 
gathering  was  cosponsored  by  the 
National  University  of  Mexico 
iUNAM)  and  Washington  Universi- 
ty in  St.  Louis,  with  partial  funding 
from  the  Ford  Foundation. 

There  was  broad  agreement  that 
the  Baker  Plan  has  proved  inade- 
quate, although  both  Volcker  and 
Angermueller  argued  that  former 
Treasury  Secretary  James  Baker's  ef- 
forts had  led  to  more  responsible 
economic  policies  in  the  indebted 
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provide  funds  to  cover  Latin  Ameri- 
can development  and  external  inter- 
est payments.  ".  .  .  You  cannot  sup- 
port financially  important  global 
economic  and  political  interests  in 
(Latin  America[  without  taking 
some  collective  responsibility  for 
the  risks  and  losses  involved."  Le- 
ver would  also  require  commercial 
banks  to  gradually  write  down  their 
Latin  American  assets. 

Lever's  proposal  won't  fall  on 
willing  ears  in  Washington.  If  the 
Rotberg  plan  could  succeed,  it 
would  sidestep  the  political  obsta- 
cles that  block  large  government 
outlays  from  industrialized  nations. 
As  for  doubts  about  the  banks'  buy- 
ing the  plan,  there  is  only  one  way 
to  find  out — try  to  sell  it.  If  the  plan 
fails,  a  larger  government  role  may 
be  necessary. 

If  the  governments  of  the  indus- 
trialized countries  must  provide 
new  funds,  the  major  export  sur- 
plus/creditor nations  should  bear 
the  heaviest  burdens.  In  short.  Un- 
cle Sam  shouldn't  be  asked  to  pick 
up  the  biggest  part  of  the  cost — nor 
should  the  Japanese  and  Europeans 
expect  us  to.  Senator  Daniel  Patrick 
Moynihan,  addressing  the  confer- 
ence, emphasized  that  other  nations 
see  America's  weakened  financial 
position  more  plainly  than  we  do 
ourselves. 

There  were  other  interesting  pro- 
posals for  dealing  with  the  crisis. 
Professor  Donald  Lessard  of  MIT 
suggests  risk-sharing  debt  instru- 
ments, such  as  Mexican  bonds  with 
coupons  tied  to  oil  prices.  Professor 
David  Felix,  of  Washington  Univer- 
sity, one  of  the  chief  conference  or- 
ganizers, favors  sovereign  loans  to 
provide  foreign  exchange  and  leav- 
ing local  development  financing  to 
local  banks. 

At  any  rate,  there  is  no  shortage 
of  constructive  proposals — the  Bard 
College  meeting  made  that  clear. 
But  what  is  short  is  time.  The  Latin 
American  economies  are  continu- 
ing to  deteriorate  and  so  is  their 
social  stability. 

Let's  be  selfish  about  it:  Even 
ignoring  the  implications  for  Latin 
American  peoples  of  further  deteri- 
oration, we  could  not  afford  the 
consequences  for  the  U.S. — poten- 
tial export  markets  lost,  the  ascent 
of  totalitarian  governments  in  the 
region  and  more  power  in  the  hands 
of  feudal  drug  lords.  The  next  Ad- 
ministration has  an  urgent  problem 
on  its  hands.  So  do  the  governments 
of  Western  Europe  and  Japan.  ■ 
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Forbes  Market/ 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


The  Great  American  Dream  House — 

Models  As  Low  As  $25,000! 

Earn  a  top  living  as  an  Eagle's  Nest  Homes  representative 

—and  live  in  luxury  in  a  stunning  model  home. 


Models  as  low  as  $17  per  sq.  ft. 

•  Interior  and  exterior 
design  flexibility 

•  Remarkably  energy-efficient 

•  Cathedral  ceilings 
and  exterior  decks 

•  Built-in,  expandable 
Home  Computer  Center 

•  FHA  and  VA  accepted 

Unlimited  Income  Potential 

As  an  Eagle's  Nest  Homes  rep- 
resentative, you  have  unhmiled 


income  potential  in  a  defined  territory  And 
the  only  qualification  you  need  is  the  ability  to 
purchase  or  mortgage  a  $25,000  model  which 
may  be  finished  as  a  home  to  live  in,  or  sell,  or 
completed  as  an  office,  condo,  duplex,  or 
other  commercial  enterprise 

CaU  Mr.  Farb 

collect 

(404)  479-9700 


.lll&l  ^1  IOC  ^ 


Momes 


PO  Drawer  1569,  Canton,  GA  30114-1569 


BUSINESS  CONSULTANT 

The  demand  tor  consultanis  is  In- 
creasing as  internal  management  is 
being  replaced  by  outside,  unbiased 
consultants.  We  are  managing  the 
future  and  sharing  it.  Enjoy  the  ad- 
vantage of  being  seH-employed  with 
the  association  and  support  ol  or*  of 
the  largest  and  most  respected  con- 
sulting firms  in  the  country  Full  ex- 
pense paid  training  in  Nev<  Orleans, 
national  advertising,  and  fringe  bene- 
fits Relocation  not  required  Nominal 
refundable  performance  deposit  of 
$7,500  required  Call  for  free  com- 
pany brochure  and  details 
K^in  I  Nitloral  Bu^ntm  Cocaultantt,  Inc. 
IND     Mr  Mark  Simon,  Exac.  V.P 

^  (504)  456-1968 


JOIN  THE  LEADERS  IN 
SALES  &  TECHNOLOGT 

With  over  800  centers  worldwide 
and  the  leading  sales  volume  per  cen- 
ter in  oiu  industry,  Sir. Speedy  can 
make  you  a  leader  tool 

For  details  on  owning  your  own  Sir 
Speedy  Printing  Center,  call: 
1-800-S54-3321 
^        01  wiiie 
^3S<r  Spoody^  Inc. 
PO  Box  30740  Lagum  Hills,  CA  92654 


EXTREMELY  HIGH  INCOME 

POTENTIAL 

PROFESSIONAL  BUSINESS 
OPPORTUNITY 

Established  mil  corp  tias  openings 
tor  a  tew  addl  associates  Offer  low  in- 
terest (sank  loans  to  clients  witti  no  up 
front  fees — venture  capital  and  devi 
capital  (D&B  avail  on  Trust  witti  ac- 
cess to  9  figures) — letters  of  credit, 
guarantees,  etc  Position  requires  a 
successful,  fast-track  type  individual 
witfi  fiigti  past  earnings  Confident 
communicator  a  must  A  $9,800  de- 
posit req  d  if  accepted  (refunded  witti 
1st  closing)  Full  Ing  arxl  con  I  sup- 
port Call  for  CO  pkg  Full  rets  pro- 
vided to  qualified  applicants 
(301)630-6400 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES,  FARMS  i  RANCHES 

FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING! 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  IMC. 


BUSINESS  SERVICES 


ore  PUBLIC  CO 
$340,000.00  CASH 
Looking  to  Merge 

You  need: 
■  $1  Million  sales  •  $300,000.  Profit 
'  Service  Related  IVack  record 

(303)  431-7383 


SELL  IN  JAPAN! 


LiNC  your  pnipcnv  using  our  Tokyo  o*ficc  lo 
reach  MX)  *   Real  Ksiaic  broken*  in  Japan 

Free  tnnsltfion    NO  COMMISSION    Your 

name  lisled  u  conlict  poini  Tear  sheet 
pruvidcd  Only  SI90  for  }  months  listing 

CAI  I     Hon  &  Bunker  Inc. 

1-800-USA-2111 


"EXECLTIVE  PROTKTION  ANAI-VSLS" 

Cufpofale  Tax  Deduction 
Huckvalr  &  Cumui  Associates,  Inc. 

.Socunly  Coasullants 
Mcmbcn>:  AnK'ncan  Stxriety  for  Industrial 
Sccunty  Certified  Prrtection  Professionals 

New  York:  (914)  271-6081 
New  Jersey:  (201)  763-2879 


BUSINESS  OPPORTUNITIES 


Home  Buyers 
Distributors  ♦  Developers 


Join  Our  Winning  Team... 

Tri-Steel  Structures  is  the  nation's 
leading  designer/manufacturer  of 
steel  frame  homes. 


Benefits  of  handling  Tri-Steel 


•High  Energy  Efficiency  (R-30) 
•Affordability   'Low  Maintenance 
•Easy  Future  Expansion 
•Easy  Bolt-together  Steel  Frame 
•One-story,  Two-story  &  Tri-levels 
•Exceptional  Strength 
•Fast  Erection   •Superior  Quality 
•Flexible  Clearspan  Interiors 
•Single  &  Multi-family  Designs 
•Commercial  &  Church  Designs 
•Fire  Resistant 

•Assistance  in  Advertising,  Con- 
struction &  Finance 
•No  Inventory  Requirement 
•Complete  Training  &  Support 
•Standard  or  Custom  Designs 


For  H  FRtE  Color  Pai-kel  &  more  information: 

Cali  ToU  Free:  1-800-TRI-STEEL 


FACSIMILE  MACHINE! 


BY  OWNER 

Autos  BOATS  AIRPLANES 

BUSINESSES  fINE  ART 

HORSES  LUXURY  HOMES 

f^  140  000  INDIVIDUAL  ilSliNGsl 

NO  BROKERAGE 
COMMISSION 

COMPUTER  LISTINGS 
UPDATED  DAILY 


jllHee  1  800  3;"'  Vf, 


FINANCIAL  SERVICES 


HARD  TO  BORROW? 

Guarantees  We  Do  Not  Make  Loans 

MINIMUM:  $100,000.  5-20  YEARS 

THE  FUNDING  ASSISTANCE 

CORPORATION 

USA  (212)  755-9400 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemslones.  Free  wholesale  catalog  since 
l%7'  Member:  Jewelers  Board  of  IVade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucliy  42345 

TOLL  FREE  l-W0426-«352 


Fbrbes:  CapitalistTbol® 


:^«F^«»« 


AJUHBCA-S  LOW  WBCt  FAX  OtSTtll 


WUTQI 


i 


EDUCATIONAL  SERVIC 


FmiY  /U>PROVED  UNlVERSITy 

Economical  home  study  for 
Master's,  Ph.D.,  fully  approved  by 
fomia  State  Department  of  Educ 
Prestigious  bculty  counsels  for  ind 
dent  study  and  life  experience  c 
(5,100  erm)lled  smdents,  500  lac 
Free  information — Richard  ( 
M.D.  (Harvard),  President,  Columb 
cific  University,  Department  3D1  IF 
Third  Street,  San  Rafael,  CA  94901 
Free;  (800)  227-0119;  California;  ( 
552-5522:  or  (415)  459-1650. 


^BACHELOR.MASTER,  DOCTO 

EARN  A  DEGREE  Use  your  past  etperi 

crsdit  towan)  your  daorae  No  classes,  s 

Of  on-campus  attendance  Studies  bill 

your  experience.  Selt-paced  •  Send  I 

For  No  Cost  Ev 

213  27 

911 

WilsMr 

llllls.CA.US 


COLLEGE  DEGREI 

BACHELORS  •  MASTERS  •  IXXmCWi 

ForWorti.  Uteiii<l«c»i 
Expenence  No  dissn 
Mtenbna  Requiit 
Call  (213)  471-11 
Outskto  CalHar 
1  •  800-423-3:1 
or  send  detailed  m  I 
tor  Free  Evaluatic 
Pacific  Western  Universit} 

600  N  SwuMdi  eiMI    OKU  IK  U»  AngaMs  CA  f 


FORBES 
MARKET/CLASSIFI 

Advertising  closing  date  id 
month  preceding  date  of  issi 

Frequency  discounts  aval 
Payment  must  accompany  | 
unless  from  accredited  ager 

FOR  ADDITIONAL  INFORMAT 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET/CLASSIfi 

eOFifttiAvenue,  NewYork,  NY] 
(212)  620-2440 
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1  EXECUTIVE  SERVICES 


EXECUTIVE  SERVICES 


JOB  CHANGING 

t  The  Senior  Executive  Level? 


I  If  you  have  decided  to  make  a  job  change  and  want  to  do  it  with  a  minimum 
f  risk  and  in  the  shortest  amount  of  time ...  call  us  today .  We  are  the  leading 
areer  management  and  outplacement  firm  serving  senior  executives 
iternationally .  Our  practice  is  limited  to  no  more  than  3  new  clients  a  week 
I  each  of  our  offices  ...  as  a  result,  our  clients  enjoy  highly  personalized 
srvice,  complete  discretion  and  fast  market  entry. 
To  leam  more  about  our  services,  please  call  John  E.  Sullivan,  Senior 
artner,  East  Coast  (201)  636-6100  or  DavU  McGough,  Senior  Partner, 
/est  Coast  1  (800)  33-EXECS,  in  confidence. 

EXECUTIVE  RESOURCES  INTERNATIONAL 

CXIioee  in  New  YofK  New  Jersey  and  California.  •    Charter  Member, 
National  Association  of  Career  Development  Cortsultanls. 


REAL  ESTATE 


;.\KE  RIVER,  HELLS  CANYON, 

VHO  5886  Contigous  Block  Acres  on 
'  Snake  River.  114  miles  river  front.  This 
'  ch  features  wheat  fields,  excellent 
'  iting  and  fishing,  winter  grazing  and 

d  mines.  $207.00  per  acre  buys  land 

one  half  Royalties.  Financing  avail- 

( :.  Mail  inquires  to  Austin  Cater,  Cater 

,  estmeot  Corp.  1000  Louisiana  suite 

:0,  Houston,  TX.  77002 


int  your  own  40  acres, 
jnty  of  game  in  these  hills! 
0,000  and  up.  1%  down. 
h  financing. 

Call  303-379-3263 
3rbes  Wagon  Creek  Ranch 

Box  303 
Ft  Garland,  CO  81133 


HORSES 


LIVING  ART 

Finest  Arabian  Horses 
Invesunent-Pleasure-Show 
Private  Showings 
CaU-201-689-2607 


BINDERS 


SUF  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 
Slipcase:  $7.95; 
three  for  $21.95 
Binders:  $9.95 
three  for  $27.95 
Add  $1  per  unit  postage  card 
handling.  Send  check  to: 
JESSE  JONES  BOX  CORP. 
Dept.FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 
Or  call  1-800-972-5858 


REAL  ESTATE 


MAJOR  PRICE  REDUCTION  CODY 

EXECUTIVE  RETREAT.  Adjoining  the 
national  forest  on  two  sides,  this  1,100- 
acie  ranch  lies  at  the  end  of  the  road  in 
its  own  basin.  A  20-mile  drive  from 
Cody.  The  architect-designed,  11-yeai- 
old  main  residence  contains  more  than 
6,000  square  feet,  is  in  top  condition 
and  valued  at  $600,000.  The  original  log 
home  is  a  classic,  in  good  condition, 
and  sited  to  command  a  pamoramic 
view  of  many  of  the  peaks  which  form 
the  southern  boundary  of  Yellowstone. 
A  caretaker's  house,  bam  and  log  rec- 
reation hall  complete  the  ranch.  The 
terrain  includes  rock  palisades,  open 
hills,  lush  spring-fed  valleys,  two 
lakes,  timbered  hillsides,  aspen  groves 
and  a  mountain  stream.  It  is  being  sold 
to  settle  an  estate.  The  price  has  been 
reduced  more  than  20  percent  from  the 
estate  appraisal  to  $1,500,000. 

ENNIS  AREA  FISHING  RANCH.  En- 
:ompassing  more  than  6,000  deeded 
acres  in  a  contiguous  block,  adjacent  to 
the  Beaverhead  Forest.  It  is  located  45 
minutes  southwest  of  Ennis.  It  contains 
the  first  10  miles  of  the  Ruby  River, 
(center  line  estimate)  as  it  exits  the  for- 
est. This  river  is  private  and  kept  open 
year-round  by  a  warm  spring  creek — 
and  outstanding  rainbow  and  brown 
trout  fishery.  Elk  are  abundant.  Lush 
river  bottoms,  gravity  flow  benchland 
sprinklers  and  mountain  summer  pas- 
tures make  it  an  ideal  home  for  many 
species  of  wildlife.  The  600-animal  unit 
Uvestock  operation  supports  the  prop- 
erty. Priced  at  $400  per  deeded  acre. 

YELLOWSTONE  PARK  BOUNDARY 
RANCH.  Located  south  of  Livingston 
on  the  north  boundary  of  Yellowstone 
Park,  perhaps  the  most  spectacular 
ranch  in  Montana.  Three  mountain  val- 
leys converge  on  it.  From  the  ranch 
headquarters  one  commands  a  180  de- 
gree vista  of  high  mountain  peaks. 
1,935  contigous  acres  and  no  public  ac- 
cess to  the  national  forest  on  its  bound- 
ary, the  ranch  is  totally  private,  yet 
accessable  year-round.  Priced  at  less 
than  $2,000  per  acre.  Contact  exclusive 
agent  for  seller  Hall  and  Hall,  Inc. 
P.O.  Box  1924,  Billings,  Mont.  59103. 
(406)  252-2155  or  (406)  682-7583 


SHARING 


IS  CARING 


WINE  CELLARS 


WINE  CE' 


BUV 


-\\\^ 


Best 


Dealer 
Inquiries  Invited 


WtWUlNolBe  UndenoU-Catt  us  First. 


*-^WlNECELLARS 


MtKU 

440  Bottle  Capacity 
700  Bottle  Capacity 
250  Bottle  Capacity 
2S0G  (full  see-thru  door) 
296  Credenza  (Low  Boy) 


RctsU  Your  Com 

$2494  $1695 
3495  1995 
1795  1395 
2195  1695 
2495     1695 


Separate  Cooling  Units:  48755° 
600  Bottle  Commercial  Unit  4995 

880  Bottle  Double  Wide  Unit  4495 

1400  Bottle  Capacity  6500 

60  Bottle,  glass  door  699 


3495 

2995 

3795 

599 


t  wood  unit— Not  hsnd-i 


Custom  Cellars  &  Racking  Systems  *  Call  for  our  catalog 
WlNECELLARS-CISA     (800)  7-7-VlNO  or  (800)  777-8466 
«  839So.LaBreaAve.  •  Los  Angeles.  C  A  90036  ♦  Olympic  Sales  Co 
*  Vhsa/MC/AmEx/Discover*WeShipAnywhere!*        Since  1947 


CORPORATE  ITEMS 


Make  your 
training  messages 
stick  with  humor. 

Learn  how  from 
John  Cleese, 

Free  8  minute  vi<ieo 
rental  with  your  first 
order  of  Video  Arts 
program  in  man- 
agement, seUing, 
and  customer  care. 

For  a  FREE 
catalog  call: 

VIDEO 
ARTS 


In 


1-800-553-0091 

xI69 

IL  1-3I2-291-I008 

xl69 


BUILDING  SUPPLIES 


£xcellence  inQak 


Meticulously  detailed  oak  interiors 
and  entrances  for  prestigious 
homes  and  businesses. 
Our  handmade  door, 
moulding,  prehanging 
and  prefinishing 
systems  are  produced 
on  a  limited  basis  by 
master  craftsmen. 

Send  S5  for  28  page 
brocburc.  at  $12  for 
complete  portfolio. 


•Boz89ft-F 
Ignacio.  00  61137 
800/24S-3667  Ext.  F 


EXECUTIVE  GIFTS 


HONOR  A  FRIEND,  CUENT  OR 
ASSOCIATE  WITH  THE  MOST 
UNIQUE,  RULER  EVER  MADE 


POUND 

STERLING 

■-  SILVERRULER! 

practical,  elegant,  engraved  to  order 

It  takes  over  one  ounce  of  Sterling  Silver 
to  make  every  inch  of  this  unique  12-inch 
and  30-centimeter  ruler  that  weighs  a  full 
troy  pound. 

Each  ruler  is  a  unique  hand  finished 
"edition  of  one,"  engraved  with  your 
name  or  the  name  of  the  friend,  valued 
client  or  associate  you  wish  to  honor,  (or 
any  other  message). 

A  unique,  enduring  way  to  measure 
achievement — and  honor  it.  Minted  in  a 
rich  Florentine  Finish  with  inch  and  met- 
ric scales,  and  engraved  to  order  at  $300 
each,  plus  $5  shipping  and  insurance  or  in 
deluxe  velvet  linedcaseof  genuine  Walnut 
at  $329  each  plus  $5.  No  tax  required. 

AN  EXCLUSIVE  CREATION  FROM 
Precioiu  Metal*-  D«pt.  BN13 
3  North  New  St..  Dover,  Delaware  19901 
TO  ORDER:  Send  Check  or  money  order,  speci- 
fying quantity,  engraving  inatructiona,  regular 
or  deluxe.  For  faateat  aervice  order  by  telephone, 
•even  days  and  charge  to  MasterCard,  Vtaa,  or 
American  Expreaa. 

CALL  TOLL  FREE: 

1-800-443-9393 

or  1-a00-3S1-10T2 


COMPUTERS 


Radio /haek-TANDY 


Our  lOth  year  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 

Fgt   Prepaid   Save  Tax 
r^  Toll  Free  800-231-3680 

■I  mflRYfTlflC  INDUSTRIESINC 
22511  Kaly  Fwy 
Kaiy  (Houslon)  TX  77450 
1-713-392-0747  Telex:  774132 


I. 
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Streetwalker 


Edited  by  Thomas  Jaffe 


J 


Billion-dollar  reasons 
to  play  it  safe 

The  parade  of  multibillion-dollar 
bids,  restructurings  and  the  like 
marches  on,  making  money  for  some 
lucky  shareholders  and  billions  for 
the  takeover  barons:  RJR  Nabisco, 
Philip  Morris,  Kraft,  all  at  fat  premi- 
ums to  the  prices  at  which  they  had 
been  trading.  How  come  this  contin- 
ued deal  mania  hasn't  triggered  a  sus- 
tained rally  in  the  market?  For  the 
simple  reason  that  it  doesn't  seem  to 
be  flowing  back  into  stocks  across  the 
board.  Indeed,  about  all  that's  hap- 
pened so  far  is  some  short  bursts  of 
buying,  followed  by  equally  aggres- 
sive bursts  of  profit  taking. 

Given  these  huge  premiums. 
Streetwalker  would  be  hard  pressed  to 
argue  that  the  market  isn't  cheap.  But 
so  what?  Investors  ought  not  to  be 
buying  the  market.  They  ought  to  be 
buying  mdividual  stocks.  Which 
stocks?  Undervalued  ones,  of  course. 
But  the  plain  fact  is  that  while  many 
companies  may  be  undervalued  in  the 
marketplace  by  billions,  their  poten- 
tial will  likely  not  be  unlocked  unless 
big  investors  such  as  Kohlberg  Kravis 
Roberts  &.  Co.  come  along  with  the 
cash  and  financial  knowhow  to  do  it. 
Unless  you  have  inside  information 
or  are  one  of  the  giant  players,  luck 
has  overtaken  intelligence  as  the  key 
to  successful  investing. 

Small  investors  may  understand 
this  distinction  between  potential 
value  and  realized  profits  better  than 
they  are  generally  given  credit  for. 
Why  have  they  stayed  on  the  sidelines 
since  the  October  1987  crash?  The 
answer  usually  given  is  that  they  are 
afraid  of  the  market's  volatility.  Fair 
enough.  But  there's  more  to  it  than 
that.  On  some  level,  many  probably 
recognize  that  the  current  biddmg  up 
of  takeover  targets  bears  little  relation 
to  whether  the  market  at  large  should 
rise  or  fall.  What's  more,  they  may  do 
better  by  keeping  their  money  in  cer- 
tificates of  deposit  and  other  variable- 
rate  debt  instruments,  which  stand  to 
gain  if  the  big  LBOs  and  recapitaliza- 
tions help  to  drive  up  interest  rates. 

To  anyone  who  fears  a  recession, 
9%  on  15-year  Treasurys  '  icsn't  look 
too  shabby.  Nor  do  the  w  extra 
points  you  can  get  in  )unk  be  vm 
worth  the  risk  if  a  recession  .  ks 
down  some  of  these  highly  levi.       cd 
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takeover  structures. 

The  individual  investor  is  out- 
classed by  the  pros  when  it  comes  to 
playing  the  takeover  game  and  knows 
it.  Under  the  circumstances,  staying 
on  the  sidelines  with  a  good  chunk  of 
one's  capital  isn't  timidity;  it's  just 
plain  prudence. 

Some  like  'em  small 

Whatever  stock  market  action  ex- 
ists today  is  in  the  big  company 
takeovers,  with  the  rest  of  the  list 
yawning  and  the  small  company 
stocks  snoozing. 

Where  will  the  action  be  next?  In- 
vestment guru  John  Marks  Temple- 
ton  believes  that  smaller-cap  stocks 
are  about  to  return  to  favor.  During  a 
recent  talk  in  Chicago,  Templeton 
noted  that  price/earnings  ratios  of 
emerging  growth  stocks  usually  range 
from  a  low  of  1 .0  times  the  P/E  multi- 
ple for  the  S&.P  500  to  a  high  of  2.2 
times.  They  are  now  at  1.01  times, 
virtually  the  bottom  of  the  historical 
range.  Templeton  also  reminded  his 
audience  that  emerging  growth  stocks 
tend  to  be  out  of  favor  for  about  five 
years,  then  return  to  favor.  We  are 
nearing  the  end  of  such  an  out-of- 
favor  period,  he  says. 

On  the  overall  market,  incidental- 
ly, Templeton  is  also  optimistic.  Bear 
markets,  he  observes,  on  average  last 
about  14  months  and  usually  drop  by 
one-third.  Furthermore,  there  are  usu- 
ally two  bear  markets  every  ten  years. 
He  thinks  we  are  in  this  decade's  sec- 
ond bear  market  now,  and  that  it  be- 
gan in  September  1987 — which 
means  we  are  in  the  13th  month  and 
counting.  History  does  not  repeat,  but 
patterns  sometimes  do. 


Wrong  number 

Just  because  a  company  survives 
one  takeover  battle  doesn't  mean 
It's  home  free.  Consider  Goodyear 
Tire  &.  Rubber  Co.  Two  years  after 
loading  itself  up  with  debt  in  a  mas- 
sive recapitalization  to  escape  Sir 
James  Goldsmith's  claws,  the  $10.6 
billion  (estimated  1988  sales)  giant  is 
back  on  many  Wall  Street  target  lists. 
Streetwalker  has  heard  breakup  valu- 
ations ranging  as  high  as  $  1 00  a  share. 
The  market  doesn't  believe  the  sto- 
ry. At  a  recent  SlVa,  the  shares  are 


down  more  than  20%  since  last 
spring.  One  big  problem:  For  nearly 
two  years  Goodyear  has  been  trying 
unsuccessfully  to  sell  a  pipeline  it  is 
building  to  transport  oil  from  Califor- 
nia to  Texas.  Analyst  Robert  Reitzes, 
of  New  York's  Mabon,  Nugent  &  Co., 
notes  that  for  a  variety  of  reasons  the 
pipeline  could  be  difficult  to  sell  at  a 
decent  price.  Reitzes  is  concerned 
that  if  the  pipeline  doesn't  fetch  what 
Goodyear  says  it's  worth  ($1.4  bil- 
lion), the  company  may  have  to  take  a 
big  writeoff  on  the  asset.  This,  when 
earnings  are  under  pressure  because  of 
higher  raw  material  prices  and  wage 


Goodyear  production  line 
Tiresotne  takeover  tale? 

costs  as  well  as  increased  competi 
tion.  Whereas  Goodyear  netted  $7.27 
a  share  in  1987,  he  expects  earnings  tc 
be  stuck  in  the  $6-to-$7-a-share  range^ 
both  this  year  and  next. 

Reitzes  isn't  altogether  down  oi 
Goodyear,  mind  you.  He  gives  high' 
marks  to  its  tires,  chemicals,  engi 
neered  plastics  and  rubber  products 
Cash  flow  is  strong — about  $12.50  a 
share.  Unfortunately,  the  company  is 
expected  to  spend  $15  a  share  thi 
year  and  next,  and  it  still  labors  undeij 
a  relatively  high  64%  debt-to-capital 
ratio  (thank  you,  Sir  Jimmy).  Reitzes 
figures  current  cash  flow  could  only 
support  a  takeover  in  the  $65-to-$70; 
a-share  range.  A  premium  to  market, 
but  a  far  crv  from  $100. 
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Keals  in  steel? 

Lots  of  strength  in  the  specialty  steel 
I  stocks  these  days.  Birmingham 
teel  Corp.,  the  minimill  company 
un  by  veteran  industrialist  E.  Man- 
ell  de  Windt,  recently  hit  a  new  high 
i  245/8  on  the  NYSE.  Also  on  the  Big 
ioard,  cash-rich  scrap  metal  processor 
'roler  International  is  up  nearly  70% 
ince  it  was  highlighted  by  Street- 
walker two  years  ago  (Dec.  29,  1986). 
Lecent  price,  62. 

Analyst  Jordan  Estra,  who  follows 
he  specialty  steel  industry  for  Ma- 
on,  Nugent  &  Co.,  has  buys  out  on 
irmingham,  Proler  and  several  other 
teelmakers.  He  notes  that  sheet  and 
trip  products,  the  largest  segment  of 
he  stainless  steel  market,  have 
rown  three  times  faster  than  the 
iNP  over  the  last  four  years.  Further- 
iiore,  the  capital  goods  market, 
|/hich  consumes  80%  to  85%  of  all 
tainless  and  specialty  steel  products, 
■;  continuing  to  grow  rapidly.  Ex- 
orts,  thanks  to  the  relative  weakness 
f  the  dollar,  are  strong.  And  the  in- 
roduction  of  new  technologies  has 
;ept  margins  from  being  squeezed  in 
his  cyclical  industry. 

Besides  Birmingham  and  Proler,  Es- 
ra  is  recommending  $1.1  billion  (esti- 
aated  1988  sales)  Allegheny  Ludlum 
"orp.,  the  leading  producer  of  stain- 
2SS  sheet  and  strip.  Acquired  by  man- 
gement  from  scandal-soiled  Alleghe- 
ly  International  in  1980,  the  compa- 
went  public  in  May  1987  at  25. 
vi-cent  NYSE  price:  31 '/s.  Estra  is 
ooking  for  $5.20  a  share  in  1989, 
Qore  than  double  1987's  net.  There 
re  22.6  million  shares  outstanding. 

Estra  also  likes  $585  million  (esti- 
■  oated  1988  sales)  Lukens  Inc.,  of 
'roatesville.  Pa.  Recently  at  25^4  on 
he  Big  Board,  the  company  is  a  low- 
est producer  of  heavy  plate  steel.  Es- 
ra  looks  for  earnings  of  $3.65  a  share 
his  year,  $4.35  in  1989.  Lukens  also 
rades  for  six  times  next  year's  esti- 
aate  (8.5  million  shares  outstanding). 

His  final  pick  is  $460  million  (esti- 
nated  1988  sales)  Quanex  Corp.  of 
louston.  Clobbered  by  the  energy  re- 
ession,  Quanex  makes  hot  rolled 
pecialty  steel  bars,  seamless  as  well 
s  welded  steel  tubing  and  custom 
orgings  of  titanium  and  super  alloys, 
^ter  losing  money  in  1986  and  barely 
freaking  even  last  year,  Estra  thinks 
Operating  improvements  at  an  Arkan- 
as  bar  mill  will  help  Quanex  earn 
1.75  a  share  in  1988.  The  following 
ear  he  expects  $2.25.  Recent  NYSE 
iTce:  14.  Again,  that's  )ust  six  times 
as  1989  projection.  There  are  12.3 
aiUion  shares  outstanding. 
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Read  two  at  night, 
Wake  inspired  in  the 
morning 

The  original  volume  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  was  a  bedside 
book,  a  traveling  companion,  an  ideal  birthday 
or  holiday  gift,  even  part  of  the  new  employee 
program  at  a  firm  of  business  consultants. 

Now  in  a  handsome  blue  cloth  slipcase,  the 
expanded  two-volume  edition  of  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
being  offered  to  Forbes  readers. 

The  result  of  patient  culling  month  by  month 
over  a  number  of  years,  each  volume  contains 
some  3,500  polished  gems  of  wisdom  from 
the  great  authors  of  Greece  and  Rome  down 
to  our  own  day. 

The  pages  are  generously  laid  out  on  good 
quality  paper,  a  pleasure  to  browse  through  and 
savor  at  random,  a  Thought  or  two  at  a  time. 
Alternatively,  a  special  index  allows  the  pursuit 
of  themes  such  as  thoughts  on  Courage,  Patriotism, 
Faith,  Romance  and  Taxes. 

The  binding  is  blue  cloth  with  matching  slipcase.  The  lettering  on  the 
spine  is  imprinted  in  gold. 

The  price  for  the  two  volume  set,  $31 .95,  is  a  nice  saving  on  the  per  volume 
price  of  $18.50.  To  order,  simply  fill  out  and  mail  the  coupon  below. 


The  original  volume.  500  pages,  approximately 
3,500  Thoughts.  Same  binding  as  two-volume  set. 
Only  $18.50 


r' 

Forbes    DEPT  T,  60  FIFTH  AVENUE,  NEW  YORK,  NY  10011 

Send  me  the  2-volume  boxed  set  of  The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life.  My  check  for  the  special  price  of  $31 .95  enclosed. 

Send  me  the  original  one-volume  collection.  My  check  for  $18.50  enclosed. 

Send  to                                                            ^  '^"^^^  '">'  '='"'''  '^^ 

■n 

(please  print)                                               D  American  Express 

L. 

Address                                                                                        D  MasterCard 

.J 

D  VISA 

City                            State         Zip 

All  prices  include  postage  and  handling  charges.  Please  add       ^"^  "^"^  Number 
appropriate  sales  tax  on  New  York  State  orders  and  other 

states  where  applicable.                                                       Expiration  date 
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The  Chinese  know  we  mean  business  China-i 
one  of  the  business  world's  final  frontiers.  If  yoii. 
do   business  there,   you   know   precisely   hovyj 
highly  our  magazine  is  regarded.  With  our  sub 
stantial  readership  of  500,000,  we  are,  very  sim 
ply,  China's  link  to  the  world  business  commu] 
nity.  We  are  the  international  business  handbool 
of  top  government  and  trade  officials.  If  you  an 
considering  marketing  to  China,  consider  als< 
that  for  very  low  cost  your  ad  can  run  in  Businesi 
Week's  International  Business  and  Managemeni 


For  further  information  contact:  Hal  Berry  212/512-3867 
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"The  more  things  change " 

Items  from  past  issues  of  Forbes 

»eveiity  years  a^  in  Forbes 

'rom  the  issue  of  November  16,  1918) 
Right  has  triumphed.  Autocracy  has 
'Cen  slain.  Mankind  enters  a  new  era, 
n  era  in  which  justice,  not  force,  will 
eign.  We  are  witnessing  the  rebirth  of 
reedom  for  all  races.  The  overthrow 
f  imperial  tyrants  must  not,  howev- 
r,  be  followed  by  efforts  to  enthrone 
nother  type  of  tyrant  heretofore  at 
he  other  end  of  the  social  scale.  The 
/orld  must  be  on  guard  against  the 
pint  of  Bolshevism." 

'Jie  Army  took  uniformed  women  tele- 
he, )je  operators  overseas  in  World  War  I 


*    ft     "^    *t<^i5^ft5 


iixty  years  agp 

rum  the  issue  of  November  15,  1928) 
There  is  but  one  door  to  industry.  That 
>  the  shop  door.  A  man  running  a 
usiness  has  got  to  know  how  things 
re  made,  and  he  can  best  acquire  that 
jiowledge  by  making  them.  As  has 
'cen  said  before,  we  learn  best  by  doing, 
^y  man  who  has  never  worked  at  the 
tasic  operations  in  his  business  is  at  a 
remendous  disadvantage.  Other  peo- 
ile  are  telling  him  how  to  run  his  affairs 
vhenhe  should  know,  himself." 

— Henry  Ford 

'Prophetic  of  the  potentialities  of  the 
lircraft  industry  and  its  impending 
nass  production  is  the  growth  of  the 
ioeing  Airplane  Co.,  Seattle,  which  in 
he  span  of  a  dozen  years  has  in- 
reased  its  payroll  from  12  to  950;  its 
nvestment  has  now  passed  the  $7 
nillion  mark,  with  a  plant  capacity  of 
airplanes  a  day,  or  200  per  month." 

ifty  years  a^ 

'in  the  issue  of  November  15,  1938) 

The  only  practical  method  of  han- 

ng  an  investigation  of  the  industri- 

^ystem  today  is  to  assume  that  peo- 

are  entitled  to  want  what  they 

Lially  do  want;  and  to  define  eco- 

niic    efficiency    as    giving    people 

at  they  want.  Anything  else  in- 


Adfor  1939  model  Dodge  shows  strong  appeal  of  streamlining  in  the  late  1930s 


volves  deciding  (and  ultimately  trying 
to  tell  people)  what  they  ought  to 
want,  which  becomes  tyranny  pure 
and  simple." — A. A.  Berle  Jr. 

"Two  big  truckmakers — General  Mo- 
tors, International  Harvester — an- 
nounce comprehensive  lines  of  diesel- 
powered  trucks  for  1939,  first  time 
either  company  has  offered  them  ex- 
cept on  made-to-order  basis.  .  .  ." 

Twenty-five  years  ago 

(From  the  issue  of  November  15,  1963  J 
"The  Russian  crop  failures  that 
sparked  the  on-again-off-again  negoti- 
ations for  American  wheat  in  recent 
months  had  a  less-publicized  side  ef- 
fect. Not  only  does  Russia  lack  wheat 
for  bread,  it  also  lacks  wheat  for  the 
Russian  water  of  life,  vodka.  Result: 
Russian  negotiators  last  month  were 
said  to  be  quietly  conferring  with  an 
American  distiller  to  buy  20  million 
gallons  of  pure  grain  alcohol." 

"The  [Ford]  Foundation  has  been  liv- 
ing off  capital  for  years  now,  but  the 
more  it  spends  the  more  capital  it 
seems  to  have.  Between  1956  and 
1962,  for  example,  the  Foundation 
gave  away  $1.4  billion,  some  $637 
million  more  than  its  investments 
earned.  Nevertheless,  during  the 
same  period  the  market  value  of  its 
assets  rose  from  $2.8  billion  in  1956 
to  $3.3  billion  last  year." 

"The  public  just  couldn't  seem  to  get 
enough.  Any  kind  of  common  stock — 
provided  that  it  was  'new' — was  ea- 
gerly snapped  up.  If  it  was  a  small 
company  with  a  familiar  name,  so 
much  the  better.  In  1 96 1  offerings  of 
corporate  common  stock  soared  to 
$2.5  billion,  a  79%  increase  from  $1.4 
billion  the  year  before.  Nothing 
seemed  to  stop  the  craze.  .  .  .  Then 
abruptly,  the  boom  collapsed." 


Ten  years  ago 

(From  the  issue  of  November  13,  1978) 
"For  better  or  worse,  condomania  is 
transforming  Chicago  from  a  city  of 
renters  into  a  city  of  property  owners. 
Since  1973 — when  large-scale  conver- 
sions began — the  number  of  Chica- 
go's rental  units  declined  from 
925,000  to  902,000  this  year,  while 
single-family  dwellings  jumped  from 
290,000  to  335,000  units,  because  of 
condominiums." 


Mj^num 


Nixon  in  1973-74,  Carter  in  1977-78, 
show  strain  of  a  year  in  the  White  House 

"The  headlines  were  ominous  indeed 
last  month  when  1,800  members  of 
the  United  Auto  Workers  union 
turned  down  a  contract  and  staged  a 
wildcat  strike  at  Volkswagen's  New 
Stanton,  Pa.  assembly  plant.  The 
strike  was  said  to  be  hobbling  VW's 
efforts  to  get  its  new  $300  million 
facility,  opened  last  spring,  up  to  full 
production,  and  was  reported  to  be 
worrying  other  foreign  automakers 
considering  U.S.  assembly  facilities. 
Now  that  the  dust  has  settled,  howev- 
er, it  is  clear  that  the  real  story  wasn't 
the  strike  .  .  .  but  the  speed  with 
which  UAW  leadership  got  the  work- 
ers back  on  the  line." 


ORBES,  NOVEMBER  14,  1988 


I. 


375 


It  is  easier  to  pretend  to  be 
what  you  are  not  than  to  hide 
what  you  really  are;  but  he  that 
accomplishes  both  has  little 
to  learn  in  hypocrisy. 
Charles  Caleb  Colton 


'Thou  shalt  not  get  found  out' 
is  not  one  of  God's 
commandments;  and  no  man 
can  be  saved  by  trying 
to  keep  It. 
Leonard  Bacon 


The  only  means  of  strengthening 
one's  intellect  is  to  make  up 
one's  mind  about  nothing — to 
let  the  mind  be  a  thoroughfare 
for  all  thoughts. 
John  Keats 


To  exist  is  to  change,  to 
change  is  to  mature,  to 
mature  is  to  go  on 
creatmg  oneself  endlessly. 
Henri  Bergson 


Great  minds  are  those  that 
disguise  their  limits,  that 
mask  their  mediocrity. 
Joseph  Joubert 


We  do  not  succeed  in  changmg 
things  according  to  our  desire, 
but  gradually  our 
desire  changes. 
Marcel  Proust 


If  honesty  did  not  exist,  we 
ought  to  invent  it  as  the  best 
means  of  getting  rich. 

MlRABEAU 


Docility  is  the  observable 
half  of  reason. 
George  Santayana 


Man's  judgments  of  value 
follow  directly  his  wishes  for 
happiness — they  are  an  attempt 
to  support  his  illusions 
with  arguments. 
SiGMUND  Freud 


Thoughts 

on  the  Business  of  Life 


Those  who  most  fear  changes  are 
persons  conscious  that  they  are  not 
earning  their  money'  or  filling  their 
place  as  well  as  it  could  be  filled 
by<  someone  else.  We  fellow  who 
ktiows  he  is  giving  two  dollars'  worth 
ofsenicefor  one  dollar's 
remuneration  welcomes  an 
investigation  ofwlxit  is  what.  The  right 
kind  of  worker  has  nothing  to  fear, 
nothing  to  hide.  His  record  will  stand 
scrutiny  He  feels  t/xit  the  revealing  of 
the  facts  to  the  boss  may  win  him  the 
advancement  he  deserves. 
B.C.  Forbes 


The  lust  for  comfort,  that 
stealthy  thing  that  enters  the 
house  as  a  guest  and  then 
becomes  a  host  and 
then  a  master. 
Joseph  Conrad 


Times  change  and  men  deteriorate. 
Gesta  Romanorum 


There  is  no  such  thing  as  an 
absolute  value  in  this  world. 
You  can  only  estimate  what 
a  thing  is  worth  to  you. 
Charles  Dudley  Warner 


The  world  is  always  curious, 

and  people  become  valuable 

merely  for  their 

inaccessibility. 

F.  Scott  Fitzgerald 


More  than  6,000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3.000 
■Thoughts."  Price:  $18.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  won.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  apphcahle 


Nothing  is  intrinsically 
valuable;  the  value  of  everything 
is  attributed  to  it,  assigned 
it  from  outside  the 
thing  itself. 
John  Barth 


Change  lays  her  hand  not 
upon  the  truth. 
Algernon  Swinburne 


If  you  tell  the  truth  you  don't 
have  to  remember  anything. 
Mark  Twain 


The  beautiful  souls  are  they 
that  are  universal,  open,  and 
ready  for  all  things. 
Michel  de  Montaigne 


You  can  be  sincere  and  still 
be  stupid. 
Charles  Kettering 


A  Text . . . 

For  he  that  thinketh  in  his 
heart,  so  is  he:  Eat  and  drink, 
saith  he  to  thee;  but  his  heart 
is  not  with  thee. 
Prox'erbs  23:7 


Sent  in  by  James  Prior,  Hairisburg,  Pa. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Veracity  is  the  heart  of  morality. 
Thomas  Huxley 


Weak  people  cannot  be  sincere. 
La  Rochefoucauld 


A  loafer  never  works  except 
when  there  is  a  fire;  then  he 
will  carry  out  more  furniture 
than  anybody. 
Ed  Howe 
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As  a  parent,  you  expect  to  rnal<e 
certain  sacrifices  for  your  children. 

Your  Hawaiian  vacation  for  their 
college  education. 

Your  new  set  of  golf  clubs  for  their 
new  set  of  braces. 

Your  really  great  sports  car  for  a 
really  sedate  family  sedan. 

You  gladly  do  all  these  things  for 
your  l<ids. 

Except  give  up  your  sports  car. 


Tliere  are  times,  after  all,  when 
as  a  parent  you  just  have  to  put  your 
foot  down. 

Which  is  exactly  the  idea  behind 
the  new  Nissan®  Maxima® 

The  4 -Door  Sports  Car™ 

Put  your  foot  down  and  you'll 
quicUy  discover  its  3-liter,  multi-port, 
fuel-injected  V6.  Derived  from  our 
powerful  Z-Car  engine,  it  churns  out 
160  horsepower  and  keeps  pace  with 
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COVER  STORY 

192  How  The  Government 

Subsidizes  Leveraged  Takeovers 

By  Launi  Saiinthrs 

Who's    to    blame    for    the    takeover 

binge?  Would  you  believe  Congress? 

COMPANIES 

42     General  Motors 

Byjerr)'  llint 

Its  profits  are  up,  even  as  the  company 

shrinks  capacity. 

46    Brunswick  Corp. 

By  lloudiii  Rti(t)iilsk'\ 

If  you're  hankering  for  a  new  or  used 

boat  and  have  cash,  wait  a  year. 

52    Anthony  Industries,  Inc. 

By  Film  I'dKLs 

It  makes  money  on  everything  from 

swimming  pools  to  light  poles. 

59     Barris  Industries 

By  l.iM  (lulhttiich 

Once  touted  as  the  next  MCA,  its 

partners  now  barely  converse. 

62    The  Up  &  Comers: 
Ultimate  Corp. 

By  Tatuoui  I'ouschnu' 
Sometimes  problems  pop  up  on  the 
balance  sheet  before  the  income  state- 
ment. Also:  Fleming  H.  Rcvcll,  Inc.; 
Tyco  Toys  Inc. 


74    Bonneville  Pacific  Corp. 

By  James  Cook 

Some  electric  power  producers  are  re- 
luctant to  expand,  but  not  this  one. 


91     Delta  Air  Lines 

By  I louarcl BcDiks 

Can  its   relaxed  management 

weather  the  turbulence  ahead? 


style 


126  Leaseway  Transportation 

By  Jack'  Wil!oui>hhy 

This  debt-laden  buyout  is  an  accident 

waiting  to  happen. 

186  James  River  Corp. 

By  Janet  .Xutack 

Has  the  paper  industry's  S5  billion 

behemoth  lost  its  edge? 

187  Symbol  Technologies 

By  Robert  T  Cheies 

It's  earning  22%   gross  margins  on 

sales  of  a  unique  gadget. 

196  Sears,  Roebuck  &  Co. 

By  Steie  Wciiiir 

Investors  arc  bearish,  but  they  just 

might  be  dead  wrong. 

200  Browning-Ferris  Industries 

By  Janet  Xoiack' 

It's  cleaning  up  in  the  waste  business, 

and  plans  to  continue  that  way. 

219  ServiceMaster  Co. 

By  CJxirles  Sikr 

It  began  cleaning  hospitals  and  fac- 
tories. Now  for  your  kitchen  floor. 

222  Abbott  Laboratories 

By  Rick  Reiff 

Is    it    running   scared    as    Carnation 

moves  into  infant  formulas? 


NATO  bead  Manfred  Womer 


INDUSTRIES 

41     Efficiency  Is  Not  Enough 

By  Rtttb  Simon 

U.S.  steelmakers  can  finally  beat  for- 
eign rivals  in  the  U.S.  market. 

48     Foreclosure  Follies 

By  Richard  Bebar 

When  home  values  fluctuate,  bam- 

boozlers  multiply  like  bacteria. 

106  Fools  Rush  In 

By  Matthew  Schifrin 

Banks  got  into  the  bond  trustee  busi- 
ness to  earn  easy  fees.  Surprise! 

138  Battling  For  A  Bleachhead 

By  Alyssa  A.  Uippen 

Clorox  has  gotten  mighty  P&.G  riled 

up,  and  a  fight  has  begun. 

160  Rent-A-Docs 

By  f-llen  Paris 

Freelance  physicians?   More  doctors 

are  taking  down  their  shingles. 

172  Hopeful  News  On  Garbage 
By  James  Cook 

Why  do  we  have  so  much  trouble  cop- 
ing with  garbage?  Allocating  cleanup 
costs  is  the  reason. 

204  In  Pecunia  Veritas? 

By  Cretchen  Morgetison 

Suddenly  universities  want  a  share  of 

the  profits  from  their  research. 

LABOR 

116  Fair— To  Whom? 

By  Ralph  Km^Jr 

Has  the  concept  of  employee  rights 

gone  too  far? 
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166  Can  Justice  Be  Accredited? 

By  Deirdre  Fanning 

Here's  a  fetching  notion  for  upgrad 

ing  state  courts.  But  is  it  practical? 


INTERNATIONAL 


37    Of  Japanese  Beef  And  Oranges 

By  Gale  Eisenstodt 

Japan  is  opening  its  market  to  U.S. 

beef  and  citrus  products.  Good  news? 


39    Latin  America's  Debt  Swap  Woes 

By  Patrice  Duggan 

Swaps  were  supposed  to  help  reduce 

the  Latin  debt  problem.  What  else? 

94    Creditors  Call  The  Tune 

By  Richard  L  Stem 

Japan  may  soon  be  the  world's  finan- 
cial leader. 

98    Bring  The  Boys  Home? 

By  Peter  Fuhrman 

The  U.S.  pays  over  65%  of  NATO's 

defense  bill.  Is  this  fair? 

130  Ports  In  A  Storm 

By  Marc  Beauchamp 
With  Pacific   trade   booming,    these 
should  be  the  best  of  times  on  the 
western  waterfront.  Sorry. 

INVESTING 

38    Turning  Carrots  Into  Turnips? 

By  Richard  L  Stem 

Looking  for  bargains  in  real  estate? 

Sam  Zell  says  watch  out. 

110  The  Funds: 

Making  Book  On  Book  Value 

By  Jonathan  Clements 

Value  investor  Richard  Fontaine  likes 

to  buy  what  \yall  Street  hates. 

134  If  It  Moves,  Package  It? 

By  Laura  Jereski 

Banks  sell  all  kinds  of  loans  as  packaged 

securities.  Is  the  accounting  sound? 

287  Statistical  Spotlight: 
Stocks  For  The  Nervous 

By  Evan  Sturza 

Afraid  of  a  recession?  Here  are  some 
stocks  to  calm  your  jitters.  Also: 
Those  precious  brand  names. 


204  University  research 


298  Streetwalker 

The  market;  Chrysler  Corp.;  Echlin 
Inc.;  Edison  Brothers  Stores;  Bird  Inc. 

NUMBERS  GAME 

170  The  Unlevel  Accounting  Field 

By  Penelope  Wang 

Flere's  one  more  reason  foreigners  are 

buying  so  much  of  America. 

COMPUTERS/COMMUNICATIONS 

226  Canada  Inc. 

By  Ignatius  Chithelen 
What  happened  when  Northern  Tele- 
com moved  beyond  its  borders. 

227  Pay-If-You-Want  Software 

By  Mike  Hogan 

For  software  firms  sharing  is  a  good 

way  to  beat  the  competition. 

230  Defensive  Engineering 

By  Ignatius  Chithelen 

Chemical   suppliers  react   to   cheap 

computer  imaging. 

SCIENCE  &  TECHNOLOGY 

234  Don't  Screw  It,  Glue  It 

By  Gary  Slutsker 

The  composites  in  your  tennis  racket 

are  changing  the  aerospace  industry. 

240  Gotcha! 

By  Kathleen  K.  Wiegner 

Chemical  sleuths  are  getting  better 

all  the  time. 

MARKETING 

242  The  Marketing  Of  A  Despot 

By  Pranay  Gupte 

Good  public  relations  can  dress  up  the 

image  even  of  a  Marxist  dictator. 


PERSONAL  AFFAIRS 


255  Deals  On  Meals 

By  William  G.  Flanagan 

and  Edward  Giltenan 

Some  restaurant  customers  are  paying 

a  lot  less  for  their  meals  than  you  are. 

Also:  Sotheby's  Art  Market  Trends. 
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266  Costly  But  Priceless 

By  Dyan  Machan 

Considering  a  detour  to  Washington? 
The  money's  lousy  but  you  just  can't 
beat  the  experience.  Also:  Quitting 
The  Rat  Race. 
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Laura  Saunders 


Does  Wall  Street  really  need  this  tax  break? 

I  for  one  have  no  objection  to     '""'  fji^a«<% 

mergers,  acquisitions  and  lever- 
aged buyouts,  all  of  w^hich  play  a 
useful  role  in  our  financial  eco- 
logical system.  But  as  a  taxpayer 
it  bums  me  up  to  know  that  our 
tax  system  subsidizes  a  v^hole 
tribe  of  get-rich-quick  takeover 
artists.  If  you  are  unaw^are  or 
only  dimly  aware  of  this  scan- 
dal, lose  no  time  in  reading  this 
issue's  cover  story,  "How  the 
government  subsidizes  lever- 
aged takeovers."  President-elect 
George  Bush  favors  restoring 
the  capital  gains  tax  preference  as  a  means  of  encouraging  job- 
creating  investment.  He  should  also  ask  Congress  to  end  this 
double  taxation  of  dividends,  which  is  encouraging — indeed 
forcing —  U.S.  industry  to  leverage  itself  to  the  hilt.  He  could  do 
so  without  diminishing  federal  revenues,  Laura  Saunders  re 
ports,  starting  on  page  192. 

What's  Japanese  for  "ride  'em,  cowbojr"? 

One  of  the  most  delicate  issues  facing  the  Bush  Administration 
and  the  new  Congress  is  our  relationship  with  Japan  and  the 
Japanese.  Two  articles  in  this  issue  point  out  how  Japan's 
economic  strength  manifests  itself  in  new  and  enhanced  ways. 

For  example,  Japan  has  finally  agreed  to  admit  more  U.S.  beef 
and  citrus  fruits.  Good.  Extra  exports  to  lessen  the  deficit  in  om 
balance  of  trade.  But  guess  what:  Japanese  businesses  have 
moved  to  get  a  piece  of  that  new  action  for  themselves.  In 
"Boeuf  a  I'orange  a  la  Japonaise"  (page  37)  Gale  Eisenstodt  tells 
how  Japanese  are  buying  U.S.  cattle  ranches  and  citrus  groves  to 
produce  for  the  Japanese  market.  On  page  94,  in  "It's  a  fact  of 
life — creditors  call  the  tune,"  Richard  Stem  explains  why  Japa 
nese  banks  and  brokerage  firms  have  a  substantial  advantage 
over  U.S.  competitors  when  it  comes  to  penetrating  intema 
tional  markets. 

The  U.S.  can  respond  to  these  challenges  in  one  of  two  ways. 
We  can  follow  Western  Europe  and  simply  slam  the  door  on  the 
Japanese.  Or  we  can  respond  positively  to  their  challenge  by 
becoming  more  efficient,  keeping  down  taxes  and  freeing  our 
industry  from  unnecessary  litigation  and  regulation.  If  Presi- 
dent-elect Bush  takes  the  latter  path,  all  of  us,  Japanese  and 
Americans  alike,  will  be  better  off. 

What's  a  rational  panic? 

Columnist  David  Dreman  (page  290)  reports  that  the  learned 
folks  who  said  last  Oct.  19  couldn't  happen  are  back  with  an 
unintentionally  hilarious  explanation  ("rational  panic")  of  why 
it  did  happen.  Mark  Hulbert  (page  294)  drives  yet  another  nail 
into  the  efficient  market  hypothesis  with  a  "runs  test"  on 
investment  letter  performance.  Ashby  Bladen  (page  292)  re- 
members what  happened  when  Perm-Central  defaulted  in  1970 
and  almost  set  off  a  chain  reaction  in  the  capital  markets. 


C^Editor 
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Turn  the  Holidays  to  Gold 


A  holiday  present  with  a  brilliant  future.  That  shows  the  special  people 
in  your  life  that  you  treasure  them  in  a  special  wa\.  Put  an  extra  jingle 
into  the  holidays  and  give  a  gift  that's  worth  its  weight  in  gold. 

American  Eagle  one  ounce,  half-ounce,  quarter-ounce  and  tenth-ounce 
gold  coins  and  one  ounce  silver  coins  are  on  sale  at  coin  and  precious 
metal  dealers  and  participating  banks  and  brokers.  To  find  out  where 
else  Santa  stores  them,  call  1-800-USA-GOLD,  Ext.  79. 
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AMERICAN  EAGLES. 
WORTH  THEIR  WEIGHT  IN  GOLD. 
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Follow-Through 


Business  as 
usual 

May  2.  1988 


market  a  scrubber,  developed  by 
Dragon,  that  would  reduce  sulfur  di- 
oxide emissions  from  fossil  fuel  burn- 
ing plants.— Philip  Glouchevitch 


At  last, 
some  relief 

Nov.  2,  1987 


Louisiana,  among  the  poorest  states 
I  in  the  union,  was  struggling  last 
spring  with  excessive  spending  and 
inadequate  tax  revenue.  A  new  gover- 
nor, former  Democratic  congressman 
Charles  (Buddy)  Roemer,  vowed 
tough  fiscal  reform,  mcluding  higher 
taxes  and  deep  cuts  in  state  spending. 
Forbes  questioned  whether  Louisi- 
ana's citizens  would  stand  for  it. 

We  were  right.  Last  month  the 
Louisiana  House  of  Representatives 
killed  a  package  of  bills  that  would 
have  effectively  raised  personal  in- 
come and  property  taxes.  Roemer's 
supporters  charged  political  coward- 
ice, while  opponents  charged  that  the 
governor's  plan  unfairly  hit  the  mid- 
dle class.  Meanwhile,  the  state's  bud- 
get for  the  fiscal  year  starting  next 
summer  is  already  $600  million  in  the 
hole. — William  P.  Barrett 


Indian 
Thanksgiving 

May  20,  1985 
Daniel  ZiUdxt 


'auie's  I'assamaquoddy  Indians 
.had  big  plans  3'/2  years  ago  for 
$4U.3  milhon  received  from  the  gov- 
ernment as  settlement  of  a  suit  over 
ancestral  lands  Forbes  lauded  the 
tribe  for  treating;  Tribal  Assets  Man- 
agement, an  investment  bank  that 
put  up  $2  million  ot  the  tribe's  money 
toward  the  $2  million  leveraged 
buyout  of  Dragoi.  I'roducts,  a  cement 
and  ready-mix  con  business. 

Now  it's  harvest  ti  'or  the  Passa- 
maquoddys.  Last  moi  they  com- 
pleted the  resale  of  Dra^  ''roducts 
for  $81.3  million  to  a  Mas  usetts- 
bascd  company  owned  by  li  Span- 
ish cement  producers.  TLi,  tribe 
stands  to  clear  $60  million  for  u-^  tive- 
year  investment  The  enterprising  ,n- 
dians  are  now  looking  to  diversify  arJ 


The  Taxpayers'  Bill  of  Rights  was  a 
good  way  to  provide  some  relief  to 
those  befuddled  and  misused  by  the 
IRS,  Forbes  wrote  last  year,  if  only 
Congress  would  pass  it.  That  relief 
included  forcing  the  IRS  to  explain 
and  Itemize  taxes,  penalties  and  inter- 
est owed,  allowing  for  recovery  of  pro- 
fessional fees  and  costs  on  successful 
appeals  of  IRS  actions,  and  permitting 
civil  suits  against  the  IRS  where  it 
wrongfully  collected  taxes. 

Now  Congress  has  passed  the  bill, 
but  not  without  weakening  certain 
provisions.  For  instance,  only  those 
professional  costs  incurred  after  the 
IRS  Office  of  Appeals  has  acted  can  be 
recovered,  and  a  successful  damage 
suit  against  the  IRS  for  wrongful  col- 
lection of  taxes  would  require  the  tax- 
payer to  prove  that  the  IRS  acted  reck- 
lessly, not  just  negligently.  In  con- 
trast, taxpayers  and  tax  preparers  are 
subject  to  penalties  for  negligence, 
and  have  been  for  years. — P.G. 


From  t>ad 
to  worse 

July  11.  1988 
I'roU'siinf'  Israeli 
iforken 


Koor  and  the  economic  left  have  tal< 
en  some  telling  blows.  In  the  recen 
election,  Koor's  traditional  ally,  th 
prosocialist    Labor    Party,    lost    tw 
seats  in  the  Knesset.  War-and-peac 
issues  dominated,  but  negative  pub 
licity  surrounding  the  company  an 
the  loss  of  almost  4,000  jobs  in  198 
because  of  Koor  shutdowns  hurt  La 
bor.  Last  year's  heavy  losses  were  fol 
lowed  by  an  estimated  $70  millioil 
loss  for  the  first  six  months  of  1988| 
And  last  month  Bankers  Trust  asked 
Tel  Aviv  court  to  assign  a  tempora: 
liquidator  for  the  company  after  i 
failed  to  pay  some  $20  million  owei 
on  $175  million  in  financing  arrange 
by  the  bank.  The  court  has  granted  j| 
30-day  stay.  Drexel  says  it's  workiu] 
with  Koor,  which  had  about  $2.8  bil 
lion  in  total  liabilities  in  1987,  anc 
expects  Koor  to  meet  its  January  198S 
$6.3  million  interest  payment  on  tht 
bond  issue.  Wall  Street  has  its  doubts 
the  bonds  have  dropped  from  85  cents 
on  the  dollar  to  less  than  70  cents 
recently. — Matthew  Schifrin 


StiUwild 
out  West 

/Vpr  27,  1981 
Vancouver  Stock 
Exchange 


Koor  Industries,  Israel's  largest  in- 
dustrial conglomerate,  needed 
capital  to  shore  up  its  operations, 
Forbes  reported  this  summer.  Some 
relief  came  from  a  Drexel  Bumham 
1986  bond  issue  that  provided  $105 
million  of  12%  bonds.  Forbes  saw  the 
bond  issue  for  the  union-owned  com- 
pany as  an  indication  that  Koor  was  in 
serious  trouble  and  that  socialism  as  a 
whole  was  in  retreat  in  Israel. 
Wc  were  right  on  both  counts,  as 


With  Its  lax  regulation  and  en- 
forcement, the  Vancouver  Stock 
Exchange  was  hip-deep  in  hustlers 
and  shady  dealers,  Forbes  reported 
back  in  1981.  Exchange  leaders  argued 
that  market  forces  would  weed  out 
the  bad  guys. 

Whatever  market  forces  may  be  do- 
ing, it  isn't  enough.  Trading  volume, 
hammered  by  failures  in  the  ex- 
change's dominant  industries,  is 
down  sharply  in  1988.  Worse,  the  past 
seven  years  have  seen  a  host  of  major 
scandals  rock  Vancouver,  including 
one  involving  Adnan  Khashoggi,  who 
made  millions  of  dollars  from  shell 
companies  as  the  rest  of  his  empire 
was  falling  apart.  The  exchange  s 
credibility  has  also  been  hurt  by  a 
continuing  move  by  legitimate  com- 
panies to  trade  on  other  exchanges. 
Solutions?  Exchange  officials  point  to 
a  beefed-up  investigations  team,  a 
new  computerized  trading  system, 
and  consultant  studies.  — Ronit  Addis 
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FALCON  90t 


It  was  created  by  a  team  of 


engineers  whose  mission  is 


not  to  follow  the  market,  but 


to  lead  the  aviation  world. 


Designed  and  fabricated  to 


a  higher  standard,  it  performs 


at  a  higher  standard.  It  is 


arguably  the  most  precise 


flying  instrument  ever  placed 


in  the  hands  of  civihan  pilots. 


It  is  no  mere  business  jet. 


It  is  the  Falcon  Jet. 


A  higher  standard. 


For  information,  call  Roger  Hazelton, 

Senior  Vice  President  of  Marketing,  at  (201)393-8056. 


Teterboro.  New  Jersey  07608 


Forbes  Informer 


Eklited  by  Gretchen  Morgenson 


Taxing  tarheels 

No  matter  who  eventually  ends  up 
owning  RJR  Nabisco,  one  big  winner 
in  taking  the  company  private  will  be 
the  state  of  North  Carolina.  Some 
20%  of  the  company's  stock  is  be- 
lieved to  be  held  by  investors  hving  in 
the  state,  which  was  home  to  R.J. 
Reynolds  Tobacco  Co.  for  more  than  a 
century. 

While  half  of  that  stock  may  be  in 
pension  and  401(k)  plans,  over  20  mil- 

Ulustrauons  by  John  Sex^i 


lion  shares  are  in  private  hands.  With 
a  7%  state  tax  on  capital  gains,  and 
millions  of  those  shares  bought  at  low 
prices  and  held  for  decades,  the  wind- 
fall for  the  state  could  easily  surpass 
$100  million. 

Further  gains  to  the  state  will  come 
from  the  stock  held  in  its  own  pen- 
sion fund,  which  could  equal  $25  mil- 
lion. All  that  makes  Raleigh  look  like 
fat  city.— Edward  F.  Cone 

Bass  are  bitiiig 

Employees  f  Times  Publishing  Co., 
parent  of  the  unmensely  profitable  .s/ 
Pewnhurfi  Tir>i<s  woke  up  in  early  No- 
vember to  find  that  40%  of  the  com- 
pany's voting  common  shares  had 
been  sold  to  ;i  group  headed  by  Robert 
M.  Bass.  Em  irra.ssing  for  the  staff  of 
this  rcspectti  >iirnal,  tht-  story  broke 
first  in  the  To,  pa  I)ihum;  the  Times' 
bitter  rival,  witi.  vhom  it  has  been 
battling  for  circulai    n. 

But    Se  story  isn't      jr  yet.  Ba  s  is 
not  just  going  to  be  a  pas  i  /e  inves-  iir; 
anyone  who  knows  him  realizes  thit 
Here's  what's  at  stake: 

Last  summer,  Anne  Poynter  |a- 
mison  Parker  and  Mary  Alice  Jamison 
Griffin,  nieces  of  the  paper's  late  o\s  a- 
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er  and  publisher.  Nelson  Poynter,  of- 
fered to  sell  back  to  the  company  the 
shares  they  had  inherited.  Why  did 
the  nieces  want  to  sell?  Although 
they  held  40%  of  the  company's  com- 
mon shares,  their  returns  were  paltry. 
They  were  paid  a  total  of  $200,000  in 
1987  dividends. 

By  contrast,  $3  million  went  to 
holders  of  nonvoting  preferred  stock, 
87%  of  which  is  owned  by  the 
Poynter  Institute  for  Media  Studies. 
This  tax-exempt  St.  Petersburg  orga- 
nization was  set  up  by  Poynter  before 
his  death  in  1978.  He  wanted  to  pre- 
vent his  company  from  falling  into  an 
outsider's  hands.  It  may  have  had  the 
opposite  effect. 

When  Parker  and  Griffin  made 
noises  about  selling  out,  Eugene  Pat- 
terson, then  chief  executive  of  the 
Times  Co.,  reportedly  offered  them 
less  than  $10  million — this  for  40%  of 
a  company  that  made  an  estimated 
$40  million  in  operating  income  last 
year.  The  women  were  outraged.  So 
they  sold  their  40%  to  Bass  for  be- 
tween $20  million  and  $40  million. 

What  now?  Surely  Bass  will  not  be 
content  to  sit  with  an  investment  that 
returns  only  $200,000  a  year.  Specula- 
tion says  he  will  launch  a  suit  to  force 
management  to  redeem  the  preferred 
stock.  If  the  suit  succeeds  and  that 
happens,  Bass  would  wind  up  with 
40%  of  a  company  easily  worth  $650 
million.  Not  a  bad  return  on  his 
investment. — John  H.  Taylor 

In  the  ring 
with  Ted  Turner 

Turner  Broadcasting  System  paid 
around  $5  million  earlier  this  month 
for  most  of  the  assets  of  the  National 
Wrestling  Alliance,  a  distant  number 
two  in  the  U.S.  wrestling  biz  to  Vince 
McMahon's  World  Wrestling  Federa- 


tion (Forbes,  Oct.  17],  home  of  th 
amazing  Hulk  Hogan. 

Ted  Turner's  first  order  of  busines 
will  be  to  shore  up  the  NWA,  whos 
previous  owners,  the  Crockett  faroil 
of  Charlotte,  N.C.,  were  said  to  t 
stretched  thin  financially.  The  Ns 
tional  Wrestling  Alliance  is  alread 
an  important  program  supplier  fc 
Turner;  its  weekly  shows  have  bee 
among  the  highest  rated  on  his  supe: 
station.  In  the  last  year,  though,  ra 
ings  have  fallen  for  the  Saturday  nigh 
program  by  23% . 

Can  Turner  wrestle  the  competj 
tion  to  the  groimd?  It  won't  be  easy 
He  can't  hire  away  World  Wrestlin 
Federation  talent,  because  the  two  ojb 
ganizations  have  different  styles  an| 
audiences.  The  WWF  is  known  for  it' 
flamboyant  personalities,  whereas  thi 
NWA  favors  more  hard-core,  violent 
action.  More  important,  McMahon'! 
WWF  has  the  lucrative  market  for  liv' 
gates  locked  up,  with  a  stranglehol 
on  arena  bookers  in  most  cities.  Jus* 
remember  guys,  no  kicking,  biting  c( 
gouging. — Eric  Schmuckler 


Starving  on  Wall  Street 

Fellow  named  Jan  Stuart  is  parked  in  , 
Winnebago  across  the  street  from  th 
New  York  Stock  Exchange  and  ha 
been  on  a  hunger  strike  since  lat 
October. 

What's    he    protesting?    Obscen 
profits  for  takeover  artists?  Nothin 
of  the  kind.  He's  peeved  at  the  finani 
cial  folk  because  they  won't  rais 


(ni>rxc  l-inmiOullim 


WWV-'s  Hulk'  lloiidti  lifsus  IVWA's  Tcci  Tunur 
Remember  gMtym,  no  kicking,  biting  or  gouging 
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money  for  his  men's  grooming  and 
cosmetics  business,  the  Jan  Stuart 
Corp.  And  he's  protesting  the  govern- 
ment's indifference,  as  he  sees  it,  to 
struggHng  small  business  owners. 
Stuart  has  lost  18  pounds  (prestrike  he 
weighed  190),  but  nobody  has  forked 
over  the  $10  million  or  so  he  says  he 
needs.  "Mine  is  a  viable  business,  the 
potential  is  enormous.  1  believe  so 
much  in  what  I'm  doing,  it  is  my 
rehgion,"  he  says. 

If  he  doesn't  get  the  dough,  he  could 
surely  sell  his  story  to  the  movies  for 
a  script  a  la  Wall  Street.  You  know  the 
plot:  Greedy  high  finance  destroys  he- 
roic entrepreneur. 

Is  U.S.  Shoe  serious? 

U.S.  shoe  Corp.  put  itself  on  the  block 
in  August,  but  the  Cincinnati-based 
shoemaker  and  specialty  retailer 
(sales,  $2.2  billion)  has  had  no  takers. 
Some  folks  are  wondering  if  Chair- 
man Philip  Barach  is  really  serious 
about  selling. 

Seems  Barach  has  chased  away  a 
potentially  serious  buyer  for  his  Lens- 
Crafters  chain  of  optical  stores,  the 
company's  crown  jewel.  A  group 
headed  by  Dean  Butler,  who  founded 
the  chain  and  sold  it  to  U.S.  Shoe  in 
1984,  approached  the  company  with 
an  interest  in  buying  LensCrafters. 
But,  according  to  Butler's  investment 
banker,  Barach  refused  to  hand  over 
financial  data  that  Butler  needed  to 
make  his  bid.  So  he  had  no  choice  but 
to  drop  out. 

Part  of  Barach's  reticence  could  be 
plain  pique.  Sources  say  he's  mad  at 
Butler  for  opening  LensCrafters-like 
stores  abroad.  But  for  shareholders, 
Barach's  could  turn  out  to  be  a  pretty 
costly  tantrum. 

Of  course,  Barach  might  have  an- 
other reason  for  spuming  Butler's  of- 
fer: If  the  stock  stays  low,  he  could 
eventually  take  the  company  private 
himself.  Barach  calls  the  whole  story 
"totally  inaccurate"  but  refuses  to 
discuss  it.— E.S. 
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We  hope  you'll  visit  our  distillem  someday  and  meet  some  of  the  folks  who  make  Jack  Daniel  s 

TOUGH  OLD  BIRDS  like  Herb  Fanning  here 
are  why  you'll  continue  to  find  Jack  Daniel's 
so  smooth. 

Mr  Fanning  has  held  every  job  in  our  Hollow. 

So  he  knows  his  whiskey  inside  out.  And  though 

he's  long  retired  these  days,  we 

occasionally  bring  him  back  to  check 

on  things.  You  see,  we  know  there's  a 

certain  rareness  you've  come  to  expect 

in  Jack  Daniel's.  We  can't  ever  risk 

changing  that.  And  with  prideful 

watchdogs  like  Herb  on  the  scene, 

we  don't  think  \ve  ever  will. 


SMOOTH 
TENNESSEE 


SIPPIN ' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Mctlcw,  Proprietor.  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
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O  Digital  (-Aiiiii' 


ul  ALl  IN  1  arc  irailrnurks  of  Diuilal  Kqinpniinl  (".ir[Mirali.>n  rimsM  .iiul  Suave-  .in-  if  jili-m.irk>  ol  I  Iclinc  (  iirli>.  In 


I 


''With  Digital, 
Helene  Curtis 

not  only  competes 

with  larger 

companies  but 

comes  out  ahead." 


"Digital's  ALL-IN-l'"  office  infor- 
mation network  is  just  what  we  need- 
ed to  compete  with  the  giants  of  the 
packaged  goods  industry.  The  flexibil- 
ity and  responsiveness  it  provides  is 
key  to  our  success  in  maintaining  a 
leadership  position,  with  the  two  top 
haircare  brands -Finesse'"  and  Suave™- 
in  America. 

"We  now  have  immediate  access 
to  R&D.  Manufacturing.  Financial 
information.  Digital  integrates  easily 
with  systems  already  in  place.  It  en- 
hances communications  throughout 
the  organization.  Our  people  are  see- 
ing the  benefits  of  faster  turnaround 
and  faster  response.  We're  exploiting 
that  to  our  advantage. 

"As  fast  as  we've  grown,  Digital 
has  kept  right  in  step  with  our  expan- 
sion. Because  of  that,  Digital  will  be 
an  important  part  of  our  future  and 
help  in  meeting  our  next  challenge: 
successfully  competing  with  multi- 
nationals on  a  global  basis." 

The  rewards  of  working  together. 

With  Digital's  office  information  sys- 
tem, you  can  enhance  communications 
throughout  your  entire  organization. 

Today,  with  more  computer 
networks  in  place  than  anyone  else, 
Digital  gives  you  an  elegandy  simple 
way  for  your  people  to  work  together 
more  productively,  more  creatively, 
more  efficiendy,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742.  Or  call 
your  local  sales  office. 

A  way  to  work  together  like  never 

'^°"  Digital 

has 

it 

now. 


Kight  in  the  heart  of  Houston's 
Financial  and  Theater  Districts. 
Complimentary  Limousine  down- 
town, full  health  club  facilities.  Most 
importandy,  a  staff  dedicated  to  your 
personal  service. 


H 


iLANCASTER 


701  Tool  Akkm.  Houitun.  Tcnu  77002 
713/228-9500  ■  800/231-0336  •  Tela  790-506 

A  Member  of  Small  Luxury  Hotels 
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Readers  Say 


Dont  mention  it 

Sir:  Good  for  you  in  ignoring  the  first 
anniversary  of  the  October  1987  crash 
(Side  Lines,  Oct.  3V  Not  only  did  the 
Republic  survive  the  crash,  the  econo- 
my grew,  employment  rose  and  cor- 
porate earnings  increased. 
— Robert  A  Dresser 
Los  Angeles,  Calif. 


Rich  list  slips 

Sir:  Marvin  Davis  is  indeed  a  success- 
ful businessman  (Tlje  Forbes  Four  Hun- 
dred, Oct.  24),  but  you  give  him  too 
much  credit  in  his  association  with 
the  soon-to-open  Beverly  Hills  Carne- 
gie Delicatessen.  You  list  Leo  Steiner, 
founder  of  the  original  New  York  din- 
ing spa,  as  his  partner.  Even  Marvin 
couldn't  pull  this  one  off.  Steiner 
passed  away  in  1987. 
— Lee  Solters 
New  York,  NY. 

Sir:  Your  abbreviated  history  of  the 
Stone  family  implies  that  my  brother 
Norman  and  1  left  Russia  about  1890 
with  our  father.  Norman  and  I  were 
bom  in  Chicago. 

You  also  imply  that  I  must  be  at 
least  98  years  old.  While  I  am  working 
to  reach  that  age,  1  still  have  20  years 
to  go. 

— Manm  N.  Stone 
Chicago,  III. 

Sir:  It  was  of  interest  to  me  that  my 
name  appeared  in  the  magazine  over 
50  times,  but  never  with  an  upper- 
case "H." 
—Robert  Half 
Palm  Beach.  Fla 


Since  you  asked 

Sir:  You  wondered  what  I  have  been 
up  to  in  my  year  as  Secretary  of  Com- 
merce. Some  of  the  initiatives  include 
the  Export  Now  program  to  boost  ex- 
ports; establishing  a  clearing  house  to 
collect  information  on  the  internal 
European  Community  market  in 
1992;  coordinating  efforts  to  pool 
technology  on  High  Definition  Tele- 
vision; launching  a  coastal  environ- 
mental quality  initiative;  carrying  out 
our  program  for  a  Drug  Free  Work- 
place; automating  the  patent  system 
and  working  with  the  justice  Depart- 
ment to  help  American  companies 


pool  information  on  research  and  pr 
duction  without  fear  of  violating  tl 
antitrust  laws. 
— C.  William  Verity 
Secretary  of  Commerce 
Washington,  DC. 


Helicopter  safety 

Sir:  In  our  article  on  Tiltrotor  aircra 
[Forbes,  Oct.  17]  the  sentence  "Hell 
copters  have  the  worst  safety  recoi 
in  aviation"  should  have  made  clci 
that  the  comparison  concerned  con' 
mercial  passenger  aviation.  In  certai 
segments  of  general  aviation,  helico] 
ter  safety  compares  favorably  wit 
conventional  fixed-wing  aircraft. 
— Houard  Banks 
Forbes 
Washington,  DC. 


Shhhhh! 

Sir:  I  take  issue  with  your  article  "D 
you  know  the  way  to  San  Jose?"  (Oc 
17).  While  snook  and  tarpon  are  frd 
quently  caught  along  the  rivers  on  th 
Caribbean  side,  marlin  is  a  deep-se 
fish,  more  commonly  hooked  fror 
spots  on  the  Pacific  side  of  Costa  Rics 
Please  make  this  your  last  article  oj 
Costa  Rica.  I'd  like  it  to  stay  peaceful 
stunningly  beautiful,  and  still  a  secre 
when  I  retire. 
—Joseph  H.  Demont 
Dai  CIO  Citw  Philippines 


Doesnt  add  up 

Sir:  Re  "Bad  math,  bad  advice"  (In 
former,  Oct.  1  ^).  There  is  nothing  erro 
neous  about  the  math  in  the  formula: 
in  our  exam  or  study  guide  materials 
Had  the  information  provided  b^ 
Messrs.  Schwartz  and  Allen  had  an} 
legitimacy,  we  would  have  respondec 
by  correcting  our  materials. 
— Nan  S.  Mead 
Director  of  Communications, 
College  for  Fituincial  Planning 
Denver,  Colo. 
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Where  credit  is  due 

Sir:  I  was  pleased  to  read  your  glowinf 
review  (Fact  and  Comment,  Oct.  31)  o\ 
77.)c  American  Ryperience  in  Vietnam  as 
"a  publishing  milestone."  You  were, 
however,  misleadingly  abstemious  in 
your  placement  of  credit. 
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The  person  who  deserves  all  the 
redit  for  generating  the  single-vol- 
;me  history,  The  American  Experience 
■2  Vietnam,  is  my  former  managing 
ditor,  Mr.  Paul  Dreyfus.  Secondly, 

[lublishers  of  the  trade  edition  are 
V.W.   Norton,   without   whose   col- 
aboration   and   financing   the   book 
vould  not  have  been  possible. 
-Robert  Manning 

I  Boston,  Mass. 


rheiise  tax 

>ir:  When  a  sales  tax  is  not  collected 
[t  the  time  of  a  mail-order  purchase, 
luyers  owe  a  "use  tax"  to  the  state 
vhere  the  goods  are  shipped.  Through 
nterstate  information  exchange 
igreements  and  a  new  nine-state  joint 

riudit  effort,  himdreds  of  thousands  of 
ndividuals  who  took  advice  similar 
:o  yours  to  "avoid  sales  taxes"  (The 
Joeer  catalogs,  Oct.  1 7)  are  receiving  use 
:ax  bills  which  include  penalty  and 
1  interest.  New  York  State  is  a  leader  in 
diat  effort. 
—James  W.  "il/etzler 
Commissioner, 

I  'itate  of  New  York 

:    Department  of  Taxation  and  Finance 

Albany,  N.Y. 


Fires  in  the  parks 

,Sir:  Re  your  comments  on  the  Yel- 
lowstone National  Park  forest  fires 

■/Fact  and  Comment  II,  Oct.  17).  In  the 
long  run,  the  "let  bum"  attitude  to- 
ward naturally  caused  fires  is  intend- 
ed to  prevent  the  buildup  of  excess 

I  fuel  and  return  the  forest  to  a  more 
stable  state.  In  Yellowstone's  case, 
the  "let  bum"  decision  produced  an 
alarmingly  large  one-time  correction 
to  the  fuel  buildup,  and  illustrated  the 
long-term  risks  that  are  inherent  in 
fire  suppression. 

There  has  never  been  a  laissez-faire 
policy  in  the  national  parks.  If  any- 
thing, there  has  been  too  much  well- 
intended  but  ultimately  misguided 
intervention.  The  National  Park  Ser- 
vice has  been  slowly  changing  man- 
agement practices  to  prevent  the  very 
thing  that  happened  in  Yellowstone, 

;  and  deserves  our  support. 

j  — Daniel  Smith 

I  El  Cerrito,  Calif. 

'  Sir:  How  strange  that  MSF  Jr.  should 
find  laissez-faire  inapplicable  to  na- 
ture. Where  does  he  think  we  got  the 
idea? 

— Robert  Saunders 
Charlottesville,  Va. 
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No  one  can  guarantee  they'll  be  in  business  forever.  But 
for  the  past  100  years.  Telautograph  Coi-poration  has  been 
supporting  its  customers  with  excellent  facsimile  products 
racked  by  responsive  senice.  And  that's  a  commitment 
we're  making  for  the  next  100  years. 

Our  Omnifax  line  of  digita',  ^, 
::acsimile  consistently  eanis 
top  ratings  when  it  comes  to 
reliability  senice.  price  anc 
performance.  For  more  infor-    - 
mation  or  a  demonstration. 
CALLTOLL FREE 800-221-8330.     .  •    '-        ' 


aMNIn4X 


ihf  L,S,.C.wac.i&  Purr.i'RK\i  cy  Tt-aiuo,.;r.->.pr>.''i-p( 


Call  Ford^ 
Truck  Hotline 


— iimiiigiaii/^ 


about  Ford^ 
hot  truck  line! 

Call  1-800-FORD-lST 
and  Join  iheNAforkfetcel 


TRUCKS 
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It  was  the  second  largest  debt/ 
equity  swap  in  Mexico's  history. 

Whirlpool  Corporation  wanted  to 
enter  into  a  joint  venture  with 
Vitromatic  S.A.  de  C.V.,  the  appliance 
subsidiary  of  Vitro  S.A.  They  chose 
First  Chicago  to  act  as  financial 
advisor 

Our  advice:  a  debt /equity  swap  was 
the  best  funding  option  Whirlpool 
agreed,  and  we  went  w  work  structur- 
ing the  deal.  And  after  reviewing  our 
proposal,  the  Mexican  government 


gave  us  a  go,  but  only  if  we  could 
complete  the  deal  in  five  weeks. 

So  we  sourced  $108.4  million  in 
Mexican  debt  at  nearly  half  its  face 
value- in  less  than  three  weeks.  Then 
we  traded  it  for  pesos,  and  Whirlpool 
used  the  net  peso  proceeds  to  buy  a 
49%  equity  share  in  the  new  joint 
venture. 

Bradley  J.  Bell.  Whirlpools  treasurer, 
sums  it  up  this  way:  "It  was  an  aggres- 
sive timetable,  but  First  Chicago  had 
the  expertise,  contacts  and  resources 


to  get  the  many  facets  of  this  deal 
pulled  together  on  scheduler 

Our  capabilities  in  Latin  America 
are  proven.  From  M8As  and  divesti- 
tures to  debt  trading  and  risk  insur- 
ance, our  professionals  bring  local 
market  expertise  to  every  deal. 

We  did  it  for  Whirlpool,  and  we  ca, 
do  it  for  you.  Call  Abelardo  Curdumi. 
senior  vice  president  for  Latin  Amerii 
at  (312)  732-5047. 

Give  us  a  tough  one.  We'll  go  throuc 
the  wringer  to  make  it  happen. 


The  M08,000,000  debt/equity  swap 
that  got  Whirlpool  ¥K>ffkiii9  on 

foreign  soil. 


PerfonnaiKe  has  always  been  a  Chicago  tradition. 

FIRST  CHICAGO 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


BUSH'S  BIG  WIN  WILL  HELP 

|[f  George  Bush  had  eked  out  his  win,  the  freshly  elected, 
hable  Democratic  majorities  in  the  Senate  and  the  House 
'  )uld  have  been  tempted  to  patronize  if  not  bully  the  new 
esident. 

But  a  win  by  nearly  7  million  votes,  a  win  by  54%  to 
%,  an  Electoral  College  win  of  426  to  1 12  is  big.  Nearly  a 
idslide.  It's  wryly  amusing  to  have  the  L-word  pundits 
.inimizing  the  size  of  the  victory. 
The  smart  heads  in  House  and  Senate — of  which  there 
I  many — recognize  that  the  only  mandate  both  they  and 


HIM  DEAL  WITH  CONGRESS 

the  new  President  share  is  not  to  tear  each  other  up  but  to 
cooperate  to  the  utmost  degree  possible. 

The  President-elect  is  a  fair  and  reasonable  fellow  who 
likes  to  get  along.  But  he  isn't  going  to  be  pushed  around  or 
easily  rolled  over. 

Anyway,  who's  to  say  a  Mexican  standoff  wouldn't 
work  out  for  the  best?  Imagine,  neither  one  able  to  get  a 
damn  thing  done.  If  it  turns  out  as  having  no  government 
has  turned  out  for  Italy,  it  could  be  a  blessing. 

Please,  I'm  only  kidding — ? 


HAS  NO  ONE  THE  BRAIN,  GUTS  TO  BLOW  THE  WHISTLE  ON  S&Ls? 


Every  day  himdreds  of  hopelessly  insolvent,  or  nearly  so, 
vings  &.  loan  companies  are  freely  adding  tens  of  $mil- 
ms  to  the  mind-boggling  Sbillions  that  you  and  I  will 
ive  to  ante  up  to  cover  their  U.S. -insured  depositors 

■  hen  these  outfits  go  belly-up. 
The  one-third  of  the  savings  &.  loans  that  are  sound  and 

I  ilvent  could  be  even  further  heavily  hit  by  assessments  to 
lore  up  some  of  the  multiple  scoimdrels  at  this  moment 

;  ill  freely,  flamboyantly  grasping  deposits  to  keep  from 

;  cing  justice. 


Can  you  believe  this  is  still  going  on,  while  nobody 
knows  whether  it's  going  to  cost  the  government  (i.e.,  us) 
$50  billion  or  $100  billion  or  more  right  now  to  bail  out 
bilked  depositors. 

Can't  the  President  or  the  Secretary  of  Treasury  or  any 
regulatory  agency  act  to  stop  this  horrendous  pillaging  of 
the  nation's  pocketbook? 

A  blisteringly  clear  and  emphatic  verbal  demarche  could 
be  an  effective  tourniquet  if  there  is  at  this  moment  no  legal 
way  to  clamp  shut  these  inept  and/or  villainous  hands. 


I  TAKEOVER  GAME  NOW  LIKE  MUSICAL  CHAIRS,  SATS  KRAVIS 

One  of  the  ablest  gentlemen  geniuses  among  .^Sflf^fc^  ^°^  °^  capital  out  there  but  fewer  and  fewer 
le  major  players  (in  a  game  where  gentlemen  ^f  ^^^^  really  good  places  to  place  it." 
Dn't  abound)  is  Henry  Kravis  of  Kohlberg  Kra-  M  ^1  A  few  days  later  Henry  made  his  mind- 
is  Roberts  &.  Co.  The  other  evening  in  discuss-  W''^  #^W  boggling  $20.2  billion  offer  for  RJR  Nabisco 
ig  what  major  swoops  might  be  in  the  making,  U  §j  to  top  the  breathtaking  $17  billion  (now 
e  Commented  to  me  that  the  really  lucrative  \  -^s^  J  $20.9  billion)  buyout  proposed  by  its  CEO 
pportunities  get  fewer  and  fewer.  Jk          jm^  F.  Ross  Johnson. 

Said  Henry:  "It's  like  the  game  of  musical  ^^  \X,,w^  |||^         Henry  Kravis  is  both  Aladdin  and  the  genie 

lairs  that  we  played  as  kids.  Every  time  the  ^^^  ^^gm^m  ilW  •^yho    comes    out    of    the    rubbed    lamp.    He 

lusic  stops,  there's  one  less  chair.  There's  a  "...  musical  chairs"  makes  and  grants  his  o\m  wishes. 

NUCLEAR  POWER'S  MOST  APPALLING  ENEMIES 


re  not  environmentalists,  not  the  hyperactive  Emotion- 
ists,  not  the  myriad  regulatory  bureaucracies.  Those 
pmg  most  to  do  in  nuclear  power  are  those  who  own 
ad  operate  nuclear  power — the  very  people  who  have 
le  most  to  lose  by  way  of  investment  and  jobs.  The 
lost  startling  example  of  flawful  procedures  and  incredi- 


bly lax  attitudes  is  the  U.S.  government  itself  in  oversee- 
ing its  contractor-run,  defense-vital  nuclear  weapons 
plants  on  the  Savaimah  River  and  near  Cincinnati. 

It's  irony  of  the  first  order  that  the  cleanest  power  source 
possible  is  continually  roadblocked  by  environmental- 
ists. It's  costly  asininity  that  regulatory  agencies  have 
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never  been  able  to  consistently  agree  on  the  safety  blue- 
print and  modus  operandi. 

But  it's  really  incredible  that  the  operations  of  exist- 
ing plants — including,  and  especially,  those  indispens- 
able to  our  military  security— are  not  super-supervised 


in  regard  to  safe  procedures  and  kept  up  to  state-of-tl 
art  technology. 

Can  you  imagine  if  the  Navy  operated  our  atom;, 
powered,  atomic-wreapon-delivery  submarines  and  shi 
so  dangerously? 


ISN'T  IT  COOL  THAT  THE  WHOLE  WORLD  CARED  SO  MUCH 

about  those  whales  caught  in  the  ice?  The  international — including  genu- 
inely glasnost  Russian — outpouring  of  caring  concern  and  costly  effort 
should  Deep-Six  those  who've  been  harpooning  Save  The  Whales  efforts. 

"DONALD,  DID  YOU  SAT  ONLY  $300  MILLION  FOR  EASTERN'S  SHUTTLE?" 


Or  surely  something  like  that.  No  scuttlebutt  but  a  lot 
of  shuttle-butt. 

A  few  days  after  Donald  Trump  and  Texas  Air  Corp. 
CEO  Frank  Lorenzo  had  announced  their  agreement  for 
Donald's  purchase  of  Eastern's  profitable  D.C.--New  York- 
Boston  air  shuttle  service,  they  were  among  the  90  corpo- 


rate chiefs  and  their  ladies  who  spent  a  day  with  tl 
Forbeses  aboard  the  Highlander  checking  out  New  Yoi 
Harbor  and  the  Hudson  River. 

Wouldn't  you  say,  judging  from  these  pics,  that  nMi, 
everything  dynamo  Donald  was  saying  did  shot-callir 
Frank  seem  to  be  buying?  oier 


DO  YOU  REMEMBER  WHEN  "MELLOW" 

replaced  "cool"  as  a  good  thing  to  be?  Now  the  word's  "bad" 
for  what's  great.  For  me,  cool's  still  cool.  (See  headline  above.) 

OLYMPIC  GOLD  MEDAL  BUST  HIGHLIGHTS  MUSCLE  HYPE  DRUGS 


We  watched  Canadian  sprinter  Ben  Johnson  run  his 
world  record  100-meter  dash.  Midway,  it  seemed  that  he 
had  turned  on  an  afterburner  to  roar  across  the  finish  line 
way  ahead.  Who's  to  know  to  what  extent  the  later-detected 
steroids  accounted  for  it? 

But  since  such  illicit  steroids  unquestionably  hype  per- 
formance and  arc  shortcuts  to  muscle  bulging,  their  use  is 
an  ever-increasing  factor  in  sports  and  in  body-building. 
Says  federal  Food  &.  Drug  Administration  official  Don  Leg- 
gett  in  the  Wall  Street  lounuil.  "Bulging  muscles  are  in.  Guys 
want  to  look  good  ;u  the  beach.  High-school  kids  think 
^>lcrolds  may  cnhanct  their  ibility  to  get  an  athletic  scholar- 


ship, play  pro  sports  or  win  the  girl  of  their  heart.  Steroid  us 
in  this  country  has  spread  down  to  general  people."  j 

But  this  swiftly  spreading,  dangerous  steroid  fire  can  b 
quickly  extinguished — at  least  among  the  young — if  oni, 
devastating  drawback  is  well  publicized:  According  to  tb. 
Juunuil  piece,  prolonged  use  of  these  steroids  can  "lead  t( 
stunted  growth  in  youngsters,  high  blood  cholesterol,  kid 
ney  disease  and  even  fatal  liver  cancer.  Because  anabolic 
steroids  are  similar  to  the  male  hormone  testosterone,  the\ 
can  prompt  a  male's  body  to  make  less  of  its  own  testoster 
one,  resulting  in  shrunken  testicles  and  feminized  breasts.' 

Now  who  thinks  that's  the  way  to  impress  the  ladies? 


THE  3ATH  NBC  TOOK  ON  THE  OLYMPICS  PRODUCED 


a  rciil  which-came-first-the-chicken-or-the-egg  situation. 
Prime  time  in  the  U.S.  vas  unprime  time  for  major 
Olympic  events  in  Korc  1  .it  contributed  to  there 
being  3.5  million  fewer  hon.  tmed  in  every  night  than 
NBC  had  ,i;iarantecd  advertise  ■  s 

But  to  make  up  for  the  shorJiil    the  network  threw 
in  a  couple  dozen  million  dollars   ^^  i)rth  of  "free"  spots. 
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So,  so  many  viewers  got  so  fed  up  by  so  many  spots 
between  each  few  minutes  of  event  viewing  that  they, 
too,  tuned  out.  They  tuned  to  cable  or  other  newscasts 
or  radio. 

Let  us  hope  CBS  won't  make  the  same  mistake  if  the 
broadcaster  has  overpaid  for  the  winter  Olympics  four 
years  from  now. 
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The  efforts  involved  in  keeping 
"fisonably  fit  are  more  often  than 
It  a  pain  in  the  neck.  (There's 
en  an  exercise  to  alleviate  that.) 
As  a  family  company  founded  by 
Scotsman,  Forbes  doesn't  throw^ 
'oney  away.  Our  investment  of 
ultiple  thousands  of  dollars  in  a 
ate-of-the-art  fitness  center  occu- 
'ing  the  top  of  the  Forbes  Build- 
g,  at  60  Fifth  Avenue  in  New 


Payoff  at  the  bottom  line 


York,  is  one  of  the  canniest  expen- 
ditures M^e've  made. 

People  who  feel  good  work  bet- 
ter. They're  out  less  and  Up  more. 

Fitness  isn't  a  partial  thing,  just 
mattering  to  the  body.  It  is  a  total 
state — of  body  and  soul,  of  mind 
and  matter.  It's  not  just  a  good 
business  and  good  for  business.  In 
every  sense,  fitness  is  at  the  heart 
of  the  business  of  living. 


FOR  THE  HOW-TIME  FLIES  HLE 


Organized  money-raising  efforts  are  now  under  way  to 
iild  a  retirement  home  in  Florida  for  aged  rockers. 
Is  it  that  long  ago  it  all  began  ?  As  a  Neu '  York  Times  editorial 
3ted,  "Rock-and-roll  lyrics  were  always  about  endless 

(F  IT'S  ANT  MUSTARD  BUT  ENGLISH 

who  wants  to  cut  it? 


summers,  bittersweet  young  love  and  rocking  till  a  quarter 
to  three.  If  anybody  ever  died,  it  was  in  a  car  crash  and,  as 
often  as  not,  in  a  lover's  arms.  Did  anyone  ever  think  then 
about  things  like  retirement  and  dying  in  poverty?" 

IF  TOU  DON'T  WANT  TO 

go  under,  dig  you  must. 


BOOKS 


•  Grand  Luxe:  The 
Transatlantic  Style 

— by  John  Malcolm 
Brinnin,  Kenneth 
Gaulin  (Henry  Holt, 
$85).  This  luscious- 
ly luxe  volume  is 
the  next  best  thing 
3  being  aboard  one  of  the  floating  palaces  that  carried 
eople  from  New  York  before  WWI  up  to  WWII.  When  you 
ee  here  how  people  used  to  go,  it's  enough  to  make  you 
Vant  to  yank  the  rug  out  from  under  our  present  magic 
'  arpets  that  reduce  brilliant  days  at  sea  to  a  few  confined 
lOurs  in  the  air.  What  a  gift  it  would  make  for  those  who 
Jiew  travel  then  or  want  to. 

Ixcerpts:  In  social  status  and  richness  of  appointment,  the 
■  Vquitania  was  the  ultimate  liner  to  take  to  the  water  before 
World  War  I.  When  first  engaged  to  design  and  decorate  the 
^uitania,  Arthur  Davis  said,  his  question  to  Cunard  was, 
'Why  don 't  you  make  a  ship  look  like  a  shipi  "The  answer 
'was  that  the  people  who  use  these  ships  are  mostly  seasick 
American  ladies  and  the  one  thing  they  want  to  forget  is 
hat  they  are  on  a  ship  at  all.  All  we  can  do  is  to  give  them 
\igantic  floating  hotels." .  .  .  To  enter  the  main  dining 
oom  of  the  Mary  was  to  be  engulfed  in  an  acre  of  napery 
'Jirnpsed  beyond  a  Watts  Tower  of  fruit  and  great  cornuco- 
nas  of  straw  spilling  out  other  delicacies  like  honey  from  a 
wrn.  A  well  of  light,  three  decks  high,  the  room  was 
iemarked  at  one  end  by  tall  bronze  doors  and  at  the  other 
oy  a  glittering  chart  of  the  North  Atlantic.  Underlying  the 
iplendor  of  illuminated  space  was  an  anomaly:  flooring  of 
something  called  Korkoid.  As  trendily  synthetic  as  its 
lame,  this  substance,  buffed  to  a  high  gloss,  was  patterned 


in  big  brown  and  beige  squares  laid  diagonally  across  the 
width  and  length  of  the  room.  The  effect  was  not  unlike 
that  of  a  duchess  in  flowing  chiffon  and  sparkling  tiara 
who,  close  up,  is  seen  to  be  wearing  jogging  shoes. 

•  I  Am  A  VCR — by  Marvin  Kitman 

(Random    House,     $17.95).     Marvin 

Kitman  is  the  most  devastating  tv 

critic  extant.  He's  totally  unqualified 

for  the  job  because  he's  an  intelligent 

intellectual — itself  a  contradiction  in 

terms.  Kitman  is  discerning,  witty, 

an  awesome  wordsman,  rudely  fresh, 

ruddily  refreshing.  He's  great  for  tv.  Everybody  turns  on 

what  he  armihilates  just  to  see  if  the  program  is  really 

that  abject. 

Excerpt:  Violence  should  be  regulated  on  tv.  Crime  is 
supposed  to  pay.  Let  it.  If  tv  is  going  to  persist  in  using 
violence  for  profit,  that  noted  social  scientist  Art  Buch- 
wald  once  told  me  of  a  licensing  plan:  Hunters  need 
licenses  before  they  can  kill.  They  should  also  be 
required  on  tv.  If  you  want  to  kill  a  cop  on  tv,  for 
example,  the  license  should  cost  about  twenty  thousand 
dollars.  The  license  for  an  attempted  rape  should  be 
eighteen  thousand  dollars.  If  a  script  calls  for  killing 
three  cops,  the  producer  might  say,  "We  can't  do  it.  The 
budget  says  we  can  afford  only  one  cop."  To  save 
money,  the  producers  will  cut  down  on  violence. 

The  Buchwald  license  plan,  I  firmly  believe,  is  the  only 
possible  way  violence  can  ever  be  reduced.  The  licensing 
fees  collected  could  go  to  underwriting  mental-health 
programs  for  writers  and  producers  obsessed  vrith  vio- 
lence. We  can  make  them  well  again.  Or  it  could  go  to 
support  public  tv,  the  other  leading  open  woundin  society. 
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Think  of  it  as  a  Mei 


As  with  anything  consumed  in  excess,  a  steady 
diet  of  luxury  can  become,  after  a  time,  somewhat  bland. 

At  Porsche,  we  approach  success  and  luxury  from 
a  wholly  different  p)oint  of  view.  The  point  of  view  that 
hard  work  and  achievement  should  earn  the  right  to 
acquire  more  excitement  from  life,  rather  than  impose 
tlic  expectation  to  avoid  it. 

The  928  S4  is  a  monument  to  that  belief.  It  is,  at 
once,  a  car  designed  to  pamper  the  senses  without 
dulling  them.  A  library-quiet  interior  surrounds  the 


driver  with  fine  leather.  Attention  to  ergonomic 
is  so  complete  that  the  driver's  seat  and  mirrors  Cc| 
pre-programmed  for  three  different  people,  ther 
justed  with  the  touch  of  one  button. 

Yet,  this  environment  is  coupled  to  all  the  p<' 
and  engineering  refinement  necessary  to  make  thic 
not  only  the  ultimate  transportation,  but  the  ultiri 
entertainment. 

As  you  would  expect  from  a  Porsche,  speed  i  j 
initial  hallmark  against  which  that  claim  is  measul 
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316  hp,  32  valve  V-8  engine  transports  you  from  0  to 
mph  in  5.7  seconds,  and  provides  a  top  speed  of  165 
ph.  Making  the  928  S4  one  of  the  three  fastest  pro- 
iction  cars  in  existence. 

All  the  while,  however,  a  50-50  weight  distribution 
id  our  remarkable  Weissach  axle  make  the  perfor- 
ance  very  predictable  and  responsive  to  the  lightest 
jch. 

And,  so  that  you  alone  decide  when  you  have 
ached  a  satisfactory  level  of  sensory  fulfillment,  an 


incredibly  sophisticated  ABS  braking  system  will 
bring  you  from  60  mph  to  0  in  a  mere  154  feet. 

If  youVe  grown  weary  of  living  in  the  lap  of  luxury 
and  find  yourself  repeating,  "There  has  to  be  more,"  we 
suggest  you  try  looking  for  it  at  your  Porsche  dealer 

The  928  S4  could  be  just  the  spice  your  life  needs. 

If  you  would  like  to  receive  a  free  full-color  bro- 
chure detailing  the  Porsche  928  S4,  simply  give  us  a 
call  at  (800)  252-4444,  extension  308. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mina.-MSF 


Uneducated  Is  Better 

College  graduates  going  out  to  face 
the  cruel  world  will  not  be  cheered  by  a 
report  from  a  Nuclear  Regulatory 
Commission  panel.  The  panel,  set  up 
to  study  the  qualifications  needed  to 
operate  a  nuclear  power  plant,  decided 
that  requiring  a  college  degree  for  tech- 
nicians might  actually  worsen  perfor- 
mance. Following  the  rule  book,  not 
thinking,  is  the  prime  requirement. 
The  only  thing  to  be  said  for  hiring 
college  grads,  the  report  said,  was  that 
it  might  reassure  the  public. 

— press  wire  service  report 

Posh  Passage  Only 

The  tremor  caused  by  the  loss  of  the 
Titanic  went  around  the  world  and 
found  local  instances  in  the  myopia 
essential  to  elitist  distinctions.  "Even 
the  Social  Register  was  shaken,"  said 
historian  Walter  Lord.  "In  those  days 
the  ship  that  people  travelled  on  was 
an  important  yardstick  in  measuring 
their  standing,  and  the  Register  duti- 
fully kept  track.  The  tragedy  posed  an 
unexpected  problem.  To  say  that  list- 
ed families  arrived  on  the  Titanic  gave 
them  their  social  due,  but  it  wasn't 
true.  To  say  they  arrived  on  the  plod- 
ding Carpathia  was  true,  but  socially 
misleading.  How  to  handle  the  dilem- 
ma? In  the  case  of  those  lost,  the  Reg- 
ister dodged  the  problem — after  their 
names  it  simply  noted  the  words, 
'died  at  sea,  April  15,  19 1 2.'  In  the 


case  of  the  living,  the  Register  careful- 
ly ran  the  phrase  'Arrived  Titan-Cai- 
path  18  April  1912.'  " 

— Grand  Luxe,  by  John  M. 
Brinnin,  Kenneth  Gaulin 

More  Influence 

Gorbachev's  perestroika  and  the 
current  ferment  in  the  Soviet  Union 
are  partly  inspired  by  China's  success- 
ful reforms.  They  are  also  inspired  by 
the  remarkable  economic  growth 
achieved  by  Japan,  Taiwan,  Korea, 
Singapore  and  Hong  Kong  with  few 
natural  resources.  The  success  of 
these  decentralized  free-enterprise 
economies  has  done  more  to  discredit 
central  planning  and  state  ownership 
in  Third  World  countries  than  have 
the  billions  spent  by  the  U.S.  on  influ- 
encing world  opinion. 

— Gary  S.  Becker,  Business  Week 

Return  of  Fran 

Lebowitz  [Metropolitan  Life]  freely 
admits  she's  never  actually  liked  writ- 
ing ("I'm  very  clear  about  what  enjoy- 
ment is — spaghetti,  sex  and  reading"), 
and  has  always  been  easily  distracted 
("I  can't  write  if  there's  another  person 
in  the  building"). 

"I  am  37,  I  have  voted  in  every 
national  election  that  I  could,  and  I 
have  never  done  more  than  pick  the 
less-horrible  choice — but  this  tops  the 
bill.  If  instead  of  having  an  election. 
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they  had  a  lottery,  they  would  have  as 
good  a  chance  of  picking  someone 
qualified  to  be  President,"  she  says. 
"Prior  to  the  Reagan  era,  the  newly 
rich  aped  the  old  rich.  But  that  isn't 
true  any  longer.  Donald  Trump  is  mak- 
ing no  effort  whatsoever  to  behave  like 
Eleanor  Roosevelt  as  far  as  I  can  see." 
— Loma  Koski,  W 


Politicians  are  the  same 
all  over.  They  promise 
to  build  a  bridge  even 
where  there  is  no  river, 

— NikJta  Khmsheber 


Spanish  Gold 

The  Spanish  Institute's  Gold  Medal 
Gala,  known  to  one  and  all  as  the 
Spanish  Ball,  is  always  loaded  with 
Spanish  estrellas,  and  this  year's  party 
on  Nov.  18  in  the  Grand  Ballroom  of 
the  Pierre  should  be  more  blinding 
than  ever.  Expected  are  enough  infan- 
tas, princesas,  duquesas,  condesas 
and  marquesas  to  sink  the  Nina,  the 
Pinta  and  the  Santa  Maria. 

— Suzy,  New  York  Post 

Easy  Mark? 

Rights  fees  from  the  U.S.  networks 
now  account  for  75%  of  the  total 
worldwide  revenue  for  tv  broadcast 
rights  collected  by  International 
Olympics  officials.  ABC  paid  $309 
million  for  the  Calgary  Winter  Games 
of  last  February,  which  were  broad- 
cast to  89  million  tv  households;  the 
European  networks  paid  only  $5.7 
million,  yet  their  broadcasts  reached 
100  million  homes.  A  U.S.  network 
now  pays  $3.38  for  each  household  it 
reaches,  while  the  European  networks 
pay  21  cents;  the  Japanese,  $1.39;  and 
the  Australian,  $1.49. 
— Dennis  Kneale,  Wall  Street  Journal 

Next  Question 

Q:  A  lot  of  people  who  are  opposed 
to  helmet  laws  Ifoi  motorcyclists] 
claim  helmets  can  cause  accidents.  Is 
this  truel  A:  A  helmet  can  cause  an 
accident  if  you  run  over  one  on  the 
freeway  and  fall  down. 

Q:  What  if  I'm  still  not  convinced 
helmets  workf  A:  Try  this  experi- 
ment. Put  on  a  helmet  and  have  a 
friend  whack  you  on  the  head  with  a 
baseball  bat.  Now  try  the  same  experi- 
ment without  the  helmet.  If  you're 
still  not  convinced,  you're  probably 
too  hard-headed  to  need  a  helmet. 

— Jerry  Smith,  Motorcyclist 
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Lefs  do  lunch. 

The  scenery  may  differ,  but  the  rituals  d"business  remain 
comfortably'  the  same.  As  comfortable  as  the  journey  you  make 
when  you  fly  United  to  Taiwan. 

Our  Friendly  Skies  service  provides  the  best  in  international 
travel.  Including,  in  First  Class,  sleeper  seats;  and,  on  the  ground, 
our  exclusive  Concierge  Service. 

We  do  a  great  lunch,  too.  United.  Rededicated  to  giving  you 
the  service  you  deserve.  j 

Come  fly  the  friendly  skies; 


u. 


*t  0 


vw 


iH»SS 


.^~■ r-ri  ;;i  '  I'l  i '. 'I'l'i 'i^ '■ 'i' i 'i 'I'j 'i 'i 'r 'i  i  ■'■  ; '■  r 'I'l  V,    ■  ■ ', 'I'l 'i 'i  j 'i  ^I'l 'i  i  i 'r 'r' i 'i '] '■  WVi  i ''  , 'i  ii  i  i 'i 'i 'rrT-r^rV-T-^ 


■^-=^nii»? 


L*, 


HHI; 

ifua 
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"Our  1400  DEC  terminals  now 

offer  full  MS-DOS  emulation, 

thanks  to  Logicraft," 


f 


Hundreds 
of  the  world's 
largest  banks, 
universities  and 
businesses  rely  on  Logicraft  instead  of 
PCs.  With  386Ware  from  LDgicraft,  VT  terminals 
and  VAXstations  can  run  MS-DOS  software  at 
high  speed,  at  a  fraction  of  the  cost  of  buying 
individual  PCs. 

386Ware  allows  files  to  be  shared  back  and 
forth,  and  gives  PC  applications  full  access  to 
your  existing  VAX  peripherals  and  printers. 

386Ware  from  Logicraft.  It  not  only  saves 
you  money.  It  makes  your  networks  a  lot  more 
manageable. 


ILDOICR/^T 


22  Cotton  Road 
Nashua.  NH  03063 
(603)  880-0300 
FAX:  (603)  880-7229 


DEC.  VAX.  VA.Xstation  and  VT  are  Iradrmarks  nl  Digital  Equipment  Corporation  MS-DOS  is 
a  registered  trademark  o(  Microsolt  Corporation.  Logicraft  is  a  registered  trademark  ot 
Logicraft.  Inc 


Fact  and  Comment  11 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  PRESIDENT-ELECT  DIDN'T  ASK  FOR  THIS,  BUT. . . 


This  writer  now  joins  the  long  Hne  of  those  who  are 
tendering  unsohcited  advice  to  George  Bush  on  potential 
appointees  to  his  Administration. 

There  are  several  individuals  who 
could  make  major  contributions  in 
economic  policy,  giving  the  new  re- 
gime fresh  approaches  to  such  criti- 
cal areas  as  Third  World  debt. 

Alan  Reynolds,  vice  president  of 
the  consulting  firm  Polyconomics 
(and  occasional  Forbes  columnist), 
possesses  one  of  the  best  economic 
Edward  Ney  minds  in  America  today.  His  analyses 

on  taxes,  monetary  policy  and  Third  World  indebtedness 
have  always  been  incisive — and  borne  out  by  subsequent 
events.  He  has  also  done  eye-opening  research  in  economic 
history,  causing  others  to  reexamine  old  assumptions. 

Others  who  should  be  considered  for  important  eco- 
nomic posts: 

Richard  Rahn  is  vice  president  and  chief  economist  for 
the  U.S.  Chamber  of  Commerce.  His  sharp  intellect,  careful 
scholarship  and  extensive  knowledge  of  economies  around 
the  world  have  given  the  reports  of  the  Chamber  a  timeli- 
ness, a  depth  and  an  impact  they  have 
never  enjoyed  before.  Wendell  W. 
Gunn  was  almost  nominated  recent- 
ly for  a  seat  on  the  Federal  Reserve 
Board.  This  black  banker  should  be 
considered  for  an  important  post.  A 
successful  businessman  turned  poli- 
tician, Lewis  Lehrman  came  within  a 
hair  of  beating  Mario  Cuomo  for  gov- 
ernor back  in  1982.  Now  managing  Edward  Lutnvak 
director  of  Morgan  Stanley  Asset  Management,  Lehrman 
is  noted  for  his  work  on  monetary  policy,  earning  respect 
even  from  those  who  thoroughly  disagreed  with  his  views. 
Craig  Roberts,  a  professor  at  the  Center  for  Strategic  and 
International  Studies,  served  a  stint  as  Assistant  Treasury 
Secretary  in  1981-82.  The  Bush  Administration  would  do 
well  to  find  a  way  to  make  use  of  this  man's  extraordinary 
mind  and  energies. 


Bush  loyalists  will  hesitate  at  giving  a  post  to  onetime 
rival  Jack  Kemp,  but  his  ideas  would  make  him  a  powerful 
spokesman  for  us  at  the  U.N.,  or  an  effective  administrator 
of  the  Agency  for  International  Development. 

Noneconomic  Posts 

As  chairman  of  the  board  of  International  Broadcasting, 
which  oversees  Radio  Free  Europe  and  Radio  Liberty,  I 
gained  enormous  respect  for  one  of 
my  fellow  members,  Edward  Ney, 
former  CEO  of  Young  &.  Rubicam  and 
currently  chairman  of  Paine  Webber/ 
Young  &.  Rubicam  Ventures.  A  su- 
perb executive  and  a  wise  counselor, 
Ed  is  well  versed  in  international 
broadcasting.  His  appointment  as 
Director  of  the  U.S.  Information 
Agency  would  be  a  ten-strike  for  an  Tom  Kean 

agency  whose  importance  is  too  often  underappreciated. 

The  Bush  Administration  should  find  a  place  at  the 
Pentagon  for  Edward  Luttwak  of  Georgetown  University's 
Center  for  Strategic  and  International  Studies.  Two  of  his 
books,  The  Pentagon  and  the  Art  of  War  and  Strategy:  The  Logic 
of  War  &  Peace,  mark  him  as  the  best  military  thinker  of  our 
age.  To  get  a  flavor  of  this  man's  mind,  read  the  American 
Heritage  interview  of  him  in  the  July/ August  1988  issue. 

The  new  President  would  be  wise  to  recruit  New  Jersey 
Governor  Tom  Kean,  one  of  the  ablest  and  brightest  fig- 
ures in  the  GOP  today.  Education  or  Housing  &  Urban 
Development  or  Health  &.  Human  Services  would  benefit 
enormously  with  him  as  department  head.  He  would  also 
serve  well  as  Ambassador  to  the  United  Nations. 

One  Democrat  the  new  Administration  should  consider 
is  Catholic  theologian  Michael  Novak.  His  writings  on 
democracy  and  economics  can  only  be  described  as  bril- 
liant. He  served  in  1986  as  our  ambassador  to  the  Berne 
conference  on  human  rights,  winning  high  praise  for  his 
negotiating  skills  vis-a-vis  the  Soviets.  He  was  seriously 
considered  for  Secretary  of  the  Department  of  Health  &. 
Human  Services  a  couple  of  years  ago.  He  combines  an 
impressive  intellect  with  genuine  warmth. 
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Christmas  past. 


The  Christmas  Tree"  woodcut.  1873.  artist  unknown 


Visit  your  local  retailer,  or  call  1-800  238-4373  to  send  a 
gift  of  Chivas  anywhere  m  the  U  S  Vad  where  prohibited. 


Christmas  present. 


WHAT      ARE      \  O   V       SAVING 
THE         C     H     I     V     A     S         FOR? 


IN  THE  LOOKAUKE  WORLD 
FINANCIAL  SERVICES,  ON^  SIANDS  OUX 


EN^erx'AN'here  you  look,  there's  another  one.  Another 
financial  network.  Another  financial  senice. 

WTiich  one's  for  vou? 

Look  for  the  one  with  the  lone  record — more  than  120  years 
of  financial  success. 

The  one  who  uroer  missed  a  di\  idend  in  all  those  years. 

The  one  with  a  solid  foundation — over  $50  billion  in  assets. 

The  one  with  the  di  versit\'  that  protects  against  adversitv'. 

The  one  who  knows  when  to  fund  ventures  and  when 
to  buy  Treasury  notes. 

The  one  that  America's  most  demanding  corporations 
count  on  for  pension  plans,  employee  benefits,  risk  management 
and  leadership  in  comprehensixe  health  ser\dces. 

Look  for Tlie Traxelers. 

One  of  the  most  respected  financial  experts  in  the  world. 

li     1         >     CompMiyjnditsAlliliaUv,  iKirUord,Conm-rtKuli)t>ltt 


Thelravelers, 

You're  better  off  under  the  Umbrella.^'^ 


1988  The  Travelers  Co'dJ 


What's  Ahead  for  Business 


Manufocturing 

exports  show 

"signs  of  fatigue" 


When,  now,  will  the 

U.S.  achieve  external 

account  balance? 


Edited  by  Howard  Banks 

BAD  NEWS  FOR  THE  TRADE  DEnCIT 

The  boomlet  in  manufactured  exports  shows  signs  of  slowing, 
barely  nine  months  after  it  took  off  at  the  turn  of  this  year. 

Exports  will  continue  to  rise,  but  not,  it  seems,  at  the  heady  30%  rate 
(in  current  dollars)  of  the  first  eight  months  of  1988. 

The  October  survey  by  the  National  Association  of  Purchasing  Manag- 
ers shows  "signs  of  fatigue"  in  new  export  orders  for  the  third  month  in 
a  row.  Of  those  companies  that  export,  a  healthy  26%  reported  higher 
export  orders,  about  the  same  as  in  September.  The  average  for  Janu- 
ary-July had  been  38%. 

More  worrying,  there  has  been  a  small  but  rising  number  (8%  in 
October,  up  from  6%  in  September)  reporting  lower  export  orders. 

There  are  other  straws.  The  growth  in  industrial  production  seems  to 
be  slowing.  And  job  creation  in  manufacturing  has  been  lower  than 
expected.  (The  drop  in  unemployment  in  July  and  October,  to  5.3%, 
was  mostly  a  drought-related  statistical  quirk.) 

One  good  side  effect  of  the  easing  of  pressure  on  manufacturing: 
Prices  of  industrial  raw  materials  are  still  rising,  but  more  slowly. 

Even  copper  prices,  driven  to  an  alltime  high  by  inventory  shortages 
caused  by  a  strike  in  Peru,  are  moderating  a  little.  Watch,  though,  for 
steelmakers,  sheltered  by  import  restraints,  to  go  for  a  6%-to-8%  hike 
at  year's  end.  Whether  or  not  it  sticks  will  be  a  bellwether. 

Balancing  the  U.S.  current  account  by  1992,  the  burden  for  which  falls 
primarily  on  manufacturing  goods,  would  require  sustaining  the  stellar 
performance  of  early  1988  for  five  full  years,  points  out  Allen  Lenz, 
until  last  March  the  Commerce  Department's  top  international  trade 
economist. 

And  even  that  would  require  a  bigger  swing  in  manufactured  trade 
than  is  generally  acknowledged  (Lenz  calculates  $200  billion).  Reason: 
U.S. -held  foreign  debt  will  in  the  meantime  continue  rising,  adding  to 
the  cost  of  debt  service.  The  $20.4  billion  surplus  in  1987  on  the  U.S.' 
international  investment  account  could  decline  to  around  a  $40  billion 
deficit  in  1992. 


Prospects  turn  now 

on  policy  and 

the  dollar 


It's  neither  unexpected,  nor  unpredictable,  that  there  should  be  a 
slowdown  in  the  growth  of  manufactured  exports. 

The  surge  began  as  a  result  of  the  dollar's  engineered  decline.  But  that 
bottomed  in  January,  as  a  result  of  action  by  the  Group  of  Seven  central 
banks.  The  dollar  was  supported  further  when  the  Federal  Reserve 
raised  the  discount  rate  in  August. 

Economists  reckon  that  the  boost  from  a  currency  devaluation  on 
exports  lasts  about  two  years,  but  peaks  after  two  to  three  quarters — in 
other  words,  right  about  now. 

That  raises  a  major  policy  problem  for  the  incoming  Administration: 
Will  it  push  the  dollar  down  to  maintain  export  growth?  Or  will  it 
stick  to  the  exchange  rates  set  by  the  Group  of  Seven  major  countries? 
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The  Forbes  Index 


I  I  I  I  I  I  I  I  I  I  I  I  I 

SOND|FMAMF|AS 

•preliminar)'    trevised 


Easing  oK  the  gas.  The  government's  index  of  leading 
indicators  slipped  0.1%  in  September,  its  second  decline 
in  five  months.  The  latest  estimate  for  gross  national 
product  shows  that  the  economy  giev/  at  a  2.2%  annual 
rate  in  the  third  quarter  versus  a  3%  pace  during  the 
second  quarter.  Manufacturers'  new  orders  fell  3.2%  in 
September,  while  inventories  rose  0.8%. 


The  sustained  economic  expansion  may  be  slowing 
down  a  bit,  but  the  economy  still  appears  to  have  consid- 
erable momentum.  Personal  income  reached  $2.47  tril- 
lion in  September,  an  8.3%  gain  since  the  start  of  the  year. 
In  the  same  stretch  the  Consumer  Price  Index  rose  3.8%. 
The  October  civilian  unemployment  rate  fell  to  5.3%, 
which  matches  the  14-year  low  set  in  June. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  US  economic  activity 
composed  uf  eight  equally  weighted  elements  Total  in- 
dusirial  production,  new  claims  (or  unemployment  com- 
pensation, the  COM  ol  services  relative  to  all  consumer 
pnces,  the  level  ol  new  orders  lor  durable  goods  com- 
pared with  manulacturers'  inventones,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit 

To  measure  these  eight  elements,  FoRms  monitors  ten 
scries  ol  U  S  govemmeni  data  The  last  14  months' data 
for  each  scncs  are  presented  al  rignt 
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In  a  world  of  cars 

tliat  proclaim  you've  arrived, 

one  says  you've  come 

fo  your  senses. 


i»» 


^PSa 


Assuming  you've  reached  a  cer- 
tain station  in  life,  you  can  probably 
drive  what  you  want.  It's  a  question  of 
what  you  want  to  prove. 

Introducing 
the  Saab  9000  CD. 

There  are  cars  that  prove  you 
know  technology  or  love  beauty,  com- 
fort, or  performance.  There  are  those 
that  prove  you  have  so  much  money 


you  don't  know  what  to  prove  next. 
Where  do  you  draw  the  line?  Under- 
neath the  new  Saab  9000  CD  is  a 
good  place.  Because  the  9000  CD 
proves  many  things  at  once. 

It  proves  that  a  large  car  can  be  I 
entertaining  to  drive  when  equippedj 
with  front-wheel  drive,  gas  shock  at 
sorbers  and  front  and  rear  stabilizers! 
(The  9000  is  one  of  two  imports  ratec 
"large"  by  the  EPA.  The  other  is  the 


oils  Royce  Silver  Spur  limousine.) 

It  proves  that  intercooled  turbo- 
harging  can  turn  a  luxury  car  into  a 
erformance  car  and  that  a  perfor- 
lance  car  with  anti-lock  brakes  and 
3ll-cage  construction  can  be  a  safe 
ar.  It  proves  that  a  car  with  comforts 
ke  power-operated  leather  seats  and 
utomatic  climate  control  can  be  a 
ery  practical  car.  In  short,  it  proves 
he  9000  CD,  like  every  Saab,  is  a 


Saab  to  the  core. 

Yet,  the  9000  CD  proves  a  car 
can  be  all  these  things  and  not  be  an 
extravagance. ..which  a  visit  to  your 
Saab  dealer  for  a  test  drive  will  prove 
to  your  complete  satisfaction. 

Saabs  are  intelligently  priced  from  $16,995  to  $32,095.  Manufacturer's  suggested  retail  prices 
not  including  taxes,  license,  freight,  dealer  charges  or  options.  Prices  subject  to  change. 


The  most  intelligent  cars  ever  built. 
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?i  Coovneht  l>i*i  by  Saab- Scania  of  America  inc. 


EREWASATIME 
EN  ATURBOPROP 
OOD  BUSINESS  SENSL 


The  Citation  II  guarantees  that  time  is  over. 


The  pace  was  slower  then.  We  used 
adding  machines  instead  of  computers. 
Regular  mail  instead  of  overnight  express. 
And  since  there  were  no  fuel-efficient  jets, 
we  flew  turboprops. 

Only  one  thing  hasn't  changed  since  then. 

Today's  King  Air  technology  is  basically  the 
same  as  the  turboprops  of  30  years  ago. 

It's  no  surprise  that  a  King  Air  isn't  the 
fastest  way  to  fly  anymore.  Not  by  a  long 
shot.  But  what  may  surprise  you  is  that  it  isn't 
even  the  most  economical  way  to  fly  anymore. 

Fact;  today's  Citation  II  business  jet  costs 
no  more  to  operate  'han  a  King  Air  200  -  ancf 
we'll  guarantee  that  in  writing.  Your  new 
Citation  II  will  cost  less  to  operate,  or  we'll 
write  you  a  check  for  the  difference ...  for  a 
M  three  years. 


But  the  Citation  II  offers  even  more. 

The  Citation  II  is  100  mph  faster  than  the 
King  Air.  It  flies  two  miles  higher.  It  has  more 
passenger  and  baggage  room.  A  quieter, 
smoother  ride.  Greater  payload.  It  lands  at 
hundreds  of  small  airports  where  even  some 
turboprops  cannot.  And  it's  certified  by  the 
FAA  to  much  tougher  airline  standards  - 
offering  an  unmatched  safety  record. 

All  for  about  the  same  purchase  price. 

So  before  you  invest  in  any  turboprop, 
investigatettieadvantagesof  a  Citation  II, 
We'll  guarantee  you  increased  speed  and 
comfort  -  without  increased  operating  costs. 

For  full  details,  write  Roy  Norris,  Vice 
President,  Cessna  Aircraft,  Box  7706, 
Wichita,  KS.  Or  call  1-800-4-CESSNA. 


CITATION  II 


i^jm    Forbes 


Japan  is  opening  up  its  home  market  to  U.S.  beef  and  citrus 
products— finally.  So  guess  who's  started  buying  up  beef  ranches 
and  orange  groves  in  the  U.S.? 

Boeuf  a  I'orange 
a  la  Japonaise 


By  Gale  Eisenstodt 


ON  Oct.  28  the  giant  Selkirk 
ranch  in  Dillon,  Mont, 
changed  hands.  Price:  around 
$13  milUon  for  80,000  acres  and  6,000 
head  of  cattle.  The  buyer?  Zenchiku,  a 
$1.5  billion  (revenues)  meat  importer, 
processer  and  distributor 
based  in  Tokyo. 

John  Morse  will  manage 
the  ranch  for  Zenchiku.  A 
significant  choice.  Morse 
has  been  a  rancher  for 
over  25  years  and  was  a 
trade  adviser  under  both 
the  Carter  and  Reagan  ad- 
ministrations. Of  course, 
much  of  Selkirk's  high- 
quality  herd  will  eventu- 
ally be  eaten  with  chop- 
sticks in  Tokyo  house- 
holds. 

Expect  more  Zenchiku- 
Selkirk-type  deals  as  the 
Japanese  scout  the  West 
for  cattle  properties.  "The 
recent  trade  liberalization 
is  the  driving  force  behind 
this  sort  of  transaction," 
says  Morse,  referring  to 
the  U.S. -Japanese  beef  and 
citrus  trade  agreement 
signed  in  July. 

Starting  this  year,  quo- 
tas on  beef  and  citrus  will 
be  gradually  increased  by 
armual      increments      of 


60,000  metric  tons  for  beef  and  22,000 
metric  tons  for  fresh  oranges  until 
1991.  After  that,  they  will  be  elimi- 
nated altogether.  The  deal  will  also 
enable  U.S.  companies  to  sell  orange 
juice  that  has  not  been  blended  with 
juice  made  from  Japanese  mikan  or- 
anges starting  in  1990. 


Especially  important  for  beef  ex- 
porters is  the  phasing  out,  by  1991,  of 
the  Livestock  Promotion  Corp.,  the 
Japanese  quasi-governmental  organi- 
zation that  controls  80%  of  Japanese 
beef  imports  and  allows  only  36  desig- 
nated Japanese  companies  to  import. 
Soon  U.S.  producers  will  be  able  to 
sell  directly  to  Japanese 
distributors.  The  U.S. 
Meat  Export  Federation 
estimates  that  annual  beef 
sales  to  Japan  will  double 
from  $600  million  now  to 
$1.2  billion  in  just  three 
years  and  reach  $3  billion 
by  the  year  2000.  Orange 
sales  are  also  expected  to 
increase  substantially. 

As  the  Japanese  pur- 
chase of  the  Selkirk  ranch 
makes  clear,  if  more  beef 
is  to  be  exported  to  Japan, 
the  Japanese  themselves 
will  be  doing  at  least  some 
of  the  exporting.  This 
makes  simple  good  busi- 
ness sense  for  Japanese 
companies  that  are  seek- 
ing to  protect  their  do- 
mestic markets. 

And  not  just  Zenchiku. 
Less  than  a  month  after 
the  trade  agreement  was 
signed,  Sumitomo  Corp. 
announced  its  acquisition 
of  a  25%  stake  in  the 
^_^   25,000-acre         Fellsmere 
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grove  in  Indian  River,  the  largest  cit- 
rus grove  in  Florida. 

David  Stelfox  was  the  chief  execu- 
tive of  Washington  Beef,  in  Yakima, 
Wash.,  when  the  company  was  pur- 
chased in  August  by  a  Japanese  com- 
pany. Tokyu  Foods,  a  subsidiary  of  the 
Tokyu  Group,  bought  it  for  an  esti- 
mated $6  million,  according  to  Steve 
Kay,  editor  of  Cattle  Buyers  Weekly. 
Stelfox  left  his  joh — but  not  to  escape 
the  Japanese.  He  started  a  new  compa- 
ny to  take  over  the  former  J.E.  O'Neill 
Meat  Co.,  a  slaughterhouse  in  Fresno, 
Calif,  that  had  been  closed  for  four 
years  following  union  disputes.  The 
plant  will  process  cattle  fed  and  cut  to 
specifications  that  fit  the  Japanese 
market. 

At  the  top  of  Japan's  shopping  list 
are  beef-packing  operations,  cattle 
ranches  and  feedlots.  The  large  trad- 
ing companies  such  as  Mitsubishi, 
food  wholesalers  such  as  Tokyu  Foods 
and  meat  professionals  such  as  Nip- 
pon Meat  Packers  are  reportedly 
searching  for  facilities  either  to  ac- 
quire or  to  run  as  a  joint  venture  with 
an  American  partner. 

But  please,  no  publicity.  "They  [the 
Japanese  buyers]  are  funny  about  us 
saying  anything  about  them,"  says 
Nancy  Lusk,  manager  of  the  Lucky 
Hereford  Ranch  in  California's  Sierra 
Valley.  Lusk  raises  cattle  for  Itoham, 
the  S2.8  billion  processcd-meat  man- 
ufacturer and  distributor  based  in 
Hyogo  prefecture  near  Osaka. 

One  of  the  first  businessmen  to  an- 
ticipate the  expected  surge  in  U.S. 
beef  sales  to  [apan  was  Masaaki  Tan- 
abe.  Tanabe,  a  onetime  trader  with 
Zenchiku,  set  out  to  establish  an  op- 
eration geared  to  the  Japanese  market 
several  years  ago.  He  teamed  up  with 
Osaka-based  Hannan  Corp.,  with 
Haiman  taking  90%,  and  Tanabe  10% 
of  the  venture. 

In  198.S  Tanabe  made  a  deal  with 
E.B.  Manning  &.  Sons  Inc.,  a  family- 
owned  cattle-slaughtering  and  meat- 
processing  operation  in  Pico  Rivera, 
Calif.  "lapanesc  meat  specialists  and 
quality  control  people  will  come  over 
here  for  a  month  at  a  time  and  we'll  do 
products  for  them,"  says  Lloyd  Man- 
ning. Tanabe  has  set  up  a  vertically 
integrated  U.S.  operation  with  cattle, 
a  feed  yard,  and  a  slaughterhouse  and 
packing  facility. 

American  beef  for  Japanese  VCRs: 
comparative  advantage,  the  way  the 
economics  texts  say  free  trade  is  sup- 
posed to  work.  But  Americans  should 
not  be  naive  enough  to  think  that  the 
Japanese  won't  go  for  as  big  a  piece  of 
the  action  as  possible. 

Now  that's  the  way  competition 
works.  ■ 


Looking  for  bargains  in  distressed  com- 
mercial real  estate?  Be  careful.  There  are  a 
lot  of  hopeless  buildings  out  there,  says 
veteran  speculator  Sam  Zell 

"Even  I  cant 
turn  a  carrot 
into  a  turnip" 


as  "all  those  strip  shopping  centers 
anchored  by  drugstores  on  one  side,  a 
supermarket  on  the  other  and  12  Chi-: 
nese  restaurants  in  between." 

Zell  and  Lurie  turned  to  the  stock 
market.  They  used  their  real  estate 
profits  to  become  corporate  raiders. 
One  of  the  first  firms  they  acquired 
was  publicly  held  Itel  Corp.,  which 
they  bought  out  of  bankruptcy  and 
built  into  the  world's  largest  railcar 
and  shipping  container  lessor.  The 
huge  tax-loss  carryforwards  gave 
them  profitable  tax  positions  on  sub- 
sequent moves.  They  initiated  an  im- 
friendly  takeover  of  Great  Lakes 
Dredging  Co.,  and  also  now  hold  the 
second-largest  position  in  Santa  Fe 
Southern  Pacific,  the  railroad  giant. 
Today  Zell  and  Lurie  are  listed  on  The 
Forbes  Four  Hundred  at  $400  million 


By  Richard  L.  Stem 


SAM  Zell,  48,  has  made  a  for- 
tune speculating  in  the  real  es- 
tate game.  If  you  doubt  it, 
check  out  the  living  room  in  Zell's 
63rd-floor  condominium  apartment 
just  off  Chicago's  North  Michigan 
Avenue.  Two-story-high  windowed 
walls;  a  panoramic  view  of  Chicago  to 
the  west  and  Lake  Michigan  to  the 
north  and  south. 

Zell  is  not  a  builder.  He  is  a  timer. 
With  longtime  partner  Robert  Lurie, 
he  bought  distressed  real  estate  cheap 
in  the  1970s  and  made  hundreds  of 
millions  selling  it  to  eager  buyers 
when  greedy  tax  shelter  syndicators 
and  incompetent — and  worse — thrift 
institution  executives  poured  public 
money  into  an  overbuilt  and  over- 
priced market.  He  refers  contemptu- 
ously to  the  investments  being  made 


apiece. 
Zell  and  Lurie  are  nosing  aroimd 


Sam  Zell  at  his  Sun  Valkr.  UUtlx ,  hi  mic 

Waiting  to  pounce  on  someone  else's  real  estate. 
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;  real  estate  again.  Merrill  Lynch  has 
. '  raised  $400  million  from  20  major 
institutions  for  them  to  invest  in  dis- 
I  tressed  properties.  Retail  brokerage 
customers  need  not  apply:  Zell  and 
Lurie  together  have  put  in  $30  million 
of  their  own  money  and  Merrill  $10 
million.  Minimum  investment  for 
others:  $5  million. 

The  timing  is  interesting.  Commer- 
cial real  estate  by  and  large  is  in  a 
slimip — and  not  just  in  Texas  and 
Colorado.  In  the  last  two  years  the 
market  has  collapsed  in  cities  like 
Minneapolis,  where  the  vacancy  rate 
has  jumped  from  12.6%  to  21.8%; 
Phoenix,  from  18.5%  to  21.8%;  At- 
lanta, from  14.9%  to  17.6%;  and  Chi- 
cago, from  11.6%  to  14.8%.  And  in 
most  cases  it  is  even  worse  in  the 
suburbs.  Even  in  New  York,  with  a 
relatively  better  12%  rate,  landlords 
are  giving  major  concessions  on  rents. 
"This  nation  has  been  overbuilt," 
says  Zell,  "by  all  those  real  estate 
hustlers  and  developers.  They've 
mailed  America.  Giving  a  developer 
dollars  is  like  giving  cocaine  to  an 
addict.  They  can't  stop  themselves. 
The  greatest  single  shortage  in  this 
country  is  tenants.  We've  already 
gone  through  the  changeover  from 
manufacturing  to  the  service  indus- 
tries. The  population  isn't  growing. 
There  are  just  too  many  buildings,  an 

I  enormous  oversupply  of  real  estate." 
So  what  markets  are  Zell  and  Lurie 
and  their  fund  buying  in?  "We  don't 
buy  markets.  We  buy  buildings,"  Zell 
answers.  "There  are  good  buildings  in 
bad  markets  and  bad  buildings  in  good 
markets  that  no  one  will  ever  be  able 
to  turn  arovmd.  We  look  at  maybe  100 
deals  a  week.  Very  few  are  right  for  us. 
Even  I  can't  turn  a  tiunip  into  a  carrot. 

"Look,"  says  Zell,  "opportunities 
come  from  overbuilt  markets,  debt- 
ridden  owners,  distressed  lending  in- 
stitutions or  economic  problems  like 
J    collapsing  oil  prices." 

Before  assuming  from  Zell's  return 
to  real  estate  that  this  is  a  great  time 
to  get  into  the  market,  remember 
what  he  said  about  the  great  shortage 
of  tenants  and  the  slowing  long-term 
demand  for  real  estate.  He  has  no  in- 
tention of  investing  across  the  board. 
He  is  looking  for  special  situations 
developing  in  the  continuing  glut. 
One  of  the  early  acquisitions  of  his 
new  fvmd  is  a  Salt  Lake  City  shopping 
center  that  has  been  in  bankruptcy 
twice  with  two  different  owners. 
"This  is  a  really  good  property,"  ex- 
plains Zell,  "and  Salt  Lake  City  isn't 
depressed.  The  center  just  came  five 
years  too  soon."  Zell  wasn't  the  only 
one  bidding  in  bankruptcy  court  for 
the  equity  in  the  center.  How  did  he 


get  it  for  the  fund?  Sam  told  an  asso- 
ciate: "To  hell  with  .  .  .  the  equity. 
What  equity?  Get  the  debt  and  you 
control  the  equity."  While  others  bid 
for  stretched-out  five-year  notes  and 
such  on  the  debt,  Zell  says,  "We  came 
in  with  cash  and  bought  the  notes  for 
about  70  cents  on  the  dollar."  After 
that,  it  was  simple  to  get  an  agree- 
ment to  acquire  the  equity. 

Then  there  is  60  Spear  Street,  the 
relatively  new  office  tower  picked  up 
recently  in  overbuilt  San  Francisco. 
The  defaulting  owners,  a  Hong  Kong 
group,  appear  to  have  paid  twice  as 
much  as  Zell,  who  bought  the  build- 
ing for  $16  million.  At  that  price  the 
building  carries  itself.  At  over  $30 
million  it  was  a  disaster. 

The  Zell/Merrill  fund  also  recently 
bought  into  San  Felipe  Plaza,  a  well- 
knowm  office  building  in  distressed 
Houston.  The  Plaza  was  built  for  over 
$100  million  by  Harold  Farb,  a  major 
apartment  developer  who  was  over 
his  head  in  the  city's  overbuilt  office 
market.  Farb  wanted  out  from  under  a 
construction  loan,  but  was  faced  with 
a  huge  tax  liability.  Zell  found  a  way 


to  relieve  Farb  of  the  liability  and  got 
the  building  by  assuming  $30  million 
in  debt  obligations  and  operating  defi- 
cits. He  also  bludgeoned  concessions 
from  the  bank  that  financed  the  build- 
ing. Subsequently,  the  fund  purchased 
50%  of  Zell's  interest. 

"The  building  was  90%  rented," 
says  Zell.  "The  only  problem  is,  the 
developer  gave  three  years  of  free  rent 
to  fill  the  building  and  then  couldn't 
keep  up  with  the  payments.  At  our 
acquisition  cost  and  with  our  staying 
power,  we  can  sit  and  wait  a  long  time 
for  a  turnaround  in  Houston,  and  this 
building  is  a  gem,"  he  says. 

Zell  cautions,  however:  "This  isn't 
the  1970s,  when  you  could  buy 
buildings  from  lenders  for  a  dollar 
down  and  an  equity  promise  at  the 
other  end  if  it  worked  out."  He  re- 
peats what  he  said  earlier:  The  party 
is  over  in  commercial  real  estate.  For 
a  long  time  to  come.  Picking  bar- 
gains amid  all  the  distressed  mer- 
chandise is  like  walking  through  a 
mine  field.  It  is  a  game  best  left 
to  the  explosives  and  demolition 
experts.  ■ 


Debt  swaps  were  supposed  to  help  reduce 
the  Latin  debt  problem.  But  the  swaps  are 
generating  problems  of  their  own. 

Latin  America's 

overheated 
debt  swsQ)  market 


By  Patriee  Dng^ui 


EVERY  EASY  ANSWER  to  the  Latin 
American  debt  problem  seems 
simply  to  breed  new  problems. 
Prices  are  rising  at  a  250%  annual  rate 
in  Argentina  and  nearly  2,000%  in 
Brazil.  The  last  thing  either  nation 
needs  is  more  inflation.  Yet  the  cur- 
rent debt-for-equity  swaps,  touted  so 
enthusiastically  by  some  bankers  as  a 
way  to  ease  the  debt  crisis,  seem  sim- 
ply to  breed  more  inflation.  Says  MIT 
economist  Rudiger  Dombusch,  a 
leading  U.S.  authority  on  the  debt  sit- 
uation: "The  swaps  are  financed  sim- 
ply by  printing  money,  and  the  conse- 
quences are  so  adverse  that  swaps  will 


certainly  not  last  at  current  levels." 
Indeed,  last  November  Mexico  sus- 
pended debt-for-equity  swaps. 

Debt-equity  swaps  came  about  as  a 
way  to  exchange  foreign  debt  for  local 
currency  earmarked  for  local  invest- 
ment. For  example,  Simpson  Paper 
Co.,  of  San  Francisco,  recently  re- 
ceived approval  to  purchase  about  $60 
million  in  Chilean  loans  from  a  bank 
for  just  under  $40  million.  The  com- 
pany plans  to  turn  the  note  in  to  the 
Chilean  govenunent  in  exchange  for 
Chilean  pesos  at  about  87%  of  face 
value.  Simpson  will  use  the  pesos  to 
build  a  pulp  mill  in  Mininco,  Chile. 

As  the  market  has  grov^m  more  so- 
phisticated, so  has  the  use  of  swaps. 
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Jeffrey  Sachs,  Hamard  economist  and  consultant  to  Boliina 
Can  the  eowuUriea  i^ord  all  this  awappittg? 


HoswcU  Aii>ycrAjt+jiV(.- 


Recently  a  Dutch  soccer  teaxn  uti- 
lized a  debt-equity  swap  to  purchase 
the  contract  of  Romario  Farias,  a  Bra- 
zilian soccer  player. 

The  problem  is  that  so  many  partic- 
ipants have  crowded  into  the  market 
that  the  pressure  to  do  deals  is  enor- 
mous. All  too  h-equently  countries 
simply  print  the  currency  needed  to 
buy  their  debt.  Consider  Brazil.  Every 
month  more  than  $150  million  in 


debt  is  sold  at  a  formal  central  bank 
auction.  If  the  government  isn't  run- 
ning a  surplus,  which  it  rarely  is,  it 
must  print  money  to  pay  for  the  debt. 
Even  more  debt  has  been  channeled 
through  informal  swaps  that  bypass 
the  central  bank.  Informal  swaps  have 
been  an  important  source  of  growth  in 
the  secondary  market  this  year,  but 
they've  had  a  devastating  effect  on  the 
Brazilian  cruzado.  Here's  why:  Say  an 


The  tEHis  relentless 


As  more  banks  seek  to  unload  their  Latin  debt  and  the  countries' 
economies  deteriorate,  the  average  price  of  a  loan  on  the  secondary 
market  for  the  five  countries  below  has  fallen  from  65  cents  on  the  dollar 
in  January  1987  to  39  cents  last  month. 
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And\-  ChnsiK- 


intermediary  has  bought  a  note  for 
$100  million  that  was  lent  in  dollars 
to  a  state-run  Brazilian  company.  The 
buyer  pays  just  46  cents  on  the  dollar. 
He  bypasses  the  central  bank  and  goes 
directly  to  the  debtor  company, 
which  pays  the  debt  in  cruzados,  per- 
haps at  95  cents  on  the  dollar. 

The  intermediary  now  has  a  lot  of 
cruzados,  which  it  bought,  in  effect,  at 
less  than  half  the  official  rate.  It  then 
goes  to  a  local  investor  or  a  currency 
arbitrager,  and,  in  effect,  sells  the  cru- 
zados for  dollars,  but  again  at  a  dis- 
count, say  50  cents.  The  intermediary 
has  made  a  profit  of  4  cents.  The  in- 
vestor or  arbitrager  then  sells  the  cru- 
zados on  the  parallel  market  for  dol- 
lars, also  making  a  spread. 

Inflation  isn't  the  only  problem. 
With  the  demand  for  dollars  so  great, 
the  premium  on  the  black  market 
over  the  official  rate  ran  to  70%  in 
September  in  Brazil.  "The  more  the 
premium  is,  the  more  the  country, 
loses  in  foreign  exchange,"  says  Dom- 
busch,  explaining  that  exporters  start 
underreporting  their  earnings  to  the 
central  bank  in  order  to  retain  hard 
currency  to  trade  on  the  black  market. 

Jeffrey  Sachs,  a  Harvard  economist 
and  consultant  to  the  Bolivian  gov- 
ernment, believes  that  most  of  these 
countries  simply  cannot  afford  debt 
swaps  as  they  now  exist.  "To  amor- 
tize debt  that  has  been  rescheduled  for 
20  years  and  to  take  current  cash  to  do 
it  is  a  big  mistake,"  says  Sachs. 

In  Brazil  the  goverrmient  has  now 
acted  to  curb  the  informal  swap  mar- 
ket. With  inflation  spiraling,  it  an- 
nounced in  September  that  it  will  no 
longer  tolerate  informal  swaps  done 
by  state-run  companies.  There  will 
still  be  informal  swaps  by  companies 
that  are  not  state-run,  but  the  market 
will  be  severely  limited.  Other  coun- 
tries, including  Argentina  and  the 
Philippines,  are  also  becoming  wary 
of  the  inflationary  impact  of  swaps. 

Such  curbs  come  as  a  bucket  of  cold 
water  on  what  has  become  one  of  the 
world's  hottest  markets.  This  year  an 
estimated  $30  billion  of  Latin  debt 
will  change  hands  in  this  deep-dis- 
count market,  up  more  than  50% 
from  last  year.  More  important,  swaps 
this  year  will  allow  Latin  America  to 
reduce  its  staggering  $435  billion  debt 
load  by  at  least  $10  billion.  That's  not 
much,  but  it  helps  ease  the  pain  of 
banks  and  others  stuck  with  these 
fundamentally  unsound  loans. 

Any  cooling  of  the  swap  market 
could  complicate  things  for  U.S. 
banks  trying  to  sell  their  Latin  Ameri- 
can loans  as  well  as  for  Wall  Street 
investment  banks,  which  have  been 
making  good  money  as  middlemen.  In 
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the  past  18  months,  nearly  60  finan- 
cial institutions  have  begun  swapping 
Latin  debt,  while  others  have  doubled 
or  tripled  the  size  of  their  trading  de- 
partments. But  look  for  cutbacks  now 
that  competition  is  so  strong  for  what 
may  be  a  shrinking  market. 


"When  I  started  (m  1984],  the  first 
deals  I  was  doing  were  making  5,  6  or 
7  points  on  a  transaction,"  says  Tony 
Angotti  of  Security  Pacific.  "Now 
people  are  battling  for  one-sixteenth 
to  one-eighth  of  a  point." 

You  can,  in  short,  have  too  much  of 


a  good  thing.  On  a  small  scale,  debt- 
equity  swaps  are  a  constructive  devel- 
opment in  a  bad  situation.  But  they 
are  no  cure-all,  and  by  fueling  infla- 
tion while  encouraging  financial  spec- 
ulation, they  sometimes  do  more 
harm  than  good.  ■ 


U.S.  steelmakers  can  now  produce  steel  for 
the  U.S.  market  more  cheaply  than  their 
foreign  competitors  can.  So  why  are  they 
pleading  for  a  renewal  of  import  quotas? 

Efficiency 
is  not  enough 


By  Ruth  Simon 


W'e're  the  low-cost  producer  for 
the  American  market.  We  have 
not  been  able  to  say  that  for  the  last  15 
years."  So  says  USX  Chairman  David 


Roderick  of  the  American  integrated 
steel  industry. 

Years  of  retrenchment  have  cut 
U.S.  steelmaking  capacity  by  30%, 
eliminating  inefficient  plants  and 
lessening  price  pressures  in  the  do- 


Ctttting  costs  pays  oft 


U.S.  steelmakers  are  now  the  low-cost  producers  for  the  U.S.  market, 
having  pared  costs  from  $684  to  $481  per  ton.  They  have  a  $14-per-ton 
edge  over  the  South  Koreans,  who  spend  $106  less  on  labor  costs. 
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mestic  market.  Meanwhile,  the  in- 
dustry has  poured  nearly  $9  billion 
since  1982  into  making  its  remaining 
operations  more  productive.  Sixty 
percent  of  U.S.  steel  is  produced  by 
highly  efficient  continuous  casters, 
up  from  32%  five  years  ago.  And  it 
takes  only  about  5.5  man-hours  to 
produce  a  ton  of  steel,  down  39% 
from  1981  levels. 

It  now  costs  just  $481  to  produce  a 
ton  of  steel  here,  down  from  $684  six 
years  ago — a  30%  improvement  in  ef- 
ficiency (see  chart).  When  you  figure  in 
shipping  charges,  the  U.S.  can  beat 
even  the  world's  lowest-cost  produc- 
ers: Taiwan,  South  Korea  and  Brazil. 

After  years  in  the  doghouse,  steel 
stocks  have  become  almost  respect- 
able again.  The  industry  should  earn 
some  $2  billion  this  year  after  collec- 
tive losses  of  $12  billion  between 
1982  and  1986.  At  Roderick's  USX 
earnings  are  up  1 5  7%  for  the  first  nine 
months  of  this  year,  to  $598  million, 
while  Bethlehem's  earnings  have 
jumped  227%,  to  $337  million. 

The  capital  spending  has  helped 
U.S.  steelmakers  to  beat  the  quality 
problem  that  plagued  them  for  so 
many  years.  "They've  done  a  com- 
plete turnaround,"  says  Ford  steel 
buyer  Daniel  Marion.  Five  years  ago 
Ford  rejected  as  much  as  8%  of  the 
steel  shipped  to  it  from  domestic 
sources.  For  the  past  six  months  the 
reject  rate  has  been  just  seven-tenths 
of  1  % .  That  puts  domestic  makers  on 
an  equal  footing  with  the  Japanese 
and  well  ahead  of  the  Europeans,  who 
have  a  5%  reject  rate. 

U.S.  steelmakers  have  even  begun 
eyeing  lucrative  export  markets 
themselves.  USX,  for  one,  plans  to 
export  more  than  1  million  tons  of 
steel  in  1989,  up  from  literally  zero 
tons  two  years  ago.  At  Bethlehem 
Steel,  exports  should  total  150,000 
tons  this  year,  up  from  about  100,000 
tons  in  1987.  "We  could  probably 
have  doubled  that  if  we  had  had  the 
steel  to  do  so,"  says  Bethlehem  Chair- 
man Walter  Williams. 

So,  does  the  industry  still  have  a 
case  for  quotas?  "Eliminating  quotas 
today  would  not  be  a  signficant  prob- 
lem for  most  steelmakers,"  says  In- 
land Steel  Industries  Chairman  Frank 
Luerssen,  whose  mills  are  humming 
along  at  94%  of  capacity. 
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Note  that  Luerssen  says  "today." 
Worldwide,  the  steel  industry  is  still 
plagued  by  100  million  tons  of  excess 
capacity,  nearly  equal  to  what  the 
U.S.  can  produce.  If  a  global  recession 
hits,  the  foreigners  would  be  tempted 
to  dump  steel  here,  just  to  keep  their 
workers  busy.  Against  this  possibili- 
ty, U.S.  steelmen  are  already  lobbying 
strongly  for  a  renewal  of  import  quo- 
tas when  the  current  agreement  ex- 
pires in  September  of  1989. 

"Quotas  are  very  likely  to  be  one  of 
the  first  major  trade  issues  for  the  new 
Administration  to  deal  with,"  says 
Robert  Cassidy,  director  of  steel  trade 


policy  for  the  U.S.  Trade  Representa- 
tive, the  lead  agency  on  the  quota 
program. 

For  all  the  sentiment  here  for  free 
trade,  the  U.S.  is  increasingly  ready 
and  willing  to  take  protectionist  steps 
against  what  it  considers  unfair  trade 
practices.  "Even  if  you're  the  low-cost 
producer,  it  wouldn't  make  a  differ- 
ence in  a  downturn  if  competitors 
start  selling  into  your  market  below 
their  own  costs  of  production,"  says 
Salomon  Brothers  metals  analyst  Mi- 
chelle Galanter  Applebaum. 

Absent  a  renewal  of  quotas,  U.S. 
steelmakers  can  always  respond  by 


flooding  the  International  Trade! 
Commission  and  the  Commerce  De- 
partment with  antidumping  suits.  But 
doing  so  is  cumbersome  and  time- 
consuming,  since  complaints  are  tried 
on  a  product-by-product,  country-by- 
country  basis.  "It  costs  us  hundreds  of 
thousands  of  dollars  for  each  case," 
complains  Inland's  Luerssen. 

The  spectacle  of  steelmakers,  flush 
with  profits  from  mills  running  flat- 
out,  now  lobbying  for  renewed  import 
quotas,  is  not  a  pretty  one.  But,  seeing 
what  those  fellows  have  been 
through,  you  can't  really  blame  them 
for  trying.  ■ 


GMs  tremendous  nine  months  profits 
came  with  minimal  help  from  its  once  most 
profitable  group.  But  Buick-Oldsmobile- 
Cadillac  is  squeezing  down  capacity  and 
costs,  and  may  pull  its  weight  again  soon. 

GM-yes,  it's 
for  real 


By  Jerry  Flint 


ONE  OF  THE  big  questions  on 
postelection  Wall  Street  is:  Is 
the  General  Motors  turn- 
around for  real  or  is  it  just  a  flash  in 
the  pan?  CM  earned  $3.5  billion  in 
nine  months  this  year,  the  stock  price 
has  bumped  up  to  the  mid-80s,  and 
excited  analysts  are  talking  about  $5 


billion,  say  $14  a  share,  for  the  year. 
That's  good  money,  but  CM  is  capa- 
ble of  more  in  a  good  auto  year,  given 
the  profit  leverage  in  the  automobile 
business. 

Understand,  first,  that  the  profit 
that  is  suddenly  so  exciting  at  General 
Motors  isn't  coming  from  the  heart  of 
its  business,  the  high-priced  and  po- 
tentially high-profit  cars,  the  Buicks, 


Oldsmobiles  and  Cadillacs.  In  fact, 
GM's  total  North  American  automo- 
tive operations  actually  lost  money  in 
the  first  quarter  this  year,  before  mov- 
ing into  the  black  in  the  second  and 
third  quarters.  But  even  in  those  two 
profitable  quarters,  the  booming 
truck  business  probably  had  more  to 
do  with  the  turnaround  than  GM's 
high-end  cars. 

So  GM  is  making  real  money  again, 
but  with  only  so-so  help  from  the 
traditionally  most  profitable  part  of 
the  business,  the  Buick-Oldsmobile- 
Cadillac  group.  GM's  luxury  models, 
the  Cadillacs,  the  Olds  98s,  the  Buick 
Park  Avenues,  can  produce  gross  prof- 
its of  $4,000  to  $5,000  per  car  when 
sales  are  strong.  Throw  in  the  poten- 
tial from  the  medium-priced  models 
of  Buick  and  Oldsmobile,  and  the 
group  is  capable  of  making  $6  billion 
or  more  in  gross  profits  in  a  bumper 
year.  This  year,  Forbes  figures,  the 
B-O-C  group  will  be  closer  to  the 
break-even  point. 

The  question  is:  Can  GM  make  big 
money  on  its  high-end  cars,  given  that 
it  may  never  again  get  back  to  the 
market  dominance  it  once  enjoyed? 

The  answer  is  most  definitely  yes. 


What  happens  if  everybo4y  goes  upscale? 


It  bodes  well  for  GM's  traditionally  profitable  big-car 
divisions  that  the  whole  auto  market  is  moving  its 
way.  Small  cars  are  selling  sluggishly  in  the  current 
auto  boom. 

Hyundai,  the  Korean  car,  has  run  sales  declines  for 
four  straight  months.  Other  bottom-market  cars,  like 
the  Yugo  and  the  Korean-made  Pontiac  LeMans  and 
Miisiibishi  Precis,  or  the  Japanese-made  GM  Geo 
Sprint  or  Toyota  Tercel,  also  are  sagging. 

"The  low-priced  market  is  dying,"  says  Richard  Rec- 
chia,  executive  vice  president  of  Mitsubishi  in  the  U.S. 
"I  just  don't  think  the  low  end  was  nearly  as  large  as  we 
imagined." 

Tighter  credit  standards  are  particularly  hard  on  buy- 


ers at  the  low  end.  "Hyundai  dealers  tell  me  they  have 
to  sell  the  same  car  five  times  before  they  have  a  deal 
they  can  finance,"  says  Al  Bums,  editor  of  Car  Dealer 
Insider  newsletter. 

Of  course,  the  natural  competitor  to  the  low  end  of 
the  market  comes  from  the  flood  of  used  cars  loosed  on 
the  lots  by  people  buying  new  cars  during  these  auto 
boom  times.  In  short,  the  lowest-priced  car  sells  well 
here  only  in  bad  times  or  in  times  of  scares  about 
gasoline  availability.  Says  Ray  Windecker,  Ford's  in- 
house  sales  analyst,  "The  whole  market  is  moving 
upscale,  so  it  pulls  up  from  the  bottom.  Give  us  a  little 
recession  or  a  jump  in  gasoline  prices  and  you  see  a 
little  twisting  back."  But  just  a  little.— J.F. 
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for  two  reasons:  reduced  costs  and 
reduced  capacity  and  overhead.  Costs 
are  coming  down  pretty  fast.  "If  we 
get  ten  more  hours  out  of  manufactur- 
ing these  cars,  we'll  be  competitive 
[with  Japanese  productivity],"  says 
j.T.  Battenberg  III,  the  boyish-looking 
vice  president  and  group  executive  of 
Buick-Oldsmobile-Cadillac. 

The  group  was  hemorrhaging  mon- 
ey a  few  years  ago.  Sales  were  falling 
and  production  costs  were  out  of  con- 
trol, with  GM's  new  computer-con- 
trolled assembly  lines  breaking  down 
frequently.  Group  Vice  President  Wil- 
liam Hoglund  stopped  the  bleeding. 
He  was  promoted  to  executive  vice 
president  and  sent  over  to  the  trou- 
bled parts  operation.  Battenberg,  his 
successor,  is  an  engineer  with  busi- 
ness school  credentials.  Battenberg  di- 
rects an  empire  within  CM — 80,000 
employees,  1.55  million  cars,  $35  bil- 
lion in  sales. 

That  empire  has  undergone  a  tre- 
mendous restructuring.  Three  years 
ago — in  1986 — GM  needed  a  horren- 
dous 70  man-hours  (average)  of  as- 
sembly time  to  put  together  one  of  its 
luxury  cars.  Last  year  the  average  at 
the  group's  four  big-car  plants  was  51 
hours  per  car;  this  year  it's  45  hours. 
Battenberg  says  he'll  have  the  luxury 
cars  down  to  34  to  36  hours  by  the  end 
of  I99I. 

Figuring  close  to  $30  an  hour  in 
labor  costs,  times  10  hours  to  be 
saved,  times  800,000  such  luxury 
models,  that's  a  saving  of  $200-mil- 
lion-plus,  most  of  which  goes  straight 
to  the  bottom  line. 

This  is  a  continuation  of  a  program 
that  began  two  years  ago  with  the 
mission  of  taking  $2,230  out  of  the 
group's  costs  per  car.  Battenberg  says 
about  40%  of  that,  $900  a  car,  remains 
to  be  done.  Squeezing  those  ten  man- 
hours  out  of  assembly  time  will  be  a 
big  chunk. 

Along  with  shrinking  costs,  the 
group  is  cutting  capacity.  A  big  Ypsi- 
Janti,  Mich,  plant  will  be  transferred 
to  the  Chevrolet-Pontiac  group  next 
spring.  "We  made  800,000  cars  in  four 
plants;  now  we'll  make  800,000  in 
three.  I  guess  we'll  save  some  money 
there,"  says  Battenberg. 

Battenberg  also  says  that  inventory 
once  turned  -30  times  a  year.  "Now 
it's  at  40  to  45  turns,  and  we're  shoot- 
ing for  50  to  55.  We  used  to  have 
delays  and  poor  acceleration  in  start- 
ing new  programs.  Now  we're  hitting 
deadlines.  We  hit  every  car  we  prom- 
ised, on  time  and  below  cost." 

All  this  means  GM  is  likely  to 
make  more  money  in  this  group  even 
if  market  share  doesn't  improve.  If 
market  share  comes  back  up  a  bit,  the 


Eric  Smiih/Giu 


/  T.  Battenberg  III,  new  vice  president  of  the  Btiick-Olds-Cadillac  group 

The  hemorrhaging  htis  been  stopped.  Now  he  has  to  make  some  money. 


leverage  will  be  tremendous. 

Will  market  share  improve?  "De- 
mand for  the  product  [the  new  1989 
models]  is  solid,"  Battenberg  says. 
"We're  studying  ways  to  get  more 
cars."  Rather  than  build  new  plants  to 
add  capacity,  he  says,  GM  could  even 
go  to  three  shifts. 

Mark  that:  Battenberg  implies  GM 
has  finally  taken  a  leaf  from  the  Don 
Petersen  book  at  Ford  and  has  decided 
that  it  is  better  to  squeeze  for  capacity 
when  times  are  good  than  to  eat  idle 
plant  costs  when  business  is  slow.  It's 


clear  now  that  GM  has  decided  to 
forget  about  getting  back  to  50%  or 
more  of  the  U.S.  automobile  market 
and  concentrate  instead  on  making 
more  money  out  of  a  still-impressive 
35%  figure. 

What's  wrong  with  shrinking  a  bit 
when  you're  still  a  $100  billion  (reve- 
nues) company?  Anyone  who  doubts 
that  GM  has  the  money  and  the 
brains  to  make  money  even  with  low- 
er market  penetration  is  badly  under- 
estimating this  battered  but  still  pow- 
erful company.  ■ 
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TheNewAuclilOO/200  Series. 

Audi  IS  not  immune  to  the  seductive  lure  of  luxury. 

After  all,  the  new  100/200  Series  boasts  a  long  list  of 
indulgences.  Like  a  six-speaker  stereo  system.  Zebrano 
wood  inlays.  Private  reading  lamps  and  headphone  jacks. 
I^^P^K  Heated  leather  seats,  available  both  front 
^^HiiPr   and  rear.  A  climate  control  system  with 
dual  temperature  sensors.  And  a  power  seat  with  four- 
position  memory. 

But  Audi  also  believes  all  that  is  mere  prologue  to 
the  ultimate  luxury— peace  of  mind. 

Which  is  why  the  new  100/200  Series  is  built  with 


one  guiding  vision:  to  give  drivers  the  confidence 
of  control.  n 

From  Audi's  proven  front-wheel  drive,  with  its  'ft 
Centering  Steering  geometry.  To  the  highly  evolved  f  r? 
manent  all-wheel  drive  Quattro.  From  the  quiet  reassut*- 
of  Anti-Lock  Braking  (ABS).  To  the  precise  and  agile  \l 
rack-and-pinion  steering.  I, 

Everything  has  been  designed  and  refined  to  hell 
the  driver  take  control  of  the  unforeseen  and  the    1 1 
unexpected.  Right  down  to  the  radical  new  ownershi 
protection  called  the  Audi  Advantage. 

For  example,  for  the  first  three  years  or  50,000 


;,  the  no-charge  maintenance  and  limited  warranty 
I  Audi  Advantage*  means  all  repairs,  all  scheduled 
itenance,  all  routine  oil  changes  are  all  paid  for.  The 

|i  d  alignments,  the  brake  pads,  the  wiper  blades,  you 

t  e  it.  Even  normal  wear-and-tear  is  covered,  except 

li  res  and  soft  trim,  of  course. 
In  short,  it  pays  for  virtually  every- 
but  gasoline.  (An  owner  still  has 

1    responsibilities,  after  all;  so  there's 
inevitable  fine  print  about  negli- 

.  ^  and  accidents.) 
The  Audi  Advantage  also  offers 
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24-Hour  Roadside  Assistance.  A  full  decade  of  corrosion 
protection.  And  welcome  secunty  at  trade-in  time.  Thanks 
to  a  Guaranteed  Resale  Index  that  certifies  trade-in  value. 
It  is,  quite  simply,  a  better  way  to  own  a  car.  And 
'\    best  of  all,  it  comes  with  a  better  car  to  own. 
Which  makes  us  wonder  if  the  new 
■    Audi  100/200  Series  is  truly  a  luxury. 
\    Or  a  necessity? 

'Your  icoXer  wi//  '(irouiXy  .short'  Jt'tails  of /^udis  nfw  car  and  corro- 
sion perjoration  limited  warranties,  and  the  other  programs  listed 
ahove  Roadiide  Assistance  provided  hj'  the  US  AC.  Motoring 
Division.  Inc  Guaranteed  Resale  Index  excludes  leases  Certain 
restrictions  apply  Not  alljeatures  described  are  included  on  every 
model  For  more  information,  call  1-800-FOR-AUDl  ©  1988  Audi 
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AudiToday:  ProtectbnWithout  Precedent. 
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Recreational  boating  has  been  a  prime 
beneficiary  of  the  great  consumer  boom. 
No  serious  setback  there  yet,  but  there  are 
unmistakable  signs  of  slowing  growth. 


Decelerating? 


Brunswick  Corp.  's  Jack  Reichert 

"We  had  decided  to  slow  shipments. 


Miclue!  Patrick  PiCTure  Group 


By  Howard  Rudnitsliy 


SIX  SOLID  YEARS  of  boom.  That's 
been  the  story  in  the  recre- 
ational powerboat  business, 
where  nationwide  revenues  have 
chmbed  from  $2.6  billion  in  1982  to 
over  $7.5  billion  this  year.  Will  the 
boom  never  end?  Or  will  there  soon 
be  one  or  more  boats  in  every  garage 
in  the  U.S.? 

No  disaster,  but  there  arc  signs  the 
boom  is  slowing.  Brunswick  Corp.  ac- 
counts for  some  20%  of  the  U.S.  pow- 
erboat market,  mainly  through  its 
U.S.  Marine  lincluding  Bayliner)  and 
Sea  Ray  divisions,  and  half  of  the  ma- 
rine engine  market.  Boating  accounts 
for  75%  of  the  company's  $3.2  billion 
revenues.  Last  month  Brunswick  re- 
ported   unexpectedly    disappointing 


third-quarter  earnings.  Its  marine 
products  operations  showed  a  19% 
earnings  decline.  Weakness  permeat- 
ed Brunswick's  fishing  and  defense 
businesses,  too.  Analysts  quickly 
downgraded  their  1988  earnings  esti- 
mates. In  the  stock  market,  Bruns- 
wick stock  shed  a  quick  13%  of  its 
market  value  and  has  only  partially 
recovered  since. 

Was  the  third-quarter  downturn  a 
blip?  Or  a  harbinger? 

A  blip,  promises  Brunswick  Chair- 
man Jack  Reichert.  He  insists  that 
Brunswick's  marine  boating  earnings 
problems  resulted  from  temporary 
factors.  He  reels  off  a  long  list:  startup 
of  seven  new  boat  plants;  a  significant 
engine  plant  expansion;  rising  fiber- 
glass resins,  steel  and  aluminum 
prices;  and  the  introduction  of  major 


model  changeovers,  particularly  in 
the  Bayliner  operation. 

Reichert  says  all  this  happened  at  a 
time  when  "we  had  decided  to  slow 
shipments  to  thin  out  dealer  inven- 
tory pipelines  of  boats  and  engines.  So 
sales  slowed  at  a  time  when  our  costs 
were  rising  sharply.  But  now  cost  in- 
creases are  moderating,  and  we  are 
entering  the  fourth  quarter  with  the 
largest  array  of  new  models  in  our 
history." 

Reichert  anticipates  solid  sales 
gains  in  the  early  part  of  1989,  based 
on  sizable  dealer  orders  already  in 
hand.  Brunswick's  two  largest  com- 
petitors, Outboard  Marine  Corp.  and 
Irwin  Jacobs'  privately  owned  Gen- 
mar  Industries,  claim  they  haven't  ex- 
perienced any  sales  or  earnings  prob- 
lems and  don't  expect  any  this  year. 

Maybe  so,  but  remember  this:  Un- 
der Reichert,  Brunswick  has  proven  to 
be  so  powerful  a  competitor  that  it 
can  grab  market  share  from  its  many 
smaller  rivals.  Thus  Brunswick,  as 
well  as  its  two  largest  competitors, 
can  do  well  even  in  a  slowing  market. 
And  make  no  mistake:  The  recre- 
ational powerboat  business  is  clearly 
slowing  after  six  boom  years.  This 
year's  unit  volume  will  be  up  9%-to- 
10%  over  last  year.  But  since  the 
spring,  unit  growth  has  decelerated  by 
a  couple  of  percentage  points. 

Merrill  Lynch  Capital  Markets'  vet- 
eran leisure  time  analyst  Harold  L. 
Vogel  recently  attended  the  National 
Marine  Manufacturers  Association 
annual  meeting.  Vogel  is  a  great  ad- 
mirer of  Brunswick  management's 
ability  to  gain  boating  market  share. 
Nonetheless,  Vogel  thinks  even 
Brunswick  will  have  a  tough  time  in- 
creasing its  earnings  next  year  over 
I988's  estimated  $2.45  per  share. 

Why?  It's  the  same  story  as  else- 
where in  consumer  businesses:  The 
customers  are  hocked  to  the  ears. 
They  are  willing  to  borrow  so  long  as 
they  feel  comfortable  about  the  econ- 
omy, but  at  the  first  signs  of  reces- 
sion, Vogel  thinks  they  will  pull 
back — especially  on  boats  and  other 
nonessentials.  Vogel:  "Experience 
shows  that  once  boat  demand  stops,  it 
stops  abruptly." 

No,  Brunswick  isn't  in  danger  of 
sinking.  As  Reichert  says,  its  prob- 
lems this  year  are  largely  nonrecur- 
ring. But  many  of  Brunswick's  small- 
er competitors  could  find  themselves 
in  troubled  waters.  This  could  lead  to 
inventory  dumping,  price-cutting  and 
a  sharp  drop  in  the  prices  of  good  used 
boats.  If  you've  got  cash  and  are  in  the 
market  for  a  boat,  maybe  wait  until 
next  year.  You  might  be  able  to  get 
more  boat  for  less  money  then.  ■ 
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In  1762,  Hugh  McDermott  neglected  to  give  a  bottle 

of  Drambuie  to  the  postman  for  Christmas. 

To  this  day,  no  member  of  the  McDermott  clan  has 

ever  received  so  much  as  a  postcard. 


As  legends  go,  this  fact  may  well  be  fiction.  But  what  is  indisputably  the  truth  is  that 
Drambuie  is  the  legendary  liqueur  with  a  uniquely  satisfying  taste. 
Drink  Drambuie,  the  liqueur  flavored  with  wild  heather  honey  and  the  finest  malt 
whiskies.  Or,  now  that  the  holidays  are  near,  give  Drambuie.  Scottish  in  origin, 
distinctive  in  taste, unchanged  since  1745. 

Drambuie.The  stuff  legends  are  made  of. 


When  home  values  fluctuate,  opportunities 
for  bamboozlers  multiply  like  bacteria. 


Foreclosure 
follies 


By  Richard  Behar 


Y'  ou  SEE  THE  ADS  in  newspapers 
all  over  America:  Stop  foreclo- 
sure! Second  or  third  mortgages 
available!  Bad  credit  no  problem!  No 
income  checks!  No  payments  for  two 
years!  No  credit  requirements! 

Such  ads  find  ready  response.  Resi- 
dential mortgagees  are  defaulting  at  a 
postwar  record  rate,  with  over 
300,000  homeowners  currently  more 
than  90  days  late  on  their  mortgage 
payments,  up  100%  from  1980's  rate. 

People  in  danger  of  losing  their 
homes  become,  understandably,  des- 
perate. They  are  prey  to  scamsters 
promising  them  relief.  Herewith,  a 
Baedeker  of  what's  hot  this  season 
among  mortgage  rip-off s: 

Equity  skimming.  A  national  epi- 
demic. It  works  best  in  falling  real 
estate  markets  where  a  house's  value 
nolongerexceeds,oreven  matches,  the 
mortgage  debt  of  the  desperate  home- 
owner. That's  when  the  hustler  offers 
to  take  over  the  homeowner's  VA-  or 
FHA-insured  mortgage  in  return  for  a 
quit  claim  deed  on  the  property. 

The  sucker  goes  for  the  con  believ- 
ing it  will  save  him  from  foreclosure 
and  keep  his  credit  rating  intact.  But 
victims  are  so  thrilled  at  the  prospect 
that  they  overlook  some  carefully 
drawn  fine  print  that  prevents  the 
bank  and  the  FHA  or  VA  from  finding 
out  that  ownership  of  the  property  has 
changed.  The  ploy  depends  on  the 
willingness  of  a  third  party,  usually  an 
escrow  officer,  to  do  what  he's  told 
and  mind  his  own  business. 

Once  the  hustler  obtains  physical 
possession,  he  never  makes  a  mort- 
gage payment.  Instead,  he  rents  out 
the  house  and  pockets  the  income, 
often  for  a  year  or  more  before  the 
mortgage  lender  forecloses.  Then,  the 
tenant  is  evicted,  the  original  home- 


owner's credit  rating  is  impaired,  and 
the  VA  or  FHA  has  to  take  what  it  can 
get  for  the  house  and  make  the  lender 
whole.  Almost  everyone  loses,  in 
short,  except  the  scam  artist.  In  Las 
Vegas,  two  such  hustlers  were  recent- 
ly convicted  in  a  scam  that  involved 
over  100  homes.  The  Federal  Bureau 
of  Investigation  is  working  on  hun- 
dreds of  similar  cases  nationwide. 

Certified  drafts.  Normally  a  bank 
won't  return  a  homeowner's  deed  un- 
til his  final  payment  check  clears  the 
bank  on  which  the  check  is  drawn — 
but  not  always,  which  is  why  this 
scam,  which  so  far  has  surfaced  in  at 
least  seven  states,  sometimes  works. 
In  a  number  of  recent  cases  banks 
have  accepted  as  "payment  in  full" 
various  official-looking  "certified 
drafts"  drawn  on  nonexistent  Mexi- 
can banks.  Swindlers  sell  the  counter- 


feit drafts  to  gullible  but  larcenous- 
minded  homeowners  for  15%  of  face 
value.  Several  Idaho  men  have  been 
charged  with  selling  $3  million  of  the 
worthless  drafts  to  33  fellow  state  res- 
idents, who  in  turn  used  them  to  pay 
off  loans  from  16  Idaho  banks. 

The  used  car  mortgage.  Several 
years  ago,  a  Philadelphia  woman 
bought  a  $6,000  used  car  with  financing 
from  a  consumer  loan  outfit.  Fidelity 
Consumer  Discount,  which  demanded 
her  home  as  collateral.  Why?  To  make 
more  mortgage  money  available.  Con- 
gress in  the  late  1 9  70s  exempted  many 
loans  secured  by  first  liens  on  homes 
from  state  usury  ceilings.  This  allowed 
Fidelity  to  charge  the  woman  an  effec- 
tive rate  of  32%  annually,  compared 
with  Pennsylvania's  21%  ceiling  on 
this  type  of  auto  loan.  In  another  case,  a 
woman  cosigned  her  son's  car  loan 
from  Fidelity,  and  when  her  son  de- 
faulted, she  had  to  file  for  bankruptcy  to 
try  to  save  her  home. 

The  unpatriotic  appraisal.  While 
Texas  real  estate  was  starting  to  col- 
lapse several  years  ago,  servicemen  in 
San  Antonio  bought  homes  through 
VA-  or  FHA-guaranteed  mortgages, 
then  later  found  that  they  could  no 
longer  rent  or  resell  them  at  prices 
high  enough  to  avoid  foreclosure.  In 
congressional  hearings  earlier  this 
year,  the  victims  claimed  that  Ray 
Ellison  Homes,  one  of  the  country's 
largest  independent  homebuilders, 
provided  them  with  fraudulent  sky- 
high  appraisals  to  accommodate 
third-party  investors  seeking  write- 
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After  all  the  hoopla  and  hurrahs, 
America  still  needs  a  new  policy 
to  cut  dependence  on  foreign  oil. 


-% 
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Ncf^  that  the  election 
is  over,  we  need  a  new 
national  energy  policy  to 
encour^e  the  development 
of  proven  alternatives  to 
foreign  oil,  alternatives  such 
as  nuclear  energy.  A  sudden 
oil  embargo  today  would 
devastate  our  economy  and 
threaten  our  national  security. 


America  is  using  more  and  more 
foreign  oil.  We  will  soon  be 
importing  nearly  50  percent  of 
all  the  oil  we  use. 

We  need  a  balanced  national 
energy  policy  that  will  stimulate  the 
use  of  alternatives  to  the  growing 
threat  of  foreign  oil.  These 
alternatives  must  enable  America 
to  use  energy  more  efficiently, 
invigorate  our  economic  growth, 
supply  oiu-  growing  electricity 
needs,  protect  our  environment, 

m 
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and  reduce  our  dangerous  depen- 
dence on  foreign  oil. 

Nuclear  Energy  Cuts 
Oillmports 

Nuclear  energy  plays  a  major  role 
in  meeting  all  the  requirements  of  a 
balanced  energy  policy.  By  making 
electricity  with  nuclear  energy 
instead  of  oil,  America's  109  nuclear 
power  plants  have  already  saved 
over  3  billion  barrels  of  oil  and  over 
1100  billion  in  foreign  oil  payments. 
The  savings  will  continue  over  the 
life  of  these  plants.  And  new  nuclear 
plants  can  supply  the  electricity  our 
economy  needs  to  grow — if  we 
develop  a  new  energy  policy. 

New  Policy  Needed 

National  issues  require  a  national 
policy.  But  America's  current  energy 
policy  is  often  decided  on  a  short- 
term,  state-by-state,  case-by-case 
basis.  This  inconsisteitt  approach 
and  regulatory  uncertainties  at  the 


federal,  state  and  local  levels  make  it 
difficult  to  plan  and  invest  in  proven 
long-term  energy  sources.  We  must 
solve  those  problems.  Countries  like 
Japan  and  France  already  pursue  a 
long-term  national  energy  policy  of 
decreased  dependence  on  foreign 
oU  through  the  development  of 
alternatives  like  nuclear  energy. 
America  should  do  it  too. 

Now  that  the  confetti  has  been 
thrown,  the  winners  have  been 
cheered,  and  the  elections  are  over, 
it's  time  for  America  to  carry  out  a 
national  policy  that  puts  our  energy 
destiny  back  in  our  own  hands. 

For  a  free  booklet  on  energy 
independence,  write  to  the  U.S. 
Council  for  Energy  Awareness,  P.O. 
Box  66103,  Dept.  PC09, 
Washington,  D.C.  20035.  Please 
allow  2-3  weeks  for  delivery. 

Information  about  energy 
America  can  count  on 

U.S.  COUNCIL  FOR  ENERGY  AWARENESS 


Robert  Half 

rated  best  by 

4toli]ian 

independent 

national  survey 


Results  of  a  survey  by  Burke  Marketing 
Research  on  specialists  in  financial, 
accounting  and  bookkeeping  positions. 
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#1 

63.9% 


#2 
15.3% 


#3 
11.0% 


#4 
4.2% 


#5 
2.8% 


#6 
2.8% 


The  percentages  reflect  only  the  six  mapr  specialists 
in  linancial,  accounting  and  bookkeeptng  positions. 


Personnel  directors  of  a  cross-section  of  large  corporations 
were  asked  this  question. 

"In  your  opinion,  of  the  personnel  recruiters  that 
specialize  in  financial,  accounting  and  bookkeeping 
positions,  which  one  is  best?" 

The  result:  Robert  Half  was  rated  best  by  4  to  1  over 
the  next  national  specialist  in  financial,  accounting  and 
bo<,)kkeeping  personnel. 

Next  time  you're  looking  for  the  best  accountants, 
financial  services  professionals  or  bookkeepers,  call 
Robert  Half,  the  specialist  rated  best  by  personnel  experts. 
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C  198"'  Robt-ri  Half  Iniernational  Inc 


OUR  40th  YEAR 


130  offices  on  three  coniinen(s 


offs.  Ellison  agreed  to  a  multimillion- 
dollar  out-of-court  settlement  in  the 
matter.  Similar  problems  are  cropping 
up  at  other  military  bases. 

The  two-faced  fix-up.  More  than 
5,000  Connecticut  homeowners  were 
hoodwinked  in  a  scam  that  involved  a 
New  York  finance  company,  the 
Dartmouth  Plan,  and  a  dozen  home 
improvement  contractors.  The  state's 
attorney  general  says  many  consum- 
ers signed  partly  filled  out  loan  con- 
tracts that  were  later  fraudently  con- 
verted into  second  mortgages.  That  in 
turn  enabled  Dartmouth  to  charge  up 
to  a  22%  interest  rate,  far  above  the 
rate  allowed  by  Connecticut  law  for 
such  consumer  credit  purchases.  Last 
April  Dartmouth  agreed  to  make  res- 
titution of  roughly  $3.5  million  to  its 
victims.  Similar  cases  are  under  in- 
vestigation in  other  states. 


Regulatioft  may  help,  but 
.  .  .  law  alone  cannot 
protect  people  from  their 
own  stttpidity,  or  greed. 


The  scams  above  are  among  the 
worst  in  today's  mortgage  jungle.  But 
many  other  commonplace  abuses  are 
nearly  as  bad.  "Most  operators  know 
how  to  skirt  the  edges  of  being  fraudu- 
lent or  deceptive,"  says  Connecticut 
Banking  Commissioner  Howard 
Brown.  "And  that  makes  it  even  hard- 
for  homeowners  under  duress  to 


mortgages    in 
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avoid  all  the  pitfalls." 

Some  45%  of  all 
America  begin  with  a  mortgage  bro- 
ker, who  sometimes  receives  high 
fees  for  his  services.  Yet  fewer  than 
half  the  states  license  brokers  and 
only  six  states  actively  police  them. 

Brokers  and  lenders  alike  some- 
times tout  mortgages  at  what  amount 
to  bait-and-switch  rates.  The  State  of 
Pennsylvania  currently  is  suing  Lo- 
mas  &.  Nettleton,  one  of  the  covmtry's 
largest  independent  mortgage  bankers 
($24  billion  servicing  portfolio),  for 
failing  to  honor  mortgage  commit- 
ments at  promised  rates  and  terms.  In 
the  case,  Lomas  has  been  charged 
with  violating  state  rules  that  require 
"lock-in"  rates  to  extend  as  long  as 
the  lender  initially  promised. 

Consumer  groups  say  the  solution 
to  the  scam  problem  lies  in  more  leg- 
islation. The  House  recently  passed  a 
bill  that  requires  full  disclosure  of  all 
home  equity  loan  terms  and  costs  to 
the  consumer  up  front  during  the  loan 
process.  Such  regulation  may  help, 
but  only  up  to  a  point.  After  all,  law 
alone  cannot  protect  people  from 
their  own  stupidity  or  greed.  ■ 
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T^The  , 
Power  01 

Productivity. 


Productivity.  It's 
become  the  watchword 
of  American  business. 
Enhanced  productivity  is 
essential  for  survival  in 
today's  increasingly  com- 
petitive global  market. 

We  should  know. 
We've  harnessed  the  power 
of  productivity  for  thou- 
sands of  clients  over  a  span 
of  42  years.  During  that 
time  we've  found  that  one 
dimensional  approaches 
such  as  "MRP,"  "quality 
circles,"  or  "Just-In-Time" 
aren't  enough.  Only  a  total 
approach  can  significantly 
improve  productivity,  profit- 
ability, quality,  service  and 
competitiveness. 

It  is  for  that  reason  we 
go  far  beyond  just  matching 
sales  and  volume  demand 
with  labor  needs.  A  Proudfoot 
installation  will: 


•  reduce  materials  and  cost 

•  improve  quality  control 

•  enhance  customer 
service 

•  provide  a  better  work- 
ing environment 

•  improve  facility  layouts, 
material  handling,  and 
energy  consumption 

•  shrink  in-process/lead 
times 

•  lower  rework 

•  improve  communication 

•  improve  data  processing 
while  reducing  costs 

•  improve  sales  perform- 
ance 

A  Proudfoot  team  of 


professionals  will  focus  on 
a  client's  most  important 
resource:  people.  Working 
hand-in-hand  with  the 
client's  people,  we  will: 

•  improve  worker  skills 

•  provide  a  better  super- 
vised environment 

•  enable  both  manage- 
ment and  employees  to  be 
successful  in  their  work 

•  provide  managers  and 
supervisors  with  the 
training  and  tools  to  bet- 
ter manage  the  business 

This  total  approach 
enables  clients  to  not  only 
achieve  their  operational 


and  financial  objectives, 
but  provides  them  with  a 
critical  competitive  advan- 
tage as  well.  As  a  result,  job 
security  for  the  majority  of 
the  client's  workforce  is 
assured.  That's  what  we 
mean  when  we  say,  "The 
Power  of  Productivity." 

If  you'd  like  to  hear 
what  we  can  do  for  you, 
call  or  write: 


r 


Alexander  Proudfoot 

The  Power  of  Productivity. 


Founded  1946  Executive  offices:  1700  Palm  Beach  Lakes  Boulevard,  West  Palm  Beach, 
FL  33401  Opei^ring  in  the  United  States.  Canada,  Mexico,  Brazil,  Great  Bntain.  France, 
Federal  Republic  of  Germany,  Italy,  Spain.  Portugal.  Sweden.  Denmark.  Ireland.  Luxemboui^, 
The  Netherlands,  Belgium,  Australia,  Hong  Kong,  Malaysia,  Thailand.  Singapore,  and  soon 
in  Taiwan.  In  Rorida  or  Canada,  call  407-697-9600. 


800-843-4877 

And  we'll  send  you  our  brochure, 
Productivity:  Myths  and  Reality 


Name 


Company 


Title 


Address 


City 


State 


Zip 


Phone  FBSl 12888 

Alexander  Proudfoot,  Executive  ofTices: 

1700  Palm  Beach  Lakes  Boulevard, 

West  Palm  Beach.  FL  33401 


Conglomerates  passe?  Anthony  Industries 
makes  everything  from  swimming  pools  to 
light  poles.  And  makes  good  money  at  it. 

A  conglomerate 
that  works 


By  Ellen  Paris 


CONGLOMERATES  are  held  in  low 
esteem  these  days,  and  one 
conglomerator  thinks  he 
knows  why.  Wall  Street  analysts,  says 
Bernard  (Bif)  Forester,  don't  have  the 
time  to  understand  more  than  one 
business  at  a  time.  That's  a  debat- 
able point,  but  there's  a  lot  of 
truth  in  it  so  far  as  Forester's  An- 
thony Industries,  Inc.  is  con- 
cerned. As  chairman,  Forester 
presides  over  this  smallish  (1987 
revenues,  $264  million)  conglom 
erate  from  a  headquarters  in  the 
fairly  depressing  City  of  Com- 
merce, a  dumpy  suburb  of  ware- 
houses, convenience  stores  and 
modest  homes  south  of  down- 
town Los  Angeles. 

And  when  we  say  conglomer- 
ate, we  mean  conglomerate.  An- 
thony IS  one  of  the  U.S.'  leading 
makers  of  concrete  in-ground 
swimming  pools.  It  also  makes 
K2  alpine  skis  and  Shakespeare 
fishing  tackle.  It's  one  of  the  na-  — 
tion's  leading  makers  of  knit  shirts, 
jackets,  bowling  shirts  and  other  im- 
printahle  apparel.  It  makes  extruded 
monofilament  for  fishing,  weed  cut- 
ters and  industrial  uses. 

Quite  a  grab  bag.  But  Forester 
makes  no  apologies.  Why  bo  defensive 
when  Anthony  is  reporting  record 
sales  and  profits?  For  the  nine  months 
ended  Sept.  30,  revenues  grew  13% 
from  the  year  before  to  $223  million, 
while  profits  leaped  34%  to  $7.8  mil- 
lion. Return  on  equity,  17%.  Though 
the  stock  h.is  nearly  quadrupled  from 
its  1983  low,  at  a  recent  1 1  '/z  a  share  it 
still  trades  at  a  relatively  cheap  10 
times  trailing  earnings  (fully  diluted), 
8.5  times  estimated  1989  earnings. 

Forester  has  run  the  company  since 
1973.  He  is  no  compulsive  shopper. 


"We  seize  on  a  brand-name  strength 
and  companies  that  have  a  leading  or 
dominant  share  of  a  small  niche  mar- 
ket because  the  big  guys  aren't  inter- 
ested," he  says.  When  he  took  it  over 
the  firm  had  but  one  product,  con- 
crete in-ground  swimming  pools. 
Since  its  founding  in  Los  Angeles  in 
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Ant/Hmv  ItuJustrii's  Ikt-mird  I  urcsttr 
Brand  names,  niche  marlceta. 


1947  by  Phil  Anthony,  the  company 
has  built  more  than  165,000  of  the 
nation's  estimated  2  million  in- 
ground  pools.  But  pools  are  a  seasonal 
business  and  vulnerable  to  rising  in- 
terest rates,  as  Anthony  learned  in  the 
late  Seventies  and  early  Eighties. 

In  search  of  excellent  brand  names 
in  niche  markets,  in  1974  Forester 
acquired  Chicago-based  Hilton  Active 
Apparel,  which  makes  bowling  shirts 
and  jackets,  among  other  things.  The 
company  turns  out  small  orders  with 
almost  overnight  delivery  to  silk- 
screeners  and  embroiderers — and 
charges  premium  prices  (gross  mar- 
gins are  estimated  at  50%).  Says  For- 
ester: "If  you  want  I  million  garments 
at  a  very  low  price,  go  to  Korea.  If  you 
want  one  dozen  jackets  and  overnight 


delivery,  you  come  to  us." 

Two  recent  acquisitions  illustrate 
strategy:  San  Dimas,  Calif.-based 
Automatic  Solar  Covers  is  the  covm- 
try's  leading  maker  of  motorized  pool 
covers,  and  St.  Cloud,  Minn.-based 
Steams  Manufacturing  Co.,  the  domi- 
nant maker  of  life  jackets  and  other 
flotation  apparel. 

The  appeal  of  brand  names,  says 
Forester,  is  their  potential  for  high- 
margin  line  extensions.  Take  Seattle- 
based  K2  skis,  which  Anthony  bought 
in  1985.  K2  is  the  number-two-selling 
downhill  ski  in  the  U.S.  after  Rossig- 
nol  and  sells  well  in  Europe  and  Japan. 
Forester  found  ski  apparel  with  the  K2 
name  sold  well  in  Europe  and  recently 
introduced  the  line  here. 

What's  the  secret  of  making  money 
in  the  conglomeration  business?  In 
Anthony's  case  the  secret  is  no  secret 
at  all;  it  is  a  technique.  The  technique 
involves  buying  companies  that  may 
look  different  but  which  can  profit- 
ably share  management,  technology, 
marketing  and  capital. 

Examples:  To  "cut  the  heart  out  of 
costs,"  Forester  merged  Shakespeare's 
domestic   tackle   business  with 
nearby   Shakespeare   Electronics 
&  Fiberglass,  which  makes  ma- 
rine antennas  and  fiberglass  light 
poles.  Conamon  fiberglass  tech- 
nology is  shared  by  K2,  the  tackle 
and  the  electronics  companies. 
To    promote    sales    of    Shake- 
speare's   tiny    electric   outboard 
motors.  Forester  is  looking  at  a 
tie-up  with   Steams'  life  vests. 
"After  all,"  he  reasons,  "the  mo- 
tor goes  on  a  boat  and  you  fish 
from  a  boat,  so  you  need  a  vest." 
Forester  hasn't  neglected  the 
pool  business,  estimated  at  25% 
of  sales.  He's  expanding  into  Mid- 
west markets  like  the  Chicago 
area  from  the  company's  bases  in 
—     the  Sunbelt  and  on  the  East.  (The 
average  Anthony  pool  costs  around 
$20,000.)  Demographics  and  the  tax 
code  favor  the   pool  business.  The 
postwar  generation  is  buying  homes, 
and  home  improvement  loans  for  pool 
construction  are  still  deductible. 

With  so  many  good  brand  names 
and  a  low  stock  price,  isn't  Forester 
worried  about  a  raid?  Nope.  Insiders 
own  about  25%  of  Anthony's  7.2  mil- 
lion outstanding  shares,  employees 
another  25% .  Wouldn't  he  have  to  sell 
if  the  price  were  right?  His  answer:  "If 
I  see  the  future  of  this  business  start 
to  slip  I'll  say,  'Okay,  fellas,  give  us  a 
great  price' — but  not  now." 

Besides,  he  says,  he'd  like  to  keep 
proving  to  Wall  Street  that  carefully 
built  and  well-run  conglomerates 
make  sense.  ■ 
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Compaq  introduces 

a  revolutionary 

new  personal  computer. 

With  new  display  technology 

breakthrough  graphics  technology 

Advanced  storage  technology 

New  expansion  technology 

Innoyatiy^  modem  technology 

Newfeeybojji  techtidn 


New  sifface 
Ad 
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When  you  build  a  full-i 

there's  no  room 


Before  now,  choosing  a  laptop  PC 
meant  choosing  what  you  could  live 
without.  A  manageable  size.  Bat- 
tery Power.  Speed.  Screen  quality 
Full-size  keys. 

We've  changed  that,  with 
the  new  COMPAQ  SLT/286.  It's 
the  first  laptop  from  the  company 
that  set  the  standard  in  portable 
computing.  And  the  first  laptop 
to  give  you  everything  you 
want.  Without  compromise. 

Creating  a  new  high- 
performance  PC  this  small  was 
no  small  feat.  It  took  a  series  of 
engineering  breakthroughs  to 
build  a  smaller  laptop  that  de- 
livers the  performance  of  a 
[  desktop— on  battery  power. 

From  its  compact  size  to  its  high- 
performance  components,  you'll  see  that  your 

needs  shaped  our  thinking. 
First  of  all,  we  knew 
you  wanted  to  wield  a  lot 
of  power,  without  throw- 
ing around  a  lot  of  weight. 
The  new  COMPAQ  SLT/286  weighs  in  at  just 
14  lb.,  with  a  space-saving  footprint.  That  means 


'mmi 


The  COMPAQ  SLT/286  snaps  into  an  optional 
Desktop  Expansion  Base  for  office  use. 


A  removable  keyboard  offers  your  fingers  full-size  keys, 
with  standard  spacing. 


first  laptop  from  the  company 
t  thestandard  for  portable  PC's. 


it  fits  on  an  airline  tray  table  with 
plenty  of  room  to  spare. 

When  you're  on  the  road,  we 
won't  leave  you  stranded,  either. 
The  COMPAQ  SLT/286  uses  inno- 
vative new  battery  technology 
that  gives  you  over  three  hours  of 
power.  The  battery  is  small,  so 
carrying  a  spare  is  no  problem. 
Replacement  and  recharging 
are  fast  and  easy. 

But  what's  amazing  about 

the  battery  is  everything  that 

runs  on  it.  Every  component  is 

optimized  to  save  battery  life. 

So  you  can  work  longer. 

The  COMPAQ  SLT/286 
has  VGA  graphics  with 
640x480  resolution  with  eight 
shades  of  gray.  New  backlit  screen  technology 
produces  text  and  graphics  with 
higher  contrast  on  a  10"  di- 
agonal screen.  So  things 
are  easy  to  read.  n    *_    ' 

Now  let's  take 
an  inside  look.  The       i 

COMPAQ    SLT/286    is        a  small  wonder  compared  to  other 
11  H «  »  CT  T         laptops,  the  COMPAQ  SLT/2S6  gives 

powered  by  a   12-MHz  you  more  PCm  less  space 


It  simply  works  better. 


notion  PC  this  small, 
for  compromise. 


Internal  2400-baud 
modem  optional. 


k 


C286  microprocessor  that 
drives  software  20%  faster  than 
most  10-MHz  80286-based  PC's. 
You  get  the  capability  to  run 
the  world's  largest  library  of 
software  with  MS-DOS!  Plus 
Microsoft"  Operating  System/2. 
Flexibility  is 
built  in.  You  can 
choose  a  high-speed 
W  40-  or  20-MB  fixed 
disk  drive  to  comple- 
ment the  standard 
31/2"  1.44-MB  disk- 
ette drive.  Plus  you  can 
easily  expand  the  640K  of  standard 
memory  to  3.6  megabytes  internally 
You'll  find  our  keyboard  is  just 
your  type.  It  has  full-size  keys,  spaced 
just  like  the  keys  on  a  desktop  PC.  The 
keyboard  is  removable,  so  it  adjusts  to  the  way 
you  work.  You  get  all  12  function  keys  and  an  em- 
bedded numeric  keypad.  Or  if  numbers  are  your 
life,  add  a  separate  numeric  keypad  as  an  option. 
Other  creature  comforts  are  also  on  board. 
Like  an  optional  internal  2400-baud  modem. 
Room  for  two  internal  storage  devices.  Ports  for  a 
printer,  external  VGA  monitor  and  other  periph- 


Its  footprint  is  small  enough 
lo  fit  on  an  airline  tray  table, 
with  room  to  spare. 


erals.  You  can  even  add  a  12-MHz 
80C287  coprocessor  as  an  option 
to  speed  number  crunching. 

At  this  point  you  may  be 
thinking  that  the  COMPAQ 
SLT/286  does  everything  a 
desktop  can  do.  You're  right.  In 
fact  you  can  even  do  more  at  the 
office  with  its  optional  Desktop 
Expansion  Base. 

Unlike  competitive  ex- 
pansion units,  ours  wasn't  an 
afterthought.  Its  integrated  design 
gives  you  two  industry-standard 
expansion  slots  along  with  duplicate 
interfaces  for  your  pe- 
ripherals. The  expansion 
unit  even  recharges  the 
battery  for  you. 

Best  of  all,  the 
COMPAQ  SLT/286  just  snaps  right 
into  the  Desktop  Expansion  Base. 
No  cord.  No  wires.  No  hassle. 

With  all  these  innovative  fea- 
tures, you  can  see  that  the  new  COMPAQ 
SLT/286  leaves  absolutely  no  room  for  compro- 
mise. It's  simply  high-performance  personal 
computing  in  its  most  concentrated  form. 


Battery 

included  for 

over  three 

hours  of 

power 
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when  Burt  Sugarman  teamed  up  with 
Guber-Peters,  one  of  Hollywood's  hottest 
movie  production  teams,  the  partnei^s 
talked  about  becoming  the  next  MCA.  Now, 
they  re  barely  on  speaking  terms. 

Marry  in  haste, 
repent  at  leisure 


By  Lisa  Gubemick 


arriage  is  a  funny  thing," 
says  Peter  Guber,  the  prohf- 
ic,  pony-tailed  movie  pro- 
ducer. "First  you  say  'I  do.'  Then  you 
find  out  whether  you  can."  In  January 
Guber,  responsible  (with  his  partner 
Jon  Peters)  for  such  box  office  bonan- 
zas as  Vje  Color  Purple  and  Flashdance, 
had  entered  into  a  deal  with 
Barris  Industries,  controlled 
by  wealthy  speculator  Burt 
Sugarman.  But  according  to 
nearly  all  accounts,  just  1 1 
months  after  saying  "I  do" 
the  partners  have  discov- 
ered that  they  can't. 

The  marriage  was  con- 
summated after  Sugarman 
dowered  about  28%  of  Bar- 
ris, the  television  produc- 
tion and  syndication  com- 
pany that  made  its  name  on 
schlocky  game  shows  like 
The  Dating  Game,  plus  $7.5 
million  in  notes  to  Guber 
and  Peters.  In  return,  Barris 
got  the  income  from  Guber- 
Peters'  production  deals, 
music  royalties  and  a  50% 
■stake  in  Miaido  Artistico,  a 

Hispanic        :entertainment     

newspaper  the  pair  bought  into. 

It  was  not  a  happy  union  for  long. 
Last  fiscal  year  (ended  May  1988)  Bar- 
ris' revenues  dropped  33%,  to  $43  mil- 
lion, while  .operating  income  was 
down  nearly  50% ,  to  $  14  million.  This 
year  Barris  will  be  lucky  to  break  even. 
Stockholders  have  seen  the  shares  ( 1 1 
million  outstanding)  of  Barris  tumble 
from  28  in  1986  to  a  recent  7. 

But  then,  it  was  an  odd  marriage 
from  the  start.  Sugarman  is  a  onetime 
car  salesman  who's  taken  to  Wall 
Street  pinstripes.  Guber,  a  Bostonian 
with  graduate  degrees  in  law,  wears 


flannel  shirts  and  swears  like  a  steve- 
dore. Guber's  partner  of  eight  years, 
Jon  Peters,  is  a  hairdresser  turned 
movie  producer  and  once  Barbra  Strei- 
sand's live-in  boyfriend. 

What  brought  the  trio  together? 
Considering  their  balance  sheet, 
Guber  and  Peters  could  use  the  mon- 
ey. For  the  nine  months  ended  No- 
vember 1987,  net  income  had  slid  to 


Barris  Imli/st>-ies  Guber,  Sugarman  and  Peters  { left  to  right) 
First  you  say  "I  do." 


$152,000,  from  $5.6  million  for  the 
same  period  the  year  before. 

Sugarman,  however,  was  offering 
the  duo  more  than  money;  he  was 
giving  them  a  shot  at  Hollywood's 
golden  ring:  running  their  own  studio. 
Said  Peters  at  the  altar:  "I  want  to 
build  another  MCA." 

And  why  not?  Barris  had  over  $100 
million  in  cash  and  marketable  secu- 
rities— on  its  balance  sheet — and 
Guber-Peters  had  a  very  promising 
record.  "Jon  and  Peter  figured  they 
could  leverage  Barris'  balance  sheet 
and  build  a  studio,"  says  one  money 


manager  who  observed  the  deal  at 
close  hand. 

In  July  the  trio  made  a  $100  million 
bid  for  25%  of  MGM.  But  they  backed 
away  after  a  closer  look  at  MGM's 
books  convinced  them  the  price  was 
too  high. 

Meanwhile,  Barris'  own  cash  and 
marketable  securities  position  deteri- 
orated. Barris  owns  300,000  shares  of 
Quadrex,  an  engineering  outfit  for 
electric  utilities,  whose  market  value 
has  shrunk  by  half,  to  $1.5  million, 
since  Sugarman  made  the  buy.  Barris' 
holdings  of  Reeves  Communications 
are  down  by  more  than  half,  to  $3.6 
million.  And  Barris  is  sitting  with 
losses  of  over  $9  million  in  Media 
General  (Forbes,  Nor.  14].  Sugarman 
attempted  an  ill-fated  takeover  last 
spring.  If  he  were  to  sell  it  now  he 
would  depress  the  market  price  even 
further.  As  one  money  manager  puts 
it,  "Barris  has  turned  into  an  invest- 
ment company  that  doesn't  have  con- 
trol of  its  destiny." 

Barris'  core  business,  game  shows, 
is  also  flagging;  Nielsen  ratings  for  its 
current  line-up  (The  New  Newlywed 
Game,  The  New  Gong  Show  and  Tl^e  All 
New  Dating  Game)  languish  between 
1 .4  and  2,  less  than  a  third  of 
what  they  were  in  their  hey- 
day. The  company  has  high 
hopes  for  a  Kenny  Rogers 
talk  show,  but  it  faces  stiff 
competition:  Oprah  Win- 
frey, Phil  Donahue  and  Ger- 
aldo  Rivera  chief  among 
them. 

Guber-Peters'  movies? 
Caddyshack  II  bombed,  and 
Gorillas  in  the  Mist,  a  critical 
success,  will  likely  do  only 
about  $13  million  in  domes- 
tic film  rentals — ultimately 
it  should  about  break  even. 
Still,  their  Christmas  re- 
lease,/?fl/;?.V/(sr//,  starringDus- 
tin  Hoffman  and  Tom 
Cruise,  looks  promising. 

Guber  and  Peters  are  re- 
portedly furious  that  Burt's 

stock  deals  have  all  soured, 

and  they  would  like  either  to  wrest 
control  of  Barris  from  Sugarman  or  get 
their  company  back.  Fat  chance :  Sugar- 
man  owns  about  25%  of  the  stock  and 
has  irrevocable  voting  rights  on  the 
Guber-Peters  stake.  Sugarman,  mean- 
while, says  he  "wouldn't  mind  being 
out  of  show  business  for  a  while." 

Trouble  is,  Sugarman  paid  nearly 
$12  apiece  for  his  shares,  $5  higher 
than  their  recent  trading  range.  Figure 
he  would  accept  a  25%  premium  over 
his  cost,  putting  the  price  tag  for  his 
stake  at  nearly  $40  million.  That's  a 
hefty  price  tag  for  a  divorce.  ■ 
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And  a  battery 
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Introducing  the  new 

COMPAQ  SLT/286  Personal  Computer. 

The  first  PC  that  puts  true 

desktop  performance  in  your  lap. 


;i 


We  have  the  world's  best  handle 
on  portable  computing. 


flW*? 


In  1982, Compaq  introduced 
the  world  to  the  power  of  por- 
table personal  computing  with 
the  COMPAQ  Portable. 

Since  then  we've  consist 
ently  delivered  new  levels  of 
performance  in  consistently 
smaller  packages. 

Tbday  we  offer  the  world's 
highest-performing  portable  personal 
computers.  COMPAQ  products  consistently  earn 
the  industry's  highest  ratings  for  quality  and  user 


satisfaction.  And  that's  an 
achievement  that  stands 
unchallenged. 

You'll  find  that  we've 
built  these  same  uncompro- 
mising standards  into  the 
new  COMPAQ  SLT/286. 
To  get  a  handle  on  more  informa- 
tion, including  a  free  brochure  and  the  location  of 
your  nearest  Authorized  COMPAQ  Computer 
Dealer,  call  1-800-231-0900.  Ask  for  Operator  71. 
In  Canada,  1-800-263-5868,  Operator  71. 


COMPAQ*  it  I  trademark  of  Compaq  Computer  Corporation  Mirro«of»*  MS*  and  MS-DOS*  are  trademarks  ol  Microsoft  Corporation.  MS*  OS/2  is  a  product  of  Microsoft  Corporatior 

Product  lumet  mentioned  herein  may  he  tradem..        .     f  uksof  their  respectivecoinpanies  'Registered  US.  PatentandTVaaemark  Office.  ©l988Compaq 

Computer  Cnr|>oralioo  All  r  ^  equipment  on  board  commercial  aircraft  is  at  the  discretion  of  each  airline. 
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It  •dimply  works  better. 


Wjen  Burt  Sugarman  teamed  up  with 
Guber-Peters,  one  of  Hollywood's  hottest 
movie  production  teams,  the  partners 
talked  about  becoming  the  next  MCA.  Now, 
they  re  barely  on  speaking  terms. 

Marry  in  haste, 
repent  at  leisure 


By  Lisa  Gubemick 


arriage  is  a  funny  thing," 
says  Peter  Guber,  the  prohf- 
ic,  pony-tailed  movie  pro- 
ducer. "First  you  say  'I  do.'  Then  you 
find  out  whether  you  can."  In  January 
Guber,  responsible  (with  his  partner 
Jon  Peters)  for  such  box  office  bonan- 
zas as  The  Color  Purple  and  Flashdance, 
had  entered  into  a  deal  with 
Barris  Industries,  controlled 
by  wealthy  speculator  Burt 
Sugarman.  But  according  to 
nearly  all  accounts,  just  11 
months  after  saying  "I  do" 
the  partners  have  discov- 
ered that  they  can't. 

The  marriage  was  con- 
summated after  Sugarman 
dowered  about  28%  of  Bar- 
ris, the  television  produc- 
tion and  syndication  com- 
pany that  made  its  name  on 
schlocky  game  shows  like 
The  Dating  Game,  plus  $7.5 
million  in  notes  to  Guber 
and  Peters.  In  return,  Barris 
got  the  income  from  Guber- 
Peters'  production  deals, 
music  royalties  and  a  50% 
;  stake  in  Muttdo  Artist ico,  a 

Hispanic        entertainment     

newspaper  the  pair  bought  into. 

It  was  not  a  happy  union  for  long. 
Last  fiscal  year  (ended  May  1988)  Bar- 
ris' revenues  dropped  a%,  to  $43  mil- 
lion, while  operating  income  was 
down  nearly  50% ,  to  $  1 4  million.  This 
year  Barris  will  be  lucky  to  break  even. 
Stockholders  have  seen  the  shares  ( 1 1 
million  outstanding)  of  Barris  tumble 
from  28  in  1986  to  a  recent  7. 

But  then,  it  was  an  odd  marriage 
from  the  start.  Sugarman  is  a  onetime 
car  salesman  who's  taken  to  Wall 
Street  pinstripes.  Guber,  a  Bostonian 
with  graduate  degrees  in  law,  wears 


flannel  shirts  and  swears  like  a  steve- 
dore. Guber's  partner  of  eight  years, 
fon  Peters,  is  a  hairdresser  turned 
movie  producer  and  once  Barbra  Strei- 
sand's live-in  boyfriend. 

What  brought  the  trio  together? 
Considering  their  balance  sheet, 
Guber  and  Peters  could  use  the  mon- 
ey. For  the  nine  months  ended  No- 
vember 1987,  net  income  had  slid  to 


•  Af-izclev  Ttnie^  Phm- 


Ban-is  huiustries  Guber,  Suganimn  and  Peters  (left  to  right) 
First  you  say  "I  do." 


$152,000,  from  $5.6  million  for  the 
same  period  the  year  before. 

Sugarman,  however,  was  offering 
the  duo  more  than  money;  he  was 
giving  them  a  shot  at  Hollywood's 
golden  ring:  running  their  own  studio. 
Said  Peters  at  the  altar:  "I  want  to 
build  another  MCA." 

And  why  not?  Barris  had  over  $100 
million  in  cash  and  marketable  secu- 
rities— on  its  balance  sheet — and 
Guber-Peters  had  a  very  promising 
record.  "Jon  and  Peter  figured  they 
could  leverage  Barris'  balance  sheet 
and  build  a  studio,"  says  one  money 


manager  who  observed  the  deal  at 
close  hand. 

In  July  the  trio  made  a  $100  million 
bid  for  25%  of  MGM.  But  they  backed 
away  after  a  closer  look  at  MGM's 
books  convinced  them  the  price  was 
too  high. 

Meanwhile,  Barris'  own  cash  and 
marketable  securities  position  deteri- 
orated. Barris  owns  300,000  shares  of 
Quadrex,  an  engineering  outfit  for 
electric  utilities,  whose  market  value 
has  shrunk  by  half,  to  $1.5  million, 
since  Sugarman  made  the  buy.  Barris' 
holdings  of  Reeves  Communications 
are  down  by  more  than  half,  to  $3.6 
million.  And  Barris  is  sitting  with 
losses  of  over  $9  million  in  Media 
General  (Forbes,  Nor.  14).  Sugarman 
attempted  an  ill-fated  takeover  last 
spring.  If  he  were  to  sell  it  now  he 
would  depress  the  market  price  even 
further.  As  one  money  manager  puts 
it,  "Barris  has  turned  into  an  invest- 
ment company  that  doesn't  have  con- 
trol of  its  destiny." 

Barris'  core  business,  game  shows, 
is  also  flagging;  Nielsen  ratings  for  its 
current  line-up  (The  New  Xewlywed 
Game,  The  New  Gong  Show  and  Tlje  All 
New  Dating  Game)  languish  between 
1 .4  and  2,  less  than  a  third  of 
what  they  were  in  their  hey- 
day. The  company  has  high 
hopes  for  a  Kenny  Rogers 
talk  show,  but  it  faces  stiff 
competition:  Oprah  Win- 
frey, Phil  Donahue  and  Ger- 
aldo  Rivera  chief  among 
them. 

Guber-Peters'  movies? 
Caddyshack  II  bombed,  and 
Gorillas  in  the  Mist,  a  critical 
success,  will  likely  do  only 
about  $13  million  in  domes- 
tic film  rentals — ultimately 
it  should  about  break  even. 
Still,  their  Christmas  re- 
\ease, RaiuMan,  starring  Dus- 
tin  Hoffman  and  Tom 
Cruise,  looks  promising. 

Guber  and  Peters  are  re- 
portedly furious  that  Burt's 

stock  deals  have  all  soured, 

and  they  would  like  either  to  wrest 
control  of  Barris  from  Sugarman  or  get 
their  company  back.  Fat  chance:  Sugar- 
man  owns  about  25%  of  the  stock  and 
has  irrevocable  voting  rights  on  the 
Guber-Peters  stake.  Sugarman,  mean- 
while, says  he  "wouldn't  mind  being 
out  of  show  business  for  a  while." 

Trouble  is,  Sugarman  paid  nearly 
$12  apiece  for  his  shares,  $5  higher 
than  their  recent  trading  range.  Figure 
he  would  accept  a  25%  premium  over 
his  cost,  puttmg  the  price  tag  for  his 
stake  at  nearly  $40  million.  That's  a 
hefty  price  tag  for  a  divorce.  ■ 
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Astra  vs  the  BAe  800. 


The  inci^dibly  advanced  Astra 
sa^s  you  more  time 
*^^.. every  time. 


Mi.. 


-•^, 


'^^- 


And  we'll  prove  it. 


,  he  decision  to  purchase  a  business 
jet  is  based  on  the  ability  of  the 
aircraft  to  save  time  for  you  and 
your  executives.  That's  the  real  bottom 
line.  And  in  the  midsize  jet  category, 
the  one  aircraft  with  the  technology  to 
save  you  more  time  is  the  incredibly 
advanced  Astra. 


Astra's  long-range 
short-field  wing 

The  advanced  double-swept  wing  that 
helps  Astra  achieve  its  time-saving  cruise 
speeds  and  longer  range  also  holds  the 
secret  of  its  ability  to  utilize  shorter  run- 
ways that  the  BAe  and  others  would 


First  and  foremost,  Astra  is  the  fastest    often  have  to  pass  by.  Lighter,  yet 


COMPARATIVE  TAKEOFF  DISTANCES 


MISSION 

ASTRA 

jAe  800 

Nautical  Miles 

Runway  (Ft) 

Runway  (Ft; 

300 

2,875 

3,550 

600 

3,105 

3,600 

1,000 

3,460 

3.800 

Runway  peformance  figures  for  missions  under  standard 

conditions  with  4  passengers  and  NBAA  IFR  fuel  reserves 


jet  in  its  class,  both  in  straight-line  speed 
and  in  its  ability  to  climb  to  cruising  alti- 
tude on  .^ . . 

equivalent  COMPARATIVE  TAK 

range  allows  f^^uticai  Miies           Runwi 

you  to  fly  300                   2,8 

more  non-  ...                   _  ^ 

stop  flights.  ^°°                   3,1 

And  its  excel-  1,000                   3,4 

lent  short-       

field  oerfor-  Runway  peformance  figures  fi 

mance  con-  conditions  with  4  passengers . 

sistently  gets  you  closer  to  those  out-of- 
the-way  business  destinations.  By 
comparison,  the  BAe  800  just  doesn't 
measure  up! 

Worldwide  domination 
at  Mach  .80 

Astra  can  fly  non-stop  not  only  from 
New  York  City  to  Los  Angeles,  but  also 
from  Perth.  Australia  to  Kuala  Lampur. 
Malaysia  and  from  Rome.  Italy  to  Abidjan, 

l\;(-ir\;  Pnact-    All  a+  a  rriiico  nf  K^arh    PO  nr 


above,  and  all  in  under  six  hours.*  The 
BAe  800's  maximum  operating  speed  is 
.80.  and  when  pushed  close  to  this  speed 
it  cannot  make  any  of  the  above  flights 
non-stop.  In  fact.  Astra  has  a  range  of 
3.150  miles  at  Mach  .80.  while  the  BAe 
800  range  drops  to  2.540  miles  when  it 
is  forced  to  cruise  near  its  redline. 

In  addition.  Astra  climbs  1 .000  feet 
per  minute  faster  and  has  a  certified 
operating  ceiling  of  45.000  feet,  versus 
41 .000  for  the  BAe.**  So  Astra  reaches 
its  optimum  cruising  altitude  much  faster, 
and  flies  higher  over  turbulent  weather. 


♦Performance  figures  based  on  4  passengers, 
ISA  conditions,  and  85%  probability  of  winds. 

**Source:  1 988  Business  &  Commercial  Aviation 
Planning  and  Purchasing  Handbook,  revised. 


Stronger  than  conventional  wings,  it 
incorporates  unique  leading-edge  slats 
(not  found  on 


OFF  DISTANCES  the  BAe  or  any 

.  .,,  other  jet  in  its 

i^- ^^^^S^         class)  that 

(Ft)  Runway  (Ft)  allOW  for 

5                 3,550  shorter 
c                 o  crtn  takeoff  dis- 
5                 3,600  dances  and 
0                 3,800  slower,  safer 
1  takeoff  and 

■ri!^i°r!c"n"l^'".^^"'^^^''  landing 

Id  NBAA  IFR  fuel  reserves.  cnpprl^ 

Astra  is  a  supremely  well  equipped 
airplane,  with  many  standard  features 
—including  thrust  reversers — that  are 
extra-cost  options  on  the  BAe  800.  Yet 
surprisingly.  Astra  is  priced  at  $2  million 
less!**  Its  unequalled  combination  of  high 
speed,  long  range  and  superior  short- 
field  performance  make  Astra  the  over- 
whelming leader  in  its  class  when  it 
comes  to  saving  you  time. 

That's  leadership... by  design. 


our  President.  Roy  Bergstrom  at  (609) 
987- 11 25.  Or  send  us  the  coupon  below, 
and  make  us  prove  it  to  you! 


Roy  E.  Bergstrom,  President 
ASTRA  JET  CORPORATION 
4  Independence  Way 
Princeton,  NJ  08540 

Prove  to  me  that  Astra  can  save  me  time! 
D  Please  send  me  complete  Information. 
D  Contact  me  to  arrange  a  demonstration. 


NAME 

vms 

COMPANY 

ADDRESS 

QTY 

STATE/ZIP 

I'M  CURRENTLY  FLYING  A 


Leadership... by  design 


The  Up  &  Comers 


On  the  Margin 


Sometimes  problems  pop  up  on  the  bal- 
ance sheet  before  they  hit  the  income  state- 
ment. Consider  the  case  of  Ultimate  Corp., 
a  fast-growing  computer  outfit. 

"No  question, 
it  looks  bad" 


By  Tatiana  Ponschine 


ICHAEL  Murphy,  editor  of 
the  Orerpriced  Stock  Sen  ice 
newsletter,  has  some  good 
advice  for  managers  of  and  investors 
m  growing  technology  companies. 
"The  potential  problems  of  technol- 
ogy companies,"  says  Murphy,  "al- 
ways show  up  first  on  the  balance 
sheet." 

By  that  standard,  Ultimate  Corp. 
may  be  in  trouble.  Ultimate,  head- 
quartered in  East  Hanover,  N.J.,  was 
one  of  the  first  two  licensees  of  Pick,  a 
popular  computer  operating  system. 
Theodore  Sabarese,  now  48,  grasped 
Pick's  potential  when  he  was  a  dealer 
for  Microdata  in  the  mid-1970s.  He 
talked  his  father,  a  wealthy  New  Jer- 
sey physician,  and  a  few  other  part- 
ners into  financing  him  and,  in  1978, 
founded  Ultimate  to  act  as  a  middle- 
man between  hardware  and  software 
companies. 

Ultimate  buys  hardware  from  com- 
panies such  as  Honeywell  or  DEC, 
then  adds  components  and  adapts  its 
version  of  Pick  to  the  system.  It  then 
sells  the  hardware  to  dealers,  who  add 
application  programs — software — 
suitable  for  their  customers.  The  re- 
sult IS  a  system  that  is  easy  for  the 
customer  to  use  and  costs  no  more  on 
average  than  one  that  the  hardware 
companies  themselves  would  sell. 
Customers  are  usually  medium  and 
small  businesses  in  such  areas  as 
plumbing,  wholesale  distribution  and 
truckmg. 

From  nothing  in  1978,  Ultimate's 
sales  grew  to  $209  million  last  year. 


when  the  company  earned  $13  mil- 
lion, $1.32  a  share.  Shares  in  the  com- 
pany, which  went  public  in  1981  and 
was  listed  on  the  New  York  Stock 
Exchange  in  January  1987,  climbed 
from  22  to  3778  before  last  October's 
market  crash. 

But  then  trouble  started  popping  up 
on  the  balance  sheet.  Ultimate's  prob- 
lem is  receivables.  Before  it  started 
trying  to  reduce  them  last  year,  they 
had  jumped  from  37%  of  sales  two 
years  ago  to  45%  for  fiscal  1988  (end- 
ed Apr.  30).  The  length  of  time  it  took 
Ultimate  to  collect  its  receivables  had 
increased  from  some  120  days,  which 
was  already  roughly  twice  the  indus- 
try average,  to  158  days. 

And  then,  in  the  latest  quarter, 
which  ended  in  July,  Ultimate  posted 
an  operating  loss  of  $1.2  million,  ver- 
sus a  quarterly  profit  of  $6.2  million 
the  year  before. 

Sabarese's  explanation:  unusually 
high  expenditures — for  R&J3,  promo- 
tions and  acquisitions — all  of  which 
would  pay  off  in  the  future.  But  as 
those  escalating  receivables  suggest, 
there's  more  to  Ultimate's  problems 
than  growing  pains. 

Most  computer  product  suppliers 
want  to  be  paid  by  their  dealers  with- 
in 60  days,  some  in  45  days.  Ultimate 
takes  a  more  relaxed  view.  Although 
Ultimate's  policy  is  to  be  paid  within 
60  days,  the  company  looks  the  other 
way  when  dealers  extend  that  period. 
As  a  result,  dealers  probably  don't 
mind  if  Ultimate  ships  them  more 
product  than  they  really  want,  and  it 
sits  on  their  shelves  for  a  while.  It 
looks  as  though  Ultimate  has  been 


A  company's  standard  fo 
excellence  sets  it  apart  from 

rest.  In  this  case,  it's  aisi 
what  brings  companies  togel 


We  are  proud  to  announce 
newest  company  of 
USF&G  Asset  IVIanagemei 
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(Formerly  Citicorp  Investment  Managemc 
Equity,  fixed  income,  ventu 

capital  and  investment ; 

technology  capabilities 


AXE-HIIUDHTIIK 

Investment  management 
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Life  insurance  marketing 

specialists  to  brokers  and  ot 

financial  services  companit 


hEH^EIt  TIIECIIE 

Strategic  and 
operational  consulting 


Pension  planning  and 
financial  consulting 
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Computer  leasing 
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Marketing  services  for 

financial  service  companie 
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Real  estate  investing 


For  further  information  or 

the  companies  of 

USF&G  Asset  Managemeni 

call  1-800-228-8734. 

c  1986  USF&G  Financial  Services  Cotpmalion 
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THAPKE  STEADILY  BUILDIMi  THEIRS. 
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USF&G  Asset  Management  proudly  announces  the  acquisition  of  Chancellor 
Capital  Management,  formerly  Citicorp  Investment  Mangagement.  Bringing  to  the  fold   asset  management 
a  wealth  of  experience  in  equity,  fixed  income,  venture  capital  and  investment  technology  capabilities. 

The  sum  of  which  means  more  power  to  USF&G  Asset  Management  to  manage  your  assets- 
money,  people,  property  and  equipment.  A  brand  new  corporate  power  tool. 
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doing  just  that:  shipping  more  prod- 
uct than  its  dealers  are  selUng,  but 
recognizing  the  shipments  as  sales 
nonetheless. 

A  manufacturer  can  also  book  ques- 
tionable sales  by  pushing  product  di- 
rectly to  the  end  user  if  it  owns  the 
dealerships.  Since  June  of  1986  the 
number  of  dealerships  Ultimate  owns 
has  increased  40%,  from  10  to  14. 
This  is  significant:  In  the  latest  quar- 
ter Ultimate's  hardware  sales  to  com- 
pany-owned dealerships  were  9% 
over  last  year's,  while  sales  to  inde- 
pendents declined  27%. 

What  happens  if  Sabarese  tries  to 
squeeze  his  dealers  a  little  harder?  He 
found  out  last  year.  In  fiscal  1988  Ul- 
timate's revenues  suffered  because  its 
stepped-up  collection  efforts  resulted 
in  product  returns.  In  the  quarter  that 
ended  in  July,  when  Ultimate  suffered 
its  first  operating  loss  ever,  it  had  re- 
duced its  collection  period  from  158 
days  to  151  days.  That  quarter  the 
company  had  virtually  flat  revenues. 

Ultimate's  predicament  is  not 
without  precedent.  In  the  recent  past, 
Daisy  Systems,  Ramtek  and  Network 
Systems  all  boosted  reported  sales  by 
stretching  their  ship  now,  pay  later 
policies.  When,  presumably,  the  audi- 
tors got  tougher,  these  companies  had 
to  reduce  accounts  receivable  and  re- 
port huge  losses. 

Why  are  Ultimate  products  piling 
up  unsold?  Where  at  one  time  only  1 
or  2  companies  were  licensed  to  sell 
the  Pick  system,  Ultimate  is  now  one 
of  29.  Its  competitors  include  such 
powerful  companies  as  Prime  Com- 
puter, Applied  Digital  Data  Systems, 
a  subsidiary  of  NCR,  and  Fujitsu. 

Even  more  serious  than  the  new 
competitors  is  the  onslaught  of  Unix, 
a  rival  to  the  Pick  operating  system 
(Forbes,  Oa  M).  AT&T  and  IBM, 
among  others,  are  investing  big  mon- 
ey in  Unix.  Like  the  Pick  system, 
Unix  is  portable — that  is,  the  system 
can  be  adapted  with  little  effort  to 
different  brands  of  hardware.  So,  if  a 
user  wants  to  change  hardware,  he 
doesn't  have  to  reinvest  in  software. 

Unix,  moreover,  has  certain  strong 
advantages  over  Pick.  The  latter  is 
weak  in  communications — machines 
of  different  manufacturers  don't  hook 
up  easily  to  one  another  in  a  Pick 
network. 

Software  heavyweights  such  as  Lo- 
tus, Ashton-Tatc  and  Borland  are  ac- 
tively developing  Unix  applications. 
By  1993  InfoCorp,  a  Santa  Clara, 
Calif.-based  research  firm,  predicts 
that  the  market  for  Unix-based  sys- 
tems will  amount  to  over  $32  billion, 
compared  with  $4.7  billion  for  Pick 
svsTcms. 


I  lliituitc  Coip  s  rhcoiiorc  Seihcircsc 

Forget  the  Thoroughbreds.  Watch  the  receivables. 


K.iren  HaKersuu 


Sabarese  is  aware  of  the  problems 
he  faces.  He  has  been  trying  to  adapt 
the  Pick  standard  to  higher-range 
hardware,  before  the  competition 
does,  and  sell  the  resulting  products 
to  larger  companies,  but  with  little 
result  thus  far.  For  example,  sales  of 
IBM  9370  series,  which  can  use  Ulti- 
mate's Pick,  have  been  a  big  disap- 
pointment. The  powerful  Tandem 
systems  are  just  coming  to  market. 

Ultimate  is  pouring  money  into  ad- 
vertising and  new  personnel  to  sup- 
port the  new  products.  In  the  July 
quarter,  selling  expenses  rose  83%,  to 
$23.6  million,  compared  with  the 
year  before.  "Most  of  the  money  we 
are  spending  is  planned  money,"  says 
Sabarese.  "We're  looking  at  the  long 
haul." 

Sabarese  himself  has  a  lot  riding  on 
the  outcome  of  this  cliffhanger.  With 
his  family,  he  owns  19%  of  Ulti- 
mate's equity  but  also  derives  a  vast 
array  of  fringe  benefits  from  the  com- 
pany. According  to  Ultimate's  latest 
proxy  disclosures,  the  company  paid 
$1.2  million  to  Sabarese's  personal 
company,  TDK  Leasing,  to  lease  its 
Boeing  727  as  a  company  plane.  Ulti- 


mate paid  TDK  $107,000  to  rent  a  ski 
house  it  owns  in  Aspen.  The  company 
provided  a  noninterest-bearing  loan  to 
TDK.  Ultimate  has  even  helped  its 
executives  buy  company  stock  on 
margin,  and  then  meet  margin  calls 
when  the  stock  subsequently  col- 
lapsed (current  price:  lO'/*).  Ultimate 
also  lent  Sabarese  $1  million  at  the 
company's  interest  rate. 

Are  such  expenses  appropriate  for  a 
company  that  seems  headed  for  trou- 
ble? Forbes  put  the  question  to  Saba- 
rese. Dressed  in  an  open,  checkered 
shirt  and  casual  slacks,  and  seated  in 
his  office  beneath  the  head  of  a  huge 
marlin  he  caught  from  his  90-foot 
fishing  yacht,  and  dozens  of  photo- 
graphs of  benbboned  Thoroughbred 
racehorses  he  has  bred,  Sabarese  re- 
plied: "There  is  no  question  that 
those  things  look  poor,  especially 
when  the  company  wasn't  doing 
well."  But  then,  sounding  a  more 
cheerful  note,  Sabarese  added:  "Our 
goal  here  is  to  make  this  a  billion- 
dollar  company."  If  he  really  wants  to 
get  there,  he  should  pay  less  attention 
to  Thoroughbreds  and  more  to  his 
bulging  receivables.  ■ 
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The  upwardly  mobile. 


)  1988  SOHIEFFELIN  &  SOMERSET  CO.  N.Y.,  NY.  JOHNNIE  WALKER®  BLACK  LABEL®  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY,  43.4%  Alc/Vol  (86.8*). 
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Presenting  the  new,  rather 


n, 


low  do  you  impnn'e  a  car  that  many 
already  consider  a  near  perfect  combina- 
tion of  luxury,  style  and  Herculean 
performance? 

I  low  else? 

You  make  it  a  faster,  near  perfect 
combination  of  luxury,  style  and  Hercu- 
lean performance 

Which  is  precisely  what  we've  done. 

For  I'-JW  we've  jjiven  the  Kanjie 

■er  a  new,  more  powerful  .^})  liter  \'.S 


engine  that  sijjnificantly  improves  accel- 
eration, and  makes  it  a  j^rcat  deal  more 
rcsponsi\e  at  cruisinj*  speed. 

\Ve'\e  also  added  a  range  of  new 
features  to  the  rest  of  the  Kanjie  Rover 

An  automatic  lock  on  the  tail  jjate, 
for  instance. 

A  new  six-speaker  audio  system. 

Heated  front  windshield. 

And  burnished  walnut  interior  trim. 

We've  c\cn  made  the  Ranj*c  Rover 


easier  to  drive  in  difficult  conditions  both 
on  road  and  off. 

Mecausc  we've  developed  a  sophisti- 
cated system  that  automatically  compen- 
sates for  conditions  where  traction  may 
otherwise  be  lost. 

What  we  haven't  done,  of  course,  is 
chanj»c  any  of  the  daunting  offroad, 
4-whcel  drive  capabilities  that  make  a 
Range  Rover  a  Range  Rover 

Vou  can  still  dri\e  through  driving 


faster  Ra  ^ 


rain  as  if  it  were  a  drizzle. 

Plow  through  snow  that  would  stop 
a  sled. 

Maneuver  through  mud,  over  rocks, 
around  boulders,  across  sand,  uphill  and 
downhill  with  the  agility  of  a  pack  mule. 

And  you  can  still  do  it  all  surrounded 
by  the  luxury  of  a  luxury  car 

In  a  padded,  polished,  practically- 
power-everything  interior  that's  actually 
quieter  this^ear  than  it  was  last  year. 
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surprising 


that  even  at  a  pr\c*i 
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Rover  is 
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RANGE  ROVER 


S36,000,  --   -'^  ;,ed  here  as  it  '^^  '^ 
becoming  as  v-  ,  , 

the  capitals  and  couOtrV  houses  o^ 
Europe. 

Why  not  call  1-800-FINE  4WD  iox  ^ 
dealer  near  you  and  see  a  Range  Rover 
for  yourself? 

After  all,  with  our  new  faster  engine 
all  you  may  see  of  a  Range  Ro\er  on  the 
road  this  year  is  something  that  looks 
like      lliis. 


The  Up  &  Comers 


^iSaar* 


Publishers 


Positive  thinker  Norman  Vincent  Peale, 
now  90,  runs  a  publishing  business  that 
brings  in  a  lot  of  revenues  but  no  profits. 
Will  he  be  able  to  convert  some  of  the 
former  to  more  of  the  latter? 

"The  tear 
duct  test" 


By  Katliy  Murray 


Even  Norman  Vincent  Peale  is  hav- 
ing problems  thinking  positively 
about  the  newest  addition  to  his  S61 
million  (annual  revenues)  publishing 
business.  "Sophistication  frightens 
me,"  sighs  the  Reverend  Peale,  now 


90.  "I  don't  like  it." 

An  ordained  Presbyterian  minister 
who  retired  from  New  York's  Marble 
Collegiate  Church  four  years  ago  at 
age  86,  Peale  wrote,  in  1952,  the  best- 
selling  The  Poller  uf  I'osilirc  Think'hi}> 
The  book  coined  a  phrase  and 
launched  its  author  on  a  successful 


l>r  and  Mis  Sonimti  Vnuoil  I'l'dlc 

"We're  near  the  danger  point  all  the  time. 


lecturing  and  writing  career,  which  he 
still  pursues. 

But  Peale  now  frets  over  the  debt  he 
took  on  to  buy  Fleming  H.  Revell,  Inc. 
Revell  is  an  interfaith  book  publisher 
that  Peale  and  his  wife/business  part- 
ner, Ruth  Stafford  Peale,  purchased 
from  Zondervan  Corp.  for  $11.2  mil- 
lion in  1986.  Revell's  annual  revenues 
are  around  $9  million. 

But  the  Peales  borrowed  heavily  to 
buy  the  company;  after  interest  pay- 
ments, Revell  still  isn't  profitable  af- 
ter two  years.  Observes  Ruth  Peale, 
who  at  age  82  enjoys  talking  about 
their  big  plans  for  Revell:  "He  doesn't 
like  the  fact  that  we  had  to  get  mort- 
gaged to  buy  this  company.  He 
doesn't  understand  that  this  is  a  per- 
fectly legitimate  business  venture, 
and  that  [debt]  is  the  way  to  finance  a 
new  company." 

The  Peales  intend  to  make  Revell 
profitable  by  bringing  to  it  their  tal- 
ents in  direct  marketing.  In  this  they 
have  a  potent  weapon:  their  Guideposts 
magazine.  Peale  and  his  friend  Ray- 
mond Thomburg  founded  Guideposts 
in  1945  as  a  four-page  pamphlet  of 
inspirational  stories  initially  directed 
at  businessmen.  With  $7,000  from 
friends,  including  Frank  Gannett,  the 
first  issue  was  hammered  out  in  a 
one-room  office  over  a  grocery  store  in 
Pawling,  N.Y.  Conrad  Hilton  put  the 
magazine  in  hotel  rooms,  usually 
next  to  the  Gideon  Bible;  this  distri- 
bution channel  is  still  in  use. 

By  1947  the  struggling  magazine 
had  a  circulation  of  20,000.  Then 
Guideposts'  offices  burned  down  and 
the  magazine's  entire  subscriber  list 
was  destroyed.  Radio  show  host  Low- 
ell Thomas,  another  of  Peak's  friends, 
asked  listeners  to  renew  their  sub- 
scriptions. Some  40,000  wrote  in, 
doubling  the  circulation. 

But  it  wasn't  until  the  1970s  that 
iiuideposts  learned  the  wonders  of  di- 
rect-mail marketing.  Largely  as  a  re- 
sult, the  'f^'  Guide-size  Guideposts,  not 
sold  on  newsstands,  now  claims  a 
paid  circulation  of  4.3  million,  mak- 
ing it  the  country's  12th-largest  publi- 
cation, just  behind  Ti»ie. 

After  factoring  in  the  discounted 
subscriptions  and  volume  discounts, 
Guideposts  grosses  around  $27  million. 
Issues  typically  run  about  48  pages 
and  feature  upbeat  stories  about  peo- 
ple like  actor  Jimmy  Stewart,  baseball 
player  Tommy  Herr  and  golfer  Chi 
Chi  Rodriguez. 
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**.n^'D      BUT  NOT  GOOD  ENOUGH.; 


Bob  Van  Buren^ 
CEO,Mi<il«-*^CorporaUon 


Last  year  our  net  income  set 
another  record,  the  11th  record- 
breaking  year  in  a  row  for  the 
Hungry  Bankers. 

Standard  &  Poor's  upgraded 
our  debt  (one  of  only  21  banks  so 
recognized.)  Salomon  Brothers 
ranked  us  third  in  overall  perfor- 
mance. Smith  Barney  gave  us 
their  Bank  Performance  Review 
Gold  Medal  Award. 

Coming  after  a  solid  decade 
of  consistently  outstanding  per- 


formances, even  we  Hungry 
Bankers  were  pleased.  Our  chair- 
man wanted  more. 

A  tough  act  to  follow,  but  we 
did  it.  When  the  curtain  came 
down  on  the  first  nine  months  of 
1988,  our  net  income  set  yet 
another  record,  S163.4  million. 
Return  on  average  equity  17.80%. 
Return  on  average  assets,  a  very 
healthy  1.19%.  We  raised  the 
quarterly  dividend  by  11%,  the 
eleventh  consecutive  year  of 


increases. 

"Finally"  we  thought,  "now 
even  our  chairman  can  sit  back 
and  relax..." 

We  never  learn. 

MidLantic 

TkSuper-Re^orml 
worthwatching. 

Midlantic  Banks  and  Continental  Bancorp  are 
members  of  Midlantic  Corporation. 


SOME  PEOPLE  THINK 
of  the  world  of  investing 
as  a  world  that  revolves  around 
guesswork,  where  success  comes 
only  to  those  who  play  the  right 
hunches  at  the  right  time. 

At  Twentieth  Century  Investors, 
we're  a  world  apart  from  that. 
There  has  been  no  guesswork 
involved  in  the  success  we've 
achieved  for  our  shareholders. 
Just  hard  work,  combined  with 
a  disciplined  investment  strategy 
that  we  have  consistently  and 
successfully  applied  over 
the  years. 

We  each  have  our  own  personal 
investments  with  Twentieth 
Century,  because  we  believe  in 
the  funds  and  in  the  company. 
When  you  invest  with  us,  we 
treat  your  money  as  carefully  as 
if  it  were  our  own. 

When  you  join  our  growing 
family  of  shareholders,  you  are 
welcomed  by  a  team  of  dedicated 
employees  with  one  goal  in 
mind  —  to  provide  you  with 
the  best  service  possible.  A  lot 
of  companies  talk  about  quality. 
At  Twentieth  Century  Investors, 
we  make  it  an  everyday 
commitment  —  with  dedicated 
people  and  the  best  systems. 

We  think  the  things  thai  make  us 
who  we  are  can  make  a  world  of 
difference  to  you  as  an  investor. 
Ixi  us  show  you  how.  Just 
write  or  call  for  an  Information 
Kit  and  Prospectus.  Please 
read  the  Prospectus  carefully 
before  investing. 

Call  toll-free: 
1-800-345-2021 
ext.  409 


P.O.  Box  419200 
Kansas  City,  MO  64141-6200 


Guilt  trips  and  inspiration 


To  help  fill  Guideposts  magazine 
every  month,  publishers  Nor- 
man Vincent  Peale  and  his  wife, 
Ruth,  along  with  their  editors, 
have,  since  1967,  hosted  biennial 
workshops  for  hopeful  writers.  The 
less  experienced  (but  more  deter- 
mined) the  hopefuls  are,  the  better. 
"We're  like  the  World  War  II  frog- 
man program,"  says  James  McDer- 
mott,  the  Guideposts  senior  editor 
who  runs  the  event.  "The  Navy 
wanted  boys  from  Kansas  who  had 
never  seen  water  before,  and  we 
prefer  bright  women  and  men  who 
have  never  published  because  they 
are  often  the  most  receptive  to  the 
techniques  that  we  teach." 

For  this  year's  weeklong  writers 
workshop,  15  winners  were  chosen 
from  the  4,700  applicants  who  sent 
stones  in  to  Guideposts  They  con- 
vened with  editors  and  the  Peales 
late  in  September  at  Wainwright 
House,  a  rented  lakeside  mansion 
on  5  acres  in  Rye,  N.Y. 

Among  the  winners  was  Gina 
Bndgeman,  28,  a  publicist  from 
Phoenix  who  has  little  writing  ex- 
perience. The  daughter  of  sports- 
caster  Joe  Garagiola,  Bndgeman 
won  with  a  story  about  her  own 
struggle  with  compulsive  overeat- 
ing. Another  budding  talent,  Bill 


Hall,  a  chaplain  at  a  Tennessee 
state  prison,  won  for  his  story 
about  a  Tennessee  man  who  sur- 
vived a  truck  accident  and  was 
trapped  in  his  truck  for  a  night. 

By  the  end  of  the  week,  the  group 
will  have  spent  over  60  hours  being 
drilled  in  the  rudiments  of  writing 
for  Guideposts.  All  stories  must 
have  a  spiritual  and  inspirational 
aspect,  and  all  must  be  written  in 
the  magazine's  distinctive  first- 
person  style. 

Since  1967  Guideposts  has  trained 
some  150  writers  through  the 
workshops;  roughly  one-third  of 
the  magazine's  articles  are  now 
written  by  former  workshoppers. 
From  this  workshop,  the  editors 
bought  at  least  three  of  the  win- 
ning applicants'  stories  for  publica- 
tion, at  a  fee  of  around  $400  each. 

At  a  total  cost  of  imder  $30,000, 
the  workshop  is  a  cost-efficient 
way  to  assure  a  continuing  flow  of 
copy.  "They're  superb  psycholo- 
gists," says  workshop  attendee  He- 
lene  Lynn,  a  spunky,  recently  di- 
vorced 32-year-old  mother  of  four 
from  GraybuU,  Wyo.  "They  used 
everything  in  the  book,  up  to  and 
almost  including  guilt  trips  to 
make  sure  we  knew  we  owed  them 
some  more  work." — K.M. 


Commercial  publishing  people  tend 
to  dismiss  Guideposts  "It's  a  religious 
publication,"  sniffs  Lee  Ahem  of  the 
Magazine  Publishers  Association. 
"Their  target  audience  is  different 
from  other  magazines'."  But  while 
Pealc  agrees  that  his  publication  em- 
phasizes overcoming  difficulties 
through  faith  in  God,  he  denies  that 
Guideposts  targets  anyone.  And  there 
is  no  disputing  the  fact  that  Guide- 
posts'  stories  are  popular  reading  mate- 
rial. Thus  many  of  the  magazine's  sto- 
nes are  reprinted  in  full  in  such  other 
mass-market  magazines  as  Good 
llousek\\pi>i^.  Sciturdciy  Frening  Post 
and  Reader's  Digest. 

"We  used  to  say  stories  had  to  pass 
the  tear  duct  test,"  says  editor  Van 
Varner.  "If  they  make  us  cry,  they're 
probably  right  for  the  magazine." 
Varner  claims  he  receives  1,000  story 
ideas  a  week,  which  are  then  read  by 
the  15-person  editorial  staff. 

Yet  for  all  its  popular  subject  matter 
and  circulation,  Giiideposis  makes  no 
money.  Peale  has  never  tried  to  sell 


advertising,  and  he  says  he  doesn't 
intend  to  limit  his  independence  by 
starting  now.  To  defray  the  rising 
costs  of  paper  and  of  not-for-profit 
postage  rates,  the  Peales  may  raise  the 
subscription  price. 

They  also  say  they'll  continue  to 
use  Guideposts  mailing  lists  to  sell 
more  books.  Guideposts  has  been  pub- 
lishing religious  books  and  selling 
them  through  its  subscriber  lists 
since  the  1960s.  Revenues  from  book 
sales  were  over  $25  million  last  year, 
though  the  company  only  broke  even 
on  these  sales. 

Guideposts  is  established  as  a  non- 
profit organization.  As  such,  it  will 
continue  to  publish  after  the  Peales 
are  gone.  There's  a  chance  that  the 
advertising  solution  will  be  seized 
upon  then.  But  for  now  the  Reverend 
Peale  says  he'll  get  along  without  it. 

"I  don't  have  a  head  for  business," 
shrugs  Peale,  with  no  apologies. 
"We're  near  the  danger  point  all  the 
time,  and  that's  kind  of  a  healthy 
place  to  be."  ■ 
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Music  as  it  ^tsa  meant  to  be  experienced. 

Sound  that's  alive.  Pure.  Gear.  True.  That's  what 
the  Hitachi  MX-W50  Sound  System  delivers. 

Exquisite  design.  Elegant.  Easy  to  use.  A  complete 
system,  including  a  CD  player.  A  digital  synthesizer  tuner. 
A  five  band  graphic  equalizer.  A  dual  tape  deck.  And 
speakers  that  deliver  concert  hall  performance. 

A  sophisticated  system  that  defines  the  art,  all 
integrated  into  one  slim,  stylish  design  that  sounds  as 
beautiful  as  it  looks. 

Hitachi.  The  experience  you've  been  looking  for. 


0  HITACHI 


The  Up  &  Comers 


Strategy 


Children's  toys  are  fun.  But  Tyco  Toys' 
Richard  Grey  is  showing  that  the  toy  busi- 
ness is  stage  to  some  very  rough  tactics. 


So  sue  me 


By  Fleming  Meeks 


Tl  HE  children's  toy  BUSINESS  IS 
not  for  children.  About  five 
years  ago  Tyco  Toys,  Inc.  Presi- 
dent Richard  Grey  watched  video- 
games from  producers  like  Atari  and 
Activision  snatch  business  av^ay  from 
Tyco's  electric  train  and  slot-car  rac- 
ing toy  lines. 

Grey,  now  53,  is  a  courteous  and 
soft-spoken  man.  But  there  was  noth- 
ing soft  or  even  courteous  about  his 
competitive  response.  In  February 
1984  he  launched  Tyco's  Super 
Blocks,  plastic  building  blocks  that 
are  interchangeable  with  those  from 
Lego  Systems,  the  American  subsid- 
iary of  Denmark's  hugely  successful 
Interlego  AG.  (Forbes,  Sot  .\  /9<S*6). 
Manufactured  in  Taiwan  out  of  the 
same  sturdy  plastic  as  the  Lego  prod- 
uct, Tyco's  Super  Blocks  came  pack- 
aged in  a  bucket  containing  some 
30%  more  blocks  than  Lego  sets  at  a 
comparable  price. 

Grey  knew  Lego  would  retaliate. 
"We  knew  they  had  a  reputation  for 
being  litigious,"  says  Grey.  His  strate- 
gy, in  effect,  was:  So  sue  me. 

Which  Lego  did.  With  a  vengeance. 
Although  the  basic  patents  for  Lego 
bricks  had  expired  in  1981 — and  de- 
spite the  tact  that  Lego  itself  had  cop- 
ied the  prcJiict  from  an  English  firm 
in  the  I94l)s  Lego  claimed  trade- 
mark infringement  in  a  suit  in  the 
U.S.  It  also  sued  Tyco's  Hong  Kong 
subsidiary,  claiming  copyright 
infringement. 


But  three  years  and  over  $3  million 
in  legal  fees  later,  Tyco's  right  to 
make  and  sell  Super  Blocks  was  up- 
held in  the  Court  of  Appeals  in  Phila- 
delphia, and  in  Privy  Council  in  the 
U.K.  (Under  English  law.  Lego  will 
have  to  reimburse  over  $1  million  for 
Tyco's  legal  expenses.) 

But  best  of  all,  Supci  Blocks  have 
become  a  stable  $20  million  product 
line  for  Tyco,  which  last  year  earned 
$6.9  million  on  revenues  of  $163  mil- 
lion, up  from  $48  million  in  1983. 
(Lego's  1987  U.S.  sales  are  estimated 
at  around  $120  million.) 

Last  year  Grey  again  dusted  his 
knuckles.  At  the  Toy  Fair  in  New 
York  City,  Tyco  introduced  Super 
Dough.  This  is  a  knock-off  of  Kenner 
Parker  Toys'  venerable  Play-Doh. 
Tyco  packaged  its  dough  with  acces- 
sories for  molding  the  stuff  into  play 
flowers  and  play  food,  but  the  basic 
dough  (which  any  mom  or  dad  can 
make  from  flour,  water  and  food  col- 
oring) is  indistinguishable  from  Play- 
Doh.  Super  Dough  is  already  account- 
ing for  over  $11  million  of  Tyco's 
1988  sales. 

Like  Lego,  Kenner  Parker  (acquired 
in  the  fall  of  1987  by  Tonka  Corp.) 
sued  Tyco  for  theft  of  trade  secrets. 
And  like  Lego,  Kenner  Parker  lost. 
Toyland  is  a  rough  place. 

Thanks  in  no  small  part  to  these 
cutthroat  tactics,  62-year-old  Tyco, 
based  in  Mount  Laurel,  N.|.,  does 
what  few  toy  companies  do:  survives 
and  thrives.  Revenues  for  Hasbro  and 
Mattel  have  been  flat  since  1985.  And 


Hasbro,  which  saw  its  earnings  cut  in 
half  in  1987,  was  the  only  one  of  the 
big  three — Hasbro,  Mattel  and  Ton- 
ka— to  make  a  profit  last  year.  Yet 
Tyco  has  ground  out  average  eam- 
ings-per-share  growth  over  the  past 
five  years  of  65%  a  year,  and  an  aver- 
age armual  return  on  equity  of  23.6%. 
That  return  ranked  Tyco  55th  among 
this  year's  crop  of  the  200  Best  Small 
Companies  in  America  (Forbes,  Nov. 
14].  For  this  performance,  Grey  last 
year  earned  $1.5  million  in  salary  and 
bonuses. 

Now  here's  something  of  a  surprise. 
The  stock  market  doesn't  think  much 
of  Grey's,  and  Tyco's,  record.  Toy  in- 
dustry analysts  estimate  Tyco's  1988 
earnings  at  $11  million  ($1.90  a  share) 
on  revenues  of  $250  million,  or  $43  a 
share.  Yet  Tyco's  5.8  million  shares, 
which  traded  as  high  as  17y8  last 
April,  are  now  languishing  at 
around  llVi. 

Much  of  the  modest  valuation  re- 
sults, of  course,  from  the  hot-today- 
dead-tomorrow  nature  of  the  toy  busi- 
ness. But  skepticism  also  traces  to 
some  questionable  dealings,  brought 
to  light  earlier  this  year  by  the  Wall 
Street  Juuninl.  between  Tyco  and  Ben- 
son Selzer,  the  financier  who  once 
controlled  Tyco. 

In  1981  Selzer's  New  York-based 
LBO  firm  Savoy  Industries  acquired 
Tyco  from  Sara  Lee  for  $18.6  million 
(of  which  $4  million  was  equity). 
Selzer  took  Tyco  public  in  1986.  Since 
then,  Tyco  has  lent  money  to,  and 
acquired  assets  from,  other  Selzer- 
controlled  companies.  A  recent  share- 
holder suit  charges  Selzer  (who  is 
chairman),  the  directors  and  others 
for  buying  debentures  and  warrants  at 
a  scandalously  low  price. 

Tyco's  senior  managers  deny  that 
anything  improper  has  been  done,  but 
they  admit  the  publicity  has  hurt. 
"What  has  become  apparent,"  says 
Harry  Pearce,  Tyco's  executive  vice 
president  and  a  director  since  Septem- 
ber, "is  that  one  must  be  as  concerned 
with  the  appearance  of  transactions  as 
the  transactions  themselves."  Pearce 
insists  that  no  more  insider  deals  will 
be  made,  and  he  may  well  be  right. 
Selzer  and  his  lieutenants  still  occupy 
six  of  Tyco's  eight  board  seats.  But  the 
Selzer  family  ownership  of  Tyco  is 
down  to  less  than  15%.  Any  shenani- 
gans, and  they  could  be  forced  off 
the  board. 

A    more    serious    problem    facing 


72 


FORBES,  NOVEMBER  28,  1988 


Bodine  Assembly  Systems  - 

Experience  in 
Applying  New  Technology 


Your  factory  floor  should  be  designed  to  make 
profits,  not  to  experiment  with  new,  unproved 
approaches  to  factory  automation. 

That  is  why  manufacturers  industrywide  turn 
to  Bodine  -  the  world's  most  experienced  builder 
in  small  parts  assembly  systems.  For  over  50  years, 
the  Bodine  name  has  meant  quality,  pre- 
cision and  high  productivity  in  automatic 
assembly. 

At  Bodine,  we  feel  that  staying  a 
step  ahead  of  the  industry  is  the  way  to 
keep  up  with  your  needs.  The  modular 


M/ffff 

ASSEMBLY  SYSTEMS 


construction  of  The  Bodine  Assembly  System 
guarantees  future  flexibility  -  It  can  accommodate 
minor  product  changes  or  new  products  altogether. 
The  systems  that  we  build  today  combine 
emerging  technology  with  our  extensive  experience 
in  providing  successful  assembly  solutions. 

Let  Frank  J.  Riley  or  William  Bodine 
tell  how  we  might  help  you. 

Call  the  Bodine  Corporation  - 
The  Name  in  Successful  Assembly. 
P.O.  Box  3245,  Bridgeport,  Conn.  06605 
Tel:  203/334-3 1 07;  FAX  203/334-4007. 


Grey  is  how  to  continue  to  avoid  the 
fickle  toy  industry's  lethal  product 
cycles.  While  the  knocked-off  Super 
Blocks  and  Super  Dough  lines  are  do- 
ing nicely,  Tyco's  hottest  product  is 
radio-controlled  cars  and  trucks, 
which  are  made  to  Tyco's  specifica- 
tions in  Singapore  by  Japan's  Taiyo 
Kogyo.  Introduced  in  1986,  radio-con- 
trolled vehicles  accounted  for  $40 
million  in  sales  last  year  and  will, 
says  Grey,  reach  an  estimated  $70 
million  in  1988. 

Unfortunately,  the  market  for  ra 
dio-controlled  toys  is  expected  to 
peak  this  year,  and  managmg  the  de- 
celeration is  Grey's  biggest  problem. 
Grey  is  not  unaware  of  this.  "It's  not 
difficult  to  take  advantage  of  a  trend 
when  it's  hot,"  he  says.  What  requires 
skill  "is  to  manage  it  down  when  the 
trade  wants  to  walk  away  from  it." 

To  accomplish  this.  Grey  says  he 
will  continue  to  extend,  cautiously, 
Tyco's  radio-controlled  line  with  new 
products  like  the  racing  trucks  intro- 
duced at  last  spring's  Toy  Fair.  Tyco 


has  around  30%  of  the  radio-con- 
trolled market  (Japan's  Nikko  Corp. 
has  around  40%).  Grey  says  he  hopes 
to  take  market  share  away  from  many 
of  the  smaller  manufacturers  who  are 
now  getting  out  of  the  business.  But 
he  concedes  that  by  1990  he  will  need 
new  products  to  take  up  the  slack  as 
the  radio-controlled  fad  fades. 

As  things  now  stand,  the  old-line 
trains  and  racing  sets  account  for  27% 
of  Tyco's  sales;  radio-controlled  vehi- 
cles, 24%;  Super  Blocks,  13%;  Super 
Dough,  6%.  Grey's  hopes  are  riding 
on  one  or  more  of  the  company's  six 
other  toy  categories  to  come  up  win- 
ners. These  other  categories  include 
the  Amtoy  line  of  stuffed  animals  ac- 
quired this  year;  the  Stompers  line  of 
motorized,  big-wheeled  vehicles;  and 
Dino-Riders,  a  new  line  of  action  fig- 
ures. This  year's  sales  of  Dino-Riders 
were  originally  projected  at  $25  mil- 
lion. Shipments  to  date  indicate  sales 
will  be  nearly  twice  that. 

Perhaps  Tyco's  strongest  asset  is 
Grey's  innate  caution  in  a  business 


where  inventories  of  hot  toys  can  cool 
very  rapidly.  A  1956  graduate  of 
UCLA,  Grey  spent  two  years  in  public 
accounting  before  becoming  a  manu- 
facturers' rep,  representing  Tyco  and 
several  other  small  toy  and  hobby 
companies.  Sara  Lee  Corp.  bought 
Tyco  in  1970;  then  it  also  bought 
Grey's  rep  firm  and  installed  him  as 
Tyco's  president. 

Over  the  years  Grey  has  insisted 
upon  a  diversified  product  line  and 
resisted  the  temptation  to  bet  the  bal- 
ance sheet  on  one  or  two  suddenly 
popular  products.  "We're  marketing 
people,"  says  Grey,  "but  we're  also 
financial  people." 

Financial  conservatism  is  not 
enough  to  guarantee  success  in  the 
gyrating  toy  trade,  or  in  any  business. 
But  fiscal  caution  combined  with  an 
aggressive  strategy  of  knocking  off 
other  companies'  successful  products 
(and  damn  the  lawyers)  is  a  good  start. 
The  least  one  can  say  is  that  the  com- 
bination has  worked  very  well  thus 
far  for  Tyco.  ■ 


Regulated  public  utilities  are  reluctant  to 
expand,  but  the  independent  power  pro- 
ducers like  Salt  Lake  City^'s  Bonneville  Pa- 
cific have  no  such  reluctance. 


Power  for  profit 


By  James  Cook 


SALT  Lake  City's  Bonneville  Pa- 
cific Corp.  has  had,  to  put  it 
mildly,  some  rocky  times.  In 
1984,  for  example,  it  undertook  an  8- 
megawatt  hydroelectric  power  plant 
near  Twin  Falls,  Idaho  and  by  the  end 
of  December  the  project  was  nearly 
complete.  Chairman  Raymond  L. 
Hixson,  now  62,  had  agreed  to  deliver 
the  plant's  first  electricity  to  Idaho 
Power,  the  state's  largest  investor- 
owned  utility,  by  midnight,  New 
Year's  Eve.  If  it  failed  to,  its  backers 
would  lose  the  investment  tax  credit 
for  the  year  on  the  $19  million  proj- 
ect Also  down  the  drain  would  go  the 
iioi  1,000  in  equity  capital  Hixson  and 


his  partners  had  in  the  project. 

They  had  got  the  plant  running  two 
or  three  days  before  deadline,  but  by 
New  Year's  Eve  they  still  hadn't  been 
able  to  lock  into  Idaho  Power.  Every 
time  they  tried,  the  resistor  that  regu- 
lated the  voltage  would  blow  out. 
They  had  just  about  given  up  when 
the  electrician,  who  was  also  a  ham 
radio  operator,  came  up  with  an  old, 
heavy-duty  ceramic  resistor  from  a 
box  of  old  radio  parts,  and  hooked  it  to 
all  that  high-tech  electronic  parapher- 
nalia. "He  threw  it,"  Hixson  remem- 
bers, "and  It  locked  on  line.  Cheers, 
screaming,  yelling.  It  worked."  It  was 
8:30  on  New  Year's  Eve. 

Hixson  and  Bonneville  Pacific  have 
come  a  long  way  since  that  hectic 


New  Year's  Eve.  The  company  has 
developed  or  built  18  other  power 
projects.  Some  are  hydroelectric, 
some  geothermal,  some  gas-fired  co- 
generation.  It  has  5  plants  under  con- 
struction and  some  21  more  under 
development,  including  several  joint 
ventures  with  utility  companies. 

Hixson  will  tell  you  the  indepen- 
dent power  industry  is  just  getting 
started.  Increasingly,  regulators  are 
refusing  to  let  the  utilities  recover 
their  investment  through  the  rate 
base.  Not  surprisingly,  most  utilities 
are  reluctant  to  build  new  plants.  So 
Hixson  sees  the  unregulated  indepen- 
dents supplying  much  of  the  coun- 
try's increased  power  needs.  Since 
they  are  not  subject  to  rate  regulation, 
they  can  sell  their  power  at  prices  that 
ensure  them  a  fair  profit,  so  long  as 
It's  no  more  than  the  costs  utilities 
would  incur  if  they  built  a  new  plant 
themselves.  Says  Hixson:  "We  can 
build  new  power  plants  cheaper  than 
the  utilities  can  and  make  more  mon- 
ey and  still  provide  better  rates  than 
they're  getting  now." 

When  it  comes  to  power  plants, 
Hixson  thinks  small,  not  big.  He 
claims  he  can  get  a  small  hydro  plant 
on  line  in  12  to  14  months,  a  gas-fired 
cogeneration  plant  in  18  to  22  and  a 
moderate-size  coal  plant  inside  three 
years.  By  contrast,  it  may  take  a  utili- 
ty ten  years  or  more  to  get  a  1,000- 
megawatt  plant  into  production.  Any- 
how, why  build  huge  plants?  "De- 
mand doesn't  grow  in  1,000- 
megawatt  blocks,"  Hixson  says.  "It 
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•  Total  shareholders'  equity  reaches  4.32  percent 

•  Third-quarter  earnings  of  $197.7  million 

•  Nine-month  earnings  total  $741.2  million 

•  Operating  expenses  down  1 0  percent 

•  Higher  revenues  from  investment  banking  and  corporate  finance 

•  Earnings  for  The  CIT  Group  up  80  percent 


1ST  QUARTER 


2ND  QUARTER 
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Results 


"Record  first  quarter  shows 

very  strong 

operating  earnings." 
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Our  plan  is  on  track.' 

Shareholders' equity  up  $776  million 


II 


3RD  QUARTER 


$3  Billion 

ComiTion  shareholders'  equity 

$2.67  Billion 

$2  Billion 

INCREASE 
OF  $925 
MILLION 

$1.74  Billion 

$1  Billion 

•^ 

Total  shareholders'  equity  as 
a  percent  of  average  total  assets 


June  30,  '87       Sept.  30,  '88 
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THE  BMW  7-SERIES.  IT  BRINGS        king  of  the  big  cars"  (AutoWcck  Magazine). 
NEW  BLOOD  TO  A  CLASS  OF  AUTOMOBILE  The>' jointly  invited  330  luxury-car  ownei^ 
THAT  CAN  CERTAINLY  BENEFIT  FROM  IT.  compare  16  different  models  side  b)'  side.    ' 
Last  summer,  three  luxur)-car  makei-s  unmten-       And  after  extensive  dri\ing,  most  chose  BMW  c 
tionally  confirmed  the  BMW  7-Series  as  the  "new     the  marque  they'd  prefer  to  o\ati. 

C  WVi  BM\^'  ol  Nonh  Amrnca.  Int  T  hr  BMNS'  iradrnurk  ind  lojjo  art  rrguleml 
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Indeed,  compared  to  its  costliest  competitor, 
BMW  7-Series  was  judged  to  have  superior 
yling,  quality,  and  comfort.  A  quieter,  smoother 
de.  More  responsiveness  and  maneuverability. 
nd  a  decidedly  more  youthful  spirit. 


If  you  share  such  a  spirit  yourself,  we  invite 
you  to  contact  your  authorized  BMW  dealership. 
Where  the  7-Series  awaits  a  revealing  test 
drive  at  your  convenience . 

THE  ULTIMATE  DRIVING  MACHINE; 
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Whenyour  horizons  expani 
so  snouldyour  carry  on. 


Whether  your  travel  plans  call  for 
London  in  the  morning  or  Lx)s  Angeles  at 
midnight,  it's  time  you  examined  the  Lark 
expandable  carry-on. 

Witli  little  effort,  you  can  easily  enlarge 
our  UDiuue  carry-on  by  50  percent.  And 
that  makes  it  the  ideal  travel  companion  for 
ihase  overnight  business  trips  or  week-long 
^onferences. 

Plus,  unlike  some,  the  L'lrk  carry-on 
continues  to  look  great  long  after  it's  been 


removed  from  the  showroom  floor. 

Thaf  s  because  each  one  is  tneated  with 
Dupont  Teflon*  so  it  repels  water  and  stains. 
Each  is  carefully  hand-crafted,  sporting 
all-leather  handles,  and  solid-brass  zippe 
Best  of  all,  each  carry-on  is  fully  lined. 

When  your  horizons  ex- 
pand, you  need  the  carry- 
on  that  expands  along 
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with  them.  The  Lark 


cA_/. 


expandable  carry-on.    Luggage  for  v.mrrrt>n>uu>w'ufd^. 
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Chainnayi  Ray  liixsoii  at  Bo>!}ien//e's  gas-fired  cogetzeration project  at  Lehi,  Utah 
Thinking  big  nieans  thinking  really  small. 


Tim  Keliv/Black  Star 


grows  in  blocks  of  50  and  100  mega- 
watts. With  plants  that  size,  you  can 
react  to  pockets  of  demand." 

Hixson  sees  the  independent  power 
producers  and  the  utilities  moving 
into  a  mutually  beneficial  partner- 
ship. The  utilities  can't  move  into  the 
independent  power  business  them- 
selves, but  they  can  take  as  much  as  a 
49.9%  interest  in  independent  power 
projects  that  do.  Case  in  point:  Sierra 
Pacific  Resources,  a  Reno,  Nev.  utili- 
ty, which  recently  invited  Bonneville 
to  take  a  9.5%  interest  in  its  Thou- 
sand Springs  project — an  8-unit, 
■  2,000-megawatt  coal-fired  project  it 
expects  to  develop  over  the  next  de- 
cade. What  Bonneville  brings  is  its 
experience  in  licensing,  getting  per- 
mits and  building  such  projects. 

Hixson  also  has  big  ambitions  of 
picking  up  at  least  4,000  of  the  esti- 
mated 40,000  megawatts  of  capacity 
the  independent  power  industry  is  ex- 
pected to  capture  for  itself  by  the  year 
2000.  Considering  that  Bonneville, 
backlog  and  all,  has  been  involved  in 
projects  totaling  around  1,000  mega- 
watts so  far,  that's  really  big  thinking. 

Bonneville  finances  most  of  the 
company's  expansion  internally.  It 
uses  project  finance  for  the  power 


plants  themselves — that  is,  commits 
the  revenues  from  the  project  to  ser- 
vicing the  debt  needed  to  finance  it. 
Bonneville  generally  sells  part  of  its 
equity  interest  in  one  project  to  invest 
in  the  next,  moving  to  bigger  ventures 
each  time.  Revenues  went  from  $9.9 
million  in  fiscal  1984  (ended  Apr.  30) 
to  $23.4  million  last  year,  net  income 
from  $49,000  to  $8.5  million,  earn- 
ings from  1  cent  to  73  cents  a  share. 

With  its  current  backlog,  Hixson 
expects  Bonneville  will  have  800 
megawatts  of  capacity  in  operation  by 
1992,  generating  maybe  $350  million 
in  revenues,  versus  $72  million  this 
year.  If  he  reaches  that  goal,  Bonne- 
ville should  make  a  ton  of  money. 
How  much?  He  won't  say,  but  ana- 
lysts at  Minneapolis  broker  Piper,  Jaf- 
fray  &.  Hopwood  figure  as  much  as  $3 
a  share,  up  from  the  85  cents  they 
estimate  it  will  earn  this  year. 

Until  a  year  or  so  ago  Bonneville's 
revenues  and  profits  came  mainly 
from  the  sale  of  projects  to  finance  its 
expansion.  But  Bonneville  is  now  in 
such  good  shape  it  no  longer  needs  to 
sell  as  many  completed  projects  to 
finance  new  ones,  but  can  finance  the 
new  ones  out  of  cash  flow  or  through 
its  connections  with  Goldman,  Sachs 


and  Piper,  Jaffray.  Thus  earnings  from 
operations  should  contribute  over 
50%  of  revenues  this  year  and,  or  so 
Hixson  hopes,  80%  by  1992.  It  doesn't 
make  sense,  he  explains,  to  sacrifice 
20  cents  a  share  in  recurring  operating 
earnings  for  a  one-shot,  15-cent-a- 
share  sale  of  its  assets.  "We'll  sell 
projects  as  necessary  to  generate  capi- 
tal," Hixson  says,  "but  we  are  not 
going  to  sell  our  future  just  to  make 
present  earnings." 

Bonneville  is  not  yet  the  front-rank- 
ing player  in  the  private  power  busi- 
ness. Catalyst  Energy  has  been  num- 
ber one.  Catalyst  ran  into  financial 
trouble  earlier  this  year,  and  was  re- 
cently taken  over  by  Boone  Pickens' 
son,  Thomas  III.  But,  as  Hixson  sees 
it.  Catalyst  was  a  Wall  Street  opera- 
tion that  specialized  in  finding  the 
money  to  finance  other  people's  pro- 
jects without  really  knowing  the  pow- 
er business.  Bonneville  by  contrast  is 
an  operating  company,  he  says.  Hix- 
son is  an  engineer  who  knows  his  way 
around  a  power  plant.  "If  you  don't 
build  and  run  your  own  power  plants, 
you  don't  know  the  business,"  he 
says,  perhaps  remembering  that  cold 
New  Year's  Eve  when  he  almost  lost 
his  company.  ■ 
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The  Spirit  of  Korea  i.i  in  the  Air. 

When  you  fly  on  Korean  Air,  you'll  feel  a  jcnjc  of  Koreali  .spirit,  a  dci)lcatLon  to  excellence 
in  all  thai  we  (h.  To  thai  end  o  Korean  Air  flight  ij  not  ju.^t  another  flight  It[i  a  way 
of  jlyuiij.  I  he  next  tune  you  niake  plan.^  to  travel  to  Korea  or  any  other  dedtination 
throuijhout  the  Orient,  fly  Korean  Air.    You'll  be  in  Korea  the  moment  you  take  off.  • 


KOREAN  AIR 


So  welcome,  in  fact,  that  6.8  m 

tourism 

The  traveler  in  modern  asia 

"OS  it  much  easier  than  Marco  Polo. 

hen  the  restless  Venetian  merchant- 
jdventurer  set  out  for  for  Cathay,  he  had 
T  learn  the  languages  as  he  went  along, 
ese  days,  no  matter  how  remote,  there 
s  always  someone  ou  hand  who  can 
speak  English.  Those  great  electronic 
classrooms  of  the  airwaves.  Voice  of 
America  and  the  British  Broadcasting 
Corporation,  hove  helped  national 
educators  throughout  Asia  to  make  the 
English  language  the  closest  thing 
mankind  has  ever  hod  to  a  universal 
tongue. 


DESTINATION 


ASIA/'89 


A 


iiic  I  uru.-c  I  iofei  m  Tokyo  has  a  unique    ' 
posW'ion  -  it  is  in  Marunouchi,  the  city's  central 
business  district,  and  yet  it  overlooks  the 
peace  and  tranquility  of  the  moats  and 
gordens  of  the  Imperiol  Palace. 
A  luxury  hotel  in  every  sense  -  returning 
guests  even  find  complimentary  slippers  v/ith 
their  own  name  on  them  together  with  a 
leather  bag  of  toiletries  in  their  rooms.  "Home 
away  from  home"  is  the  philosophy  of 
President  Masdo  Yoshihara,  who  ensures  this 
high  standard  of  care  and  services  by  noting 
what  is  good  and  spotting  what  might  go 
wrong  before  if  does  on  his  daily  tour  round 
the  entire  hotel.  The  hotel  caters  mainly  for 
businessmen  -  90%  of  its  guest  list  year 
after  year  are  in  this  category,  which  reflects  its 
boolcing  Imlcs  with  KLM,  CIGA,  Utell  and 
Loews. 

In  the  big  cities,  all  staff  in  hotels, 
airline  offices  and  large  corporations, 
speak  English.  In  isolated  country  towns 
on  Indonesian  islands,  schoolchildren 
can  converse  in  the  language  because 
.  English  lessons  are  compulsory. 
Singaporeans  arguably  speak  better 
English  than  most  Americans  and  in 
China  it  has  been  estimated  that  more 
than  100  million  adults  are  learning  the 
language  via  Radio  Beijing's  educational 
broadcasts. 


mericans  are  welcome  in  Asia, 
ill  ion  of  us  went  there  in  the  lost  year.  In  many  Asian  economies 
is  the  dominant  national  money  earner. 

which  the  outsider  is  frequently  at  a  loss. 
And  ignorance  of  local  customs  can  lead 
to  confusion  and  ill  feeling. 

Take  Thailand,  where  it  is 
inexcusably  rude  to  point  the  soles  of  the 
feet  at  another  person  and  where  great 
offence  is  token  if  a  stranger  pats  a  child 
on  the  head.  The  Thais  ore  extremely 
proud  of  their  monarchy,  culture  and 
religion  and  a  joking  remark  about  the 
royal  family  or  Buddhist  monks  carrying 
out  their  ritual  begging  can  rupture  a 
friendship  before  it  begins. 

With  a  modicum  of  care  and  a  little 
common  sense,  however,  Asia  presents 
few  problems  for  the  visitor  either  on 
business,  seeking  a  relaxing  holiday  or 
looking  for  on  adventurous  vocation. 

In  addition  to  the  boon  of  universal 
English,  the  Far  East  today  boasts  the 
best  hotels  in  the  world.  Here  is  a  happy 
twain  of  east  and  west  mixing  the  legacy 
of  Asian  hospitality  and  western 
efficiency.  It  is  a  harmonious  relationship. 


Comuy  rocinc,  ine  nong  :\ong  ooseo  oinine, 

launched  their  new  Marco  Polo  Business  Class 
service  this  month,  offering  more  space,  new 
luxury  seats  and  a  new  cabin  layout  and 
environment.  From  their  North  American 
gateways  of  San  Francisco  and  Vancouver, 
they  fly  to  26  cities  throughout  Asia. 

But  just  because  Asians  speak 
English,  it  does  not  necessarily  mean  the 
novice  visitor  con  understand  them.  The 
complexities  of  the  continent,  the  many 
different  racial,  cultural  and  religious 
mixes,  can  lead  to  baffling  situations  in 


The  New  Otani  Hotel  and  Tower,  situated  right  in  the  center  of  Tokyo,  sit  in  their  own  10  acre 
garden  which  is  400  years  old  and  once  belonged  to  a  samurai  lord.  Today,  1,200  staff  look  after 
every  need  of  all  guests  to  this,  the  flagship  hotel,  in  the  New  Oton;  Group.  80%  of  visitors  to  the 
hotel  and  tower  complex  are  businessmen  who  appreciate  the  best  of  the  gracious  traditions  of 
Jopon  which  are  complemented  by  the  highest  level  of  international  standards  of  service.  On  top 
of  this,  the  New  Otani  Club  offers  a  host  of  special  privileges,  including  reduced  room  rates  to 
regular  guests.  Membership  of  the  Club  is  free.  The  Group  wants  the  complex  to  be  much  more 
than  just  a  hotel  and,  with  the  largest  banqueting  hall  in  Japan,  room  occupancy  accounts  for  only 
35%  of  turnover.  The  number  of  bedrooms  is  being  decreased  and  all  are  being  upgraded  in  a 
S700  million  investment  programme. 


The  great  cities  of  Asia  each  has  a 
flavor  uniquely  its  own.  The  way  of  doing 
business,  the  cuisine,  the  climate,  the 
people,  the  architecture,  varies  from  city 
to  cit/. 

Veteran  travelers  say  the  different 
national  capitals  all  hove  a  distinctive 
smell  of  their  own.  In  Thailand,  the  odour 
of  lemon  grass  and  chili  wafts  across  the 
klongs.  Newly-arrived  travelers  in  Tokyo 
catch  the  tang  of  sake  from  the  sushi 
stalls.  In  Kuala  Lumpur,  it's  the  enticing 
hint  of  nutt/  smoke  from  burning  satoy 
coals.  And  people  getting  off  the  aircraft 
at  Hong  Kong's  Koi  Tok  airport  sniff  the 
air  and  joke  about  the  heady  mixture  of 
diesel  fumes  and  newly-minted  money. 

These  days,  a  new  generation  of 
modern  hotels  have  eliminated  the 
danger  of  enjoying  the  exotic  tastes  of 
Asia.  From  Seoul  to  Jakarta,  Bombay  to 
Guam,  towering  skyscrapers  in  central 


business  districts  and  beachside  resorts 
under  the  palms  offer  hygenic  cuisine.  It 
may  have  been  more  colorful,  a  couple 
of  decades  ago,  to  snack  on  spicy  tit- 
bits at  a  roadside  stall  in  a  mountain 
village.  It's  a  lot  safer  and  more  certain  to 
eat  in  your  hotel.  The  exception  is 
Singapore  where  stringent  health 
inspectors  ensure  spotless  street  food 
stalls;  try  the  array  of  outdoor  eateries 
near  Orchard  Road  where  dishes  from 
Canton,  Hainan,  Madras,  Java,  Amoy, 
Bangkok  and  Rangoon  are  prepared  at 
scores  of  sparkling  stalls  under  the 
equatorion  stars. 

The  flavor  of  Asia  is  captured  in  the 
modern  hotels  which  have  sprung  up 
throughout  the  continent  as  the  Pacific 
Rim  has  emerged  as  the  dominant  global 
economic  entit/.  The  days  when  big 
chain  hotels  like  Holiday  Inn  and  Hilton 
were  little  parcels  of  transplanted 


Because  of  the  Olympics,  we  all  know  so  much  more  about  South  Korea  and  the  country's  airline, 
Korean  Air,  which  is  anticipating  that  more  U.S.  businessmen  and  vacationers  will  be  visiting  them  next 
year.  Korean  Air  already  has  daily  flights  from  tos  Angeles,  New  York  and  Hono/u/u  to  Seoul,  and  this 
monfh  sow  the  inauguration  of  their  new  rou'»  'ancouver-Seoul  serv 


ot-  Hotel  Olcuro."Sosoid 
Mr.  Caspar  Weinberger,  who  is  not  unknown  to 
this  magazine.  The  former  U.S.  Secretary  of 
Defense  praised  the  Okura  during  a  visit  to  Tokyc 
this  summer  to  receive  o  First  Order  of  Merit 
from  the  Japanese  government  "for  his  devotion 
to  the  stabilization  of  peace  for  the  Far  East  and 
Japan."  When  asked  why  he  chose  the  Hotel 
Okura,  he  said,  "This  is  my  sixth  visit  to  Japan. 
Each  time  I  have  stayed  at  Okura.  It's  close  to  the 
Embassy,  the  governmental  area  and  the 
Palace.  But  I  like  it  mostly  becouse  of  the 
excellent  service  and  this  is  where  I  can  relax.' 
The  hotel  has  just  finished  a  $50  million 
refurbishment  programme  which  hos  cut  the 
number  of  rooms  to  888,  all  with  sound 
proofing,  ond  the  new  interiors,  reflecting  the 
best  materiali  from  around  the  world,  were 
designed  by  the  London-based  David  Hicks. 
"Ours  is  o  very  Japanese  hotel",  says  Mr. 
Goro  Yamazaki,  Executive  Manager  and 
Director.  "Service  from  the  heart  is  our  way. 
And  we  recognize  that  our  staff,  all  1,650 
of  them,  ore  our  best  osset " 


The  New  Otani  Tokyo's  garden  was  originally  part  ol  the  residence  0l 
Kiyomasa  Kalo.  a  samurai  lord  It  includes  more  than  10.000  trees, 
bushes  and  plants,  and  stones  collected  from  all  over  Japan. 
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Only  one  hotel  in  Tokyo  has  a 
400-year'old  decompression  cnamben 


Tokyo  is  one  incredibly  fasr-paced 
City.  But  you  can  srill  get  away  from  it  all. 
-•  W  at  The  Hotel  New  Otani.  And 
the  pressures  of  the  fast  lane  in 


I  i..t 


industry  and  government  from  many 
nations  have  walked  its  peaceful 
our  10-acre,  400-year-old  Japanese 
garden.  Over  the  years,  leaders  of 


''**^-; 


pathways,  including  many  of  those  \\ 
served  the  world  at  the  Tokyo  Sunn, 
1979  and  1986. 

Come  to  think  of  it,  why  not  app 
now  for  membership  in  The  New  Ot 
Club?  It  entides  you  to  many  special 
privileges,  including  a  free  buffet  breal 
Extended  check-out.  And  preferentia 
booking  and  room  rates.  To  join,  just 


he  Shangri-La  Hotel  in  Singapore  has  just  won  the  accolade  of  being  chosen  by  the  prestigious 
nagazine.  Business  Travel,  as  the  Best  Individual  Hotel  for  Business  in  the  World.  In  the  some 
isoe,  Changi,  Singapore's  airport,  v/as  chosen  as  the  best  airport  worldwide.  The  hotel's  urbane 
'General  Manager,  Randolph  Guthrie,  went  to  London  to  pick  up  his  award  from  Princess  Anne. 
iays  Guthrie,  "We  offer  guests  an  experience,  not  just  somewhere  to  rest  their  head.  Guests  can 
wim  and  play  tennis  here  -  we  have  our  own  full-time  coach.  Our  business  center  is  open  24 
lOurs  every  day  of  the  week.  We  know  all  our  guests  can  feel  comforfable  in  a  towel  gown  at  the 
ront  desk,  but  at  the  same  time,  more  heads  of  state  stay  here  than  anywhere  else.'  Smiles 
juthrie,  'We  are  running  at  100% occupancy  at  the  moment.  We're  never  overbooked,  but 
Kcosionally  we  are  underdeparted!" 


\merica,  hygienically  cutoff  from  their 
jurroundings,  hove  ended.  European 
":hefs  hove  discovered  the  challenge 
3nd  excitement  of  Asian  cuisine  and  in 
every  city  of  Asia  they  delight  in 
sxperimenting  with  local  ingredients.  It  is 
10  accident  that  the  coffee  shop  of  the 
5hangri-La  Hotel  in  Kuala  Lumpur,  for 


instance,  boasts  spicy  Malaysian-style 
prawn  soup  so  good  that  locals  prefer  it 
to  the  traditional  restaurants.  The  chef, 
incidentally,  is  Austrian. 

For  two  decades,  the  place  to  hove 
breakfast  in  Manila  has  been  at  the 
coffee  shop  of  the  Intercontinental  Hotel 
in  the  financial  district  of  Mokati.  Around 
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a  clutch  of  tables,  senators  and  cabinet 
ministers,  entrepreneurs  and  property 
developers,  entertainers  and  journalists, 
would  sip  endless  cups  of  coffee,  munch 
croissants  and  argue  endlessly  about  the 
uncertain  fate  of  their  nation.  For  years, 
this  moveable  feast  of  characters  was 
presided  over  by  the  late  Teddy 
Valencia,  doyen  of  that  peculiar  breed  of 
combative  Filipino  columnists  who  guide 
the  nation  in  its  favoured  preoccupation, 
gossip.  It  remains  a  rich  vein  of  humour, 
intrigue  and  inside  angles  on  what's 
happening  in  Malacanang  Palace.  If  the 
visitor  can  wrangle  an  invitation  to  sit 
down  and  listen  in  over  the  coffee  cups, 
he  will  gain  on  insider's  view  of  Manila 
high  life.  And  the  low  life  that  often 
accompanies  it. 


Manila  Bay.  The  Philippines  are  more  and 
more  being  called  Fiesta  Islands.  With 
festivals  and  local  culture  anniversaries  taking 
place  every  month  of  the  year,  these  islands 
offer  visitors  an  almost  bewildering  range  of 
color  and  excitement. 


►  N>w  Otani  hotel.  The  New  Otani. 
e  really  is  no  place  like  it. 

.ESERVATIONS  AND  INFORMATION 
(03)  221-2016,  Osaka  (06)  941-7021, 
:  Canada  Toll  Free  (800)  421-8795  (outside  CA,  HI,  AK) 
'.52-0197  (in  CA  only),  Honolulu  (808)  923-1555, 
'ork  (212)  308-7491,  Los  Angeles  (213)  629-1114, 
m  (01)  731-4231-3  Fax:  (01)  731-0532, 
In  House,  22210  New  Kings  Rd.,  London  SW6  4NF, 
Kong  5-292723,  Sing»pore  338-3333 
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HOTEL  NEW  OTANI 

There's  no  place  like  it. 


K   Y   o 


OSAKA 


LOS       ANGELES 


HONOLULU 


SINGAPORE 


f^ Phe  wamfth  of 

Phe  Pvpicall!mz£  as  iP  whisPles 

Po  OMrfiesPa  KfiifPhi^. 


Experience  the  rich  Hispanic,  Malay,  Moslem  heritage  of  the 
Filipinos  in  the  colorful  tradition  of  fiestas.  Join  the  revelers  as 
they  dance  to  the  rhythmic  call  of  the  drums.  Witness  the  regalia 
of  color  in  the  streets  in  every  fervent  religious  festivity.  Nothing 
is  more  exciting  than  the  feverish  salvo  of  a  Fiesta  Life  —  our  style. 

After  a  hectic  day,  retreat  to  your  world-class  hotel  where 
impeccable  service  and  amenities  await  you.  Our  tropical  breezes 
will  embrace  you  with  the  warmth  of  welcome.  A  vacation  with  us 
you  will  find,  is  a  bargain-filled  holiday  "well-spent." 


»« 
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PHILIPPINE  OJNVENTION 

&  VISITORS  CORPORATION 


I'd  like  to  know  oorr  about  ttie  Plilllpplnes: 
Tour  Packages  Fiesta  Aclivilres 

General  Inlormalion  Others 

Name 

Address      ____^ 


fH 


Mail  iKis  coupon  lo  any  ol  our  DOT/PCVC  tMd  oltlcoi  novou  you 


DEPARTMENT  OF  TOURISM.  MANILA  HEAD  OFFICE  Building,  Agnlina  Circle.  T  M    Kalaw  Si  .  Metro  Manila, 

Philippines  •  Tel    599-031  •  Telex  40183  OEPTOUR  PM  or  6S412  MOTPN,  Cable  MINTOUR  ■  Manila 

PHILIPPINE  CONVENTION  AND  VISITORS  CORPORATION.  MANILA  HEAD  OFFICE.  4lh  Root.  Suile  10-17 

Legaspi  Towers  300.  Roxas  Boulevard,  Metro  Manila,  Philippines.  P  O  Box  EA-459  •  Tel   575-031  •  Telex 

PCVC40604  PM  •  Cable  PCVC-MNL 

OOT/PCVC.  Suite  1111.  30  North  Michigan.  Chicago    Illinois  60602,  US  A    •  Tel   (312)  782-1707  •  Telex 

206420  Mintour  CGO 

DOT/PCVC.  3460  Wilshire  Blvd  Suite  1212.  Los  Angeles.  California  90010,  U  S  A  •  Tel  (213)  487-4S27  • 

Telex  0677167  OEPTOUR  LSA 

DOT,  Philippine  Center,  556  Fitth  Avenue.  New  York,  New  York  10036  •  Tel    212-575-7915  •  Telex  6801425 

DEPTflPH 

DOT,  447  Sutter  St  .  6th  Floor  San  Francisco.  California  94108,  U  S  A   •  Tel   (415)  433-6666  •  Telex  470345 

HPCO 

DOT/PCVC.  Embassy  ol  the  Philippines,  1617  Massachussetis  Ave  .  North  West.  Suile  304.  Washington  DC 

20036,  USA    •  Tel   (202)  483-1414/842-1664  •  Telex  203659  PCB  WSH 


ADVERTISEMENT  6 


Similarly  in  Hong  Kong  where  every 
3turday  morning  o  cosmopolitan  group 
[diplomats,  businessmen,  newspaper- 
en,  authors  and  spies  gather  at  a 
rivate  room  in  the  Foreign 
iorrespondents  Club.  This  is  Alcoholics 
/nonymous,  a  clutch  of  Old  China 
ands  first  gathered  by  war  hero  and 
artender  Jack  Conder  in  the  1950s  to 
iscuss  matters  of  mutual  interest.  The 
ite,  great  reporter,  Richard  Hughes, 
nee  dominated  these  gatherings  where 
ie  inner  workings  of  Hong  Kong 
olitical  and  business  life  was  discussed. 
Dday,  Hughes  and  Conder  long  gone, 
16  behind-the-scenes  gossip  goes  on. 

There  are  groups  mode  up  of  the 
ame  t/pes  of  people,  knowledgeable 
■Id  expatriates,  senior  local  civil  sen/ants 
ind  top  executives  and  entrepreneurs,  in 
-very  Asian  city.  In  Kuala  Lumpur,  it  is  in 
ie  ricket/  old  bar  of  the  Selangor  Club 
latthey  meet.  In  Bangkok,  look  for  them 
1  a  corner  of  the  Oriental.  Old  cronies  of 
ill  races,  this  is  where  the  twain  really 
hes  meet. 

For  the  traveler,  however,  perhaps 
ne  best  place  to  start  to  be  seen  is  in 
)laces  like  the  bars  and  restaurants  of 
ne  great  hotels.  In  Hong  Kong,  those 
vho  matter  have  breakfast  in  the 
i/iandarin  Grill,  not  in  the  coffee  shop 
vhich  is  where  tourists  discuss  the  day's 
hopping  agenda.  The  Peninsula  lobby 
s  where  one  takes  one's  mid-morning 
:offee  in  Manila.  Enjoying  a  cocktail  in 
Seoul,  one  catches  the  eye  of  prominent 
jxecutives  in  the  splendid  new  Ramada 
Renaissance  and  the  Hilton  in  Kuala 
.umpur  remains  a  favored  greeting 
')lace  for  emerging  entrepreneurs.  In 
Singapore,  Raffles  is  nice  for  on  historic 
jin  sling  but  its  not  where  people  talk 
Tioney;  for  that  you  goto  Brannigah's 
iar  in  the  basement  of  the  Hyatt  to  meet 
he  Yuppie  bankers  or  the  Peacock 
.ounge  in  the  Shangri-La  where  the 
Tiusic  is  country  and  western  with  an 
sastern  beat  and  the  talk  is  of  the 
jniversol  currency  of  foreign  exchange 
'Gtes.  In  Bangkok,  American  tycoons 
'end  to  gather  in  the  glamourous  lobby 


Philippine  Airlines  try  fo  ensure  that  their 
passengers  get  into  the  mood  of  things  as 
soon  OS  possible. 

of  the  Regent,  mixing  place  for  half  of 
Southeast  Asia,  or  in  the  Suan  Saranrum 
coffee  shop  of  the  Hilton.  You  can  find 
them,  also,  enjoying  Thai  seafood 
delicacies  in  Lord  Jim's  restaurant  on  the 
first  floor  of  the  OrientaL  With  China's 
economy  booming  ahead,  the  old 
trading  port  of  Canton  has  revived  from 
its  Maoist  slumber  to  once  again  emerge 
as  a  great  business  city.  During  hectic 
trade  fair  periods,  merchants  of  the 
world  unite  in  the  Ye  Olde  English  Corner 
Bar  of  the  China  Hotel.  The  Connoisseur 
restaurant  at  the  Garden  Hotel  brings  an 
astonishing  touch  of  French  elegance  to 
the  workers'  paradise  and  in  the  White 
Swan  Hotel's  lobby  bar,  perhaps  the 
best  drinking  spot  in  all  China,  travelers 
can  perch  with  a  Qingdoo  beer  and 
look  down  on  the  wealth  of  the  nation 
floating  down  the  Pearl  River  to  Hong 
Kong's  huge  container  port  80  miles 
downriver. 


The  lights  of  Hong  Kong  by  night.  Last  year  a  total  of  almost  a  million  Americans  and  Canadians 
visited  Hong  Kon^  the  bustling  city  in  the  heart  of  Asia,  famed  for  its  9,000  restaurants,  its  shops 
and  hotels. 


Open  i!our  eyes  from  a  dreamy 

slumber  arid  cast  them  on 

Hong  Kong's  harbor.  Then  sip  your  freshly 

brewed  morning  coffee.  The 

morning  paper  that  awaited  you  now  read 

it's  time  to  enter  the  bustle  just  outside 

the  quiet  elegance  of  your  room. 

But  take  heart  When  you  return  tonight 

tired  and  spent,  the  Hotel  Nikko  Hongkong 

will  wrap  its  arms  around  you  and 
make  you  feel  it's  good  to  be  home  again. 

One  of  the  world's  finest  5-star  hotels, 

where  elegance  and  hospitality  are  not  the 

exception,  they're  the  rule. 


S^ 


hotel  nikko  hongkong 

72  Mody  Road.  Tsimshatsui  Easl.  Kowloon.  Hong  Kong 
Telephone:  3-73911 II  Telex  31302  NIKHO  HX 
Cable  Address:  NIKHOTEL  Fax:  852-3-31 13122 


^  nikko  hotels  international 

For  reservations,  call  your  travel  agent, 

Japan  Air  Lines  or  Nikko  Hotels  International, 

Toll  free  in  U.S.  and  Canada 

1-800-NIKKO-US  (645-5687) 


ML-'VCKMODVIOVI   / 


World  headquarters 
for  many  of 
the  worlds 

top  businessmen. 

In  Tokyo, 
one  hotel  is  unrivaled 

at  making  top 

executives  feel  at  home. 

The  Hotel  Okura,  known 

worldwide  for  service,  cuisine 

and  accommodations,  plus 

facilities  for  conferences, 

business  forums  and 

meetings  of  the  board. 

Small  wonder  it's 

home  away  from  home 

for  executives 

the  world  over. 


In  a  cl«u  by  itscli 

Tokvi.,  Japan  TEL:  (0))582<1I11 


one 


TELEX;  .122790   FAX:  (0})582-}707 

oHhifkaiim^HottisodhiFWotid^ 

S('.'  vou!  tidvc'l  tsycm  or  our  holt)  representative 

LHW:  Tel  800  223  6800  Toll  Free. 

212  838  3110  Collect 

R.F.  Wamer.  Inc.,  New  York 

Tel  800  R  WARNER  Toll  Free,  212-7251510 

J.A.  Tetley  Co.,  Inc.,  Los  Angeles 

Tel  800421  0000  Toll  Free.  213  388  1151 


f  he  Ho\e\  Nikko  is  a  live  star  hotel  m  Kowloon  overlooking  Hong  Kong  harbor,  which  is  now  the 
busiest  seaport  in  the  world.  Nikko  Hotels  are  owned  by  Japan  Airlines,  and  the  principal 
philosophy  they  work  to  all  over  the  world  is  "to  treat  guests  as  they  would  welcome  visitors  to 
their  own  home  and  give  consideration  to  their  smallest  demands'  and  in  each  of  their  hotels  the^ 
seek  to  promote  the  best  of  Japanese  culture  and  traditions. 


The  century-long  influence  of  the 
British  in  the  For  East  has  left  a  heritage  of 
law  and  order  in  such  places  as 
Malaysia,  hlong  Kong  and  Singapore.  It 
has  also  left  that  most  English  of 
institutions,  the  Club.  It  is  within  these 
near-sacred  confines  that  much  business 
is  done  by  expatriates.  Places  like  the 
Hong  Kong  Club  are  citadels  for  the  old 
British  guard  where  over  a  three-day-old 
copy  of  The  Times  o^  London,  they  chat 
of  trade  and  commerce.  Of  more  interest 
to  the  modern  multi-national  corporate 
traveler  ond  the  questing  entrepreneur 
ore  places  like  hlong  Kong's  American 
Club  where  a  corporation  mon  rubs 
shoulders  with  eager  wheelers  and 
dealers. 

Many  clubs  in  Asia,  sporting  clubs 
like  horse  racing  institutions  in  Malaysia, 
American  clubs  in  many  cities,  the  famed 
Yacht  Club  in  Manila,  offer  temporary 
membership  to  business  travelers  and 
tourists.  If  you  wont  to  use  them,  it  is  an 


idea  to  write  asking  for  temporary 
membership  before  you  arrive. 

Those  invariable  philosophers,  taxi 
drivers,  often  reflect  the  societies  in  whicl| 
they  live.  Can  a  driver  who  proudly 
wears  white  gloves  to  steer  his  car 
through  crowded  streets  be  anything  bu 
Japanese?  The  visitor  to  Bangkok  gets  o 
introduction  in  how  to  do  business  when 
negotiating  the  fare  with  a  cab  drivel- 
never  get  into  the  taxi  until  you  both 
know  the  destination  and  the  agreed 
price  to  get  there  has  been  engraved  on 
stone.  In  Manila,  the  cabbie  will  give  a 
big  grin  and  a  shrug  and  annouce  the 
meter  is  broken.  Don't  be  fooled.  Ask  tha 
the  meter  be  turned  on  (they  all  work)  or 
get  out  and  get  another  cab.  In  Hong 
Kong,  where  taxi  drivers  can  be  either 
overwhelmingly  charming  or  insufferably 
rude,  dependent  on  their  mood,  no  cab 
ever  carries  a  map  despite  colonial 
regulations  cheerfully  ignored  by  the 
independent-minded  Cantonese. 


The  Ke)(  Lok  Si  lenipie  m  (  cnuny  v»rM>./i,  together  wnn  .i  MuiiLiiiery  complex,  houses  giuni-^uru  liuiucj 
of  the  Four  Heavenly  Kings  in  Chinese  mythology  who  guard  the  northern,  southern,  eastern  and  western 
gates  of  heaven. 


I'm  not  sure  which  fascinated  me  most ...  the  endless  beach  that 
seemed  to  stretch  forever  or  his  kite  which  seemed  to  fly  forever. 


It  didn't  matter,  really.  Here  I  was  in  this 
fascinating  land  thoroughly  enjoying  myself. 
A  land  where  unspoilt  beaches  reached  out  into  the 
distant  horizon,  and  sweet  breezes  lulled  me 
into  tranquility. 

It  was  a  land  of  charming  people  with  a  gracious      I — i-— — — ■ 
hospitality  and  gentle  manner  that  really  set  me  at  ease. 
Where  the  traditions  and  heritage  of  centuries  remained  unruffled 
by  time. 

It  was  Malaysia.  And  it  held  for  me  all  the  awe  and  wonder 
of  the  East. 


FASCINATING 


MALAYSIA 


For  information  on  places  of  inwrest  in  Malaysia,  contaci: 

Tourist  Devetopment  Corporation  of  Malaysia 

POBox  10328,  50710  Kuala  Lumpur.  Malaysia  Tel:  (03)  293-5188.  Telex:  MTDCKL  MA  30093.  Fax:  (03)  293-5884.  •  lOCoUyerQuay.  #01-03  Ocean  Building,  Singapore  01-04. 
Tel:  (02)  532-635 1/632 1   Telex:  TDCMAL  RS  29201    Fax:  (02)  535-6650.  •  South  East  Insurance  Building.  315  Silom  Road,  Bangkok  10500,  Thailand.  Tel:  (02)  234-031 3,  236-2847/7606. 
Telex:  22412TCMALBKTH.  Fax:  (02)  236-2832,  •  Ground  Roor.  Malaysia  Building,  47-50Gloucester  Road,  Hong  Kong,  Tel:  (5)  285810/1.  Telex:  82165  TDCHK  HX.  Fax:  (5)865-4610. 
•  2nd  Floor.  Nichiginmae  Kyodo  Building,  3-4Nihombashi-Hongokucho,  Chuo-ku,  Tokyo  103,  Japan.  Tel:  (03)  279-3081 .  Telex  MIN  J  27596.  Fax:  (03)  241-8188.  •  Ground  Fl.Kir, 
65  York  Sireet,  Sydney.  NSW  2000  Australia.  Tel   (02)  294441/442   Telex:  AA  24675  MTDC,  Fax:  (02)  262-2026   •  Rossmarkt  11,  6000  Frankfurt  am-Main,  Federal  Republic  of  Gennany. 
Tel:  (069)  283782/83.  Telex:  4189674  TDC  D.  •  57  Trafalgar  Square,  Undon  WC2N  5DU.  UK.  Tel:  (01 )  930-7932,  Telex.  299659  MTDCLOG,  Fax:  (01 )  930-9015.  •  Malaysia  Tourist 
InfonnationCentre,  818  West  7th  Street,  Suite  804.  Los  Angeles  CA  9001 7,  USA,  Tel:  (213)  689-9702.  Telex:  6714719  MTICUW.  Fax:(213)689-1530. 

TDC/FU/AMC  MZC'8&2*6 
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WHY  IS  OUR  SERVICE  SO  GOOD? 
BECAUSE  WE  ONLY  HAVE 
400  ROOMY  ROOMS. 


The  advantage  of  being  a  small  hotel  is  that 
It  allows  us  to  make  sure  that  our  guests  receive 
a  level  of  personal  service  that  big  hotels  can't 
match.  We  also  have  the  advantage  of  being 
located  in  the  very  center  of  Tokyo's  main 
business  area . 


^««  et/i^  6e  a.  iiatff? 


Tarrff(400Rooms) 

Single     ¥18,000 

Twin       ¥23,500    to    ¥  42.500 

Suite        ¥80.000    to    ¥200.000 


nu^ 


TOKYO 


Ml   Marunouctii.   Chiyoda-ku.  Tokyo.  Japan  Tel    (031211-5211 
Telex   0222-258OPalac8JCable   PALACEHOTEL  TOKYO 
Fax   (031211-6987 

Our  Rapraaantstivas  for  raaervations  &  information 

UTELL  INTERNATIONALU  S  A  toll  free  800-448-8355  and  other  major  cities  in  Europe 
LOEWS  REPRESENTATION  INT'L.U  S  A  only  toll  free  800-223-0888 

(^  Associate  Member  of  CK.  A  HOTELS 

WwJ  ^**mt>^r  tA  Golden  Tulip  Hotels;  Call  your  nearest  KLM  office 


SHANGRI-LA     INTERNATIONAL 


IN  SINGAPORE 

WHERE  ELSE  BUT  THE  SHANGRI-LA 

Where  else  can  such  luxury'  be  found  amidst  such 

exotic  tropical  surroundings.  Where  else  but  the  Shangri-La. 

One  of  the  world's  best  hotels. 


0  Shangri  La  holcl 


SHANGRI  LA  INTKRN  ATIONAI.:  USA  &  CANADA  (800)  457  5050 

(  IIINA  SHANK.m  I  A  HI  IIIM.  SIIANOm  I  A  HANG?HO|l  <  HINA  Wdlil  I)  H('l  I  I  Rl  IIIM.  Ililll)  19191  HONb  kOW;  ISI  ANDSHANCRI  I  A  MONO  kONd  IMII)  1990) 
MAI.AVSIA  SHANt.ll  I  A  kliAl  A  I  lIMPtlll  SHAW.tl  lA  PI  NANl,  SI\<.4rO»  SHANOIII  LA  SIN(.AP(>III    THAIUNO  SHANGIIt  lA  BANGKOK 


Everywhere  in  the  Pacific,  tourism 
and  associated  industries  spell  busines: 
Big  business.  In  some  economies,  like  Fij 
and  Singapore  it  is  the  dominant 
national  money  earner.  In  others,  like  thi 
Philippines,  it  is  the  hope  for  national 
recovery.  Even  in  great  manufacturing 
and  financial  hubs  such  as  Hong  Kong, 
the  might/  tourist  dollar  -  or  yen,  peso, 
lire  or  franc  -  is  a  significant  factor  in  the 
economy. 

And  it  is  growing  all  the  time.  This  is 
just  the  start,"  exults  Alwin  Zecho,  formei 
Chairman  of  the  Pacific  Asia  Travel 
Association,  largest  tourist  body  on 
earth.  'Travel,  relaxation,  hospitality . . . 
taken  together,  tourism  in  its  broadest 
sense  is  the  biggest  business  in  the  worl 
today." 

Early  in  the  1980s,  the  well-headline<| 
futurist  Herman  Kahn  hailed  the  era  as 
"the  decade  of  the  Pacific."  The  future 
came  much  more  swiftly  than  the  late  M| 
Kahn  can  possibly  have  foretold.  In  197' 
speaking  to  PATA  delegates  in  Seoul,  thi 
man  of  vision  said  the  Pacific  hod 
overtaken  the  Atlantic  as  America's 
prime  business  partner  and  was  poised 
to  do  the  some  in  the  realm  of  tourism 
and  travel. 

How  right  he  was.  By  the  middle  of 
the  decade,  6.8  million  Americans  were 
arriving  in  PATA  destination  countries 
Iwhich  does  not  include  Mainland 
China)  every  year.  And  the  rate  was 
growing  at  an  impressive  five  percent 
annually. 

The  prime  force  is  the  business 
traveler,  a  veritable  uncountable  horde 
of  executives  and  entrepreneurs  cease 
lessly  prowling  the  Pacific  in  search  of 
profit.  Like  ants,  they  spread,  toiling 
mightily,  spending  hugely,  spreading  the] 
wealth.  They  are  the  spearhead,  the 
advance  battalions,  of  the  American 
tourist  invasion  of  Asia. 


A  typical  Malaysian  waterfall  in  a  land  rich  in 
contrasts  from  dense  jungle  to  resorts 
•  ifvelopments  like  Penang  where  there  are  no 
less  than  four  Shangri-La  Hotels. 
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In  the  era  of  European  exploration 
and  economic  exploitation,  it  was  said, 
/ery  truly,  that  the  flag  followed  trade. 
These  days,  Americon  tourists  follow  hot 
on  the  heels  of  the  merchants.  As 
business  links  between  two  areas  grow, 
new  hotels  are  built  to  accommodate  the 
journeying  executive  and  entrepreneur. 
He  spends  time  in  a  new  country,  fresh 
culture,  then  goes  home  and  talks  about 
it.  Next  business  trip,  he  takes  his  wife. 
Then  they  go  purely  on  holiday.  They  tell 
friends,  spreading  the  word.  The  host 
country,  meanwhile,  realises  just  how 
much  fiord  currency  is  to  be  made  from 
catering  to  this  growing  trode.  So  a 
tourism  industry  is  born  in  the  wake  of  the 
traders. 


The  livery  of  Qantas,  Australia's 
international  airline,  which  serves 
every  destination  covered  in 
this  special  section. 


The  Regent  Hotel  in  Sydney.  Part  of  a  group  which  claims  to  cater  totally  for  business  travelers 
with  the  highest  average  room  rates  and  highest  occupancy  levels  in  every  center  they  operate  in. 


Americans  are  welcome  in  Asia.  By 
and  large,  the  cities  of  the  continent 
provide  environments  which  are  both 
safe  and  stable.  Osaka  may  be  the 
safest  metropolis  on  earth.  Crime  is  rare 
in  Singapore.  In  Shanghai,  the  locals 
who  approach  you  will  want  only  to 
practice  their  English.  But  take  care  in 
Manila. 

For  the  visiting  businessman  from 
North  America,  a  trip  to  Asia  con  be  a 
springboard  to  other  continents.  A 


traveler  from  Chicago  to  Tokyo  can  head 
onwards  to  Europe  or  con  catch 
Australia's  notional  airline,  Qantas,  to  go 
Down  Under  from  airports  in  Japan, 
China,  hlong  Kong,  Malaysia, 
Singapore  and  Thailand.  The  explosive 
economies  of  the  Far  East  make  the  area 
the  commercial  gateway  to  Australia 
and  a  strong,  viable  bridge  between 
Europe  and  America. 

This  report  was  written  and  produced  by 
Vincent  Taylor  and  Kevin  Sinclair. 


'...It  was  the  fanqest  birthday  party  i'd  ever  seen." 


'  'In  Hong  Kong,  each  day 
sparkles  with  excitement 
Culture  and  commerce 
are  the  mainstays  of  this 
vibrant  city  where  old  meets 
new,  East  meets  West. 

One  day  after  a  morning  of 
sightseeing  and  shopping,  we 
settled  in  for  a  sumptuous 
Chinese  meal.  Looking  out 


at  the  green  mountains  and 
distant  islands,  we  wondered 
how  we  would  have  time  to  see 
it  all. 

We  attended  a  very  special 
festival  to  celebrate  the  birthday 
of  Tin  Hau,  patron  of  fisher- 
men. We  watched  in  awe  as 
fishing  boats 
with  brilliantly 


coloured  banners  sailed 
through  the  harbour,  drums 
beating  and  dragons  dancing. 
It  was  the  fanciest  birthday 
party  I  d  ever  seen. .."  See  your 
travel  agent  or  mail  the  coupon 
for  details  of  the  most  unfor — 
get  table  holiday  you  11  ever 

FIWIWRMRV     Hong  Kong 


Tell  me  more  about  Hong  Kong. 
Name: 


Address: 


.Zip: 


Mail  to:  Hong  Kong  Tourist 
Association  PO.  Box  7120. 
Itasca.  Illinois  60143-7720. 
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Down  Under.  Its  down  home 
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Delta,   with  its  smooth,   QOOd-Old-bOy  man-  Untn   these  pUot   error  problems 

-'                                                 J  emerged,  Delta  seemed  to  be  coasting 

aoement  style,  seemed  to  coast  through  the  effortlessly  through  deregulation  and 

^-^                   1        1         .      •               '            •    1 '          1    •                   r^  the  most  turbulent  times  in  modem 

most  turbulent  times  in  airline  history.  But  airune  history.  Despite  the  highest 
Storm  clouds  lie  ahead. 


Is  Delta  too  nice 
for  its  own  good? 


By  Howard  Banks 


T 


I  HOUGH  RESULTS  of  the  federal 
investigation  are  not  yet  public, 
Forbes  has  learned  that  the 
most  likely  explanation  for  the  tragic 
crash  of  a  Delta  Air  Lines  Boeing  727 
at  Dallas-Fort  Worth  in  August,  kill- 
ing 13,  now  appears  to  be  pilot  error. 

That's  very  bad  news,  of  course,  for 
Delta  and  for  Ronald  Allen,  its  chair- 
man since  August  1987.  It  is  one  more 
in  the  series  of  bizarre  incidents  in 
1986  and  1987;  pilots  landing  at  the 
wrong  airport  in  one  case,  turning  off 
the  engines  in  flight  in  another,  and  a 
careless  near-midair  collision  over  the 
North  Atlantic. 

It  all  added  up  to  inade- 
quate pilot  training  and 
management,  or  so  con- 
cluded a  1987  report  from 
a  Federal  Aviation  Ad- 
ministration national  in- 
spection team.  The  35- 
page  report  sharply  criti- 
cized slackness  in  Delta's 
cockpit  crew  training  and 
management.  The  August 
crash  in  Dallas  adds  a 
^im  new  chapter. 

Delta  contests  some  of 
the  details  in  the  FAA 
study,  but  accepts  the 
general  conclusion  that 
too  much  was  being  left  to 
individual  pilots'  discre- 
tion. Cockpiftraining  and 
management,  the  FAA 
said,  had  failed  to  keep  up 
with  industrywide  rapid 
growth,  and  hence  airway 
congestion,  or  with 
changing  aircraft  technol- 
ogy. "There  is  no  evidence 
that  Delta's  crews  are  [on 
the  whole]  either  unpro- 
fessional or  purposefully 


negligent,"  says  the  FAA  study.  But 
too  often,  crew  members  acted  as  in- 
dividuals rather  than  as  members  of  a 
team.  "Guidance,  training  and  prac- 
tice in  crew  coordination  and  cockpit 
management"  were  minimal,  says  the 
report. 

In  response.  Delta,  with  the  FAA 
and  a  multitude  of  consultants,  has 
devised  a  new,  more  rigorous  training 
drill  and  syllabus.  It  will  be  ready  for 
general  use  early  next  year.  But  it  is 
also  unclear  whether  the  new  training 
will  be  enough  to  assuage  the  Nation- 
al Transportation  Safety  Board  when 
its  hearings,  scheduled  for  late  No- 
vember, begin  on  the  Dallas  crash. 


Delta  Chainnan  Ronald  Allen 

"Paying  well .  .  .  that's  modem  and  enlightened. 


labor  costs  in  the  business.  Delta's 
productivity  remained  high  and  its 
profits  solid.  Its  $99.9  million  net 
profit  for  the  three  months  ended 
Sept.  30  was  69%  up  on  last  year's 
$59.6  million.  This  comes  on  top  of  a 
16%  increase  in  net  (at  $306.8  mil- 
lion) for  the  year  ended  June  30.  In 
profitabilty.  Delta  ranked  fourth  in  its 
industry,  according  to  Forbes'  annual 
report  on  American  industry. 

But  stormy  weather  may  lie  ahead 
on  the  fiscal  front.  Much  of  this  year's 
earnings  gains  can  be  attributed  to 
favorable  industry  trends:  Air  traffic 
generally  is  up  (around  10%  for  Del- 
ta), fuel  prices  are  down,  and  United 
has  led  a  move  to  trim  discount  fares. 
This  is,  moreover,  always  the  indus- 
try's best  quarter.  Just  as  important, 
despite  Delta's  denials,  it  has  been 
significantly  helped  by  the  debilita- 
tion of  its  main  competitor.  Eastern, 
at  its  major  Atlanta  hub. 

Moreover,  its  balance  sheet  has 
been  shored  up  by  some  perfectly 
proper  but  little  noticed  accounting 
changes.  Delta's  hitherto  short  10- 
year  depreciation  was  extended  to  15 
years  in  1987,  adding  $69  million  to 
that  fiscal  year's  net  profit  (it  remains 
shorter  than  for  most  airlines).  And, 
like  many  other  companies,  account- 
Tii.ma- England  j^g  changcs  have  cut  the 
expense  of  Delta's  pen- 
sion plan.  An  even  bigger 
change  resulted  from  the 
1986  tax  reform:  Delta 
had  switched  from  own- 
ing its  planes  to  acquiring 
them  through  sale  and 
leaseback  deals,  though 
the  remainder  of  this  fis- 
cal year's  purchases 
(about  $560  million)  will 
revert  to  outright  buys, 
says  Thomas  Roeck,  chief 
financial  officer. 

Meanwhile,  sharp  chal- 
lenges lie  ahead  for  Delta. 
Chief  among  them  will  be 
battling  the  hard-nosed 
competition  that  seems 
increasingly  likely,  espe- 
cially at  Atlanta.  Delta  ac- 
counts for  50%  of  service 
there,  which  represents 
22%  of  its  passenger  traf- 
fic. Since  deregulation  be- 
gan ten  years  ago.  Delta 
has  not  faced  a  tough  low- 
cost  competitor  in  Atlan- 
ta. Eastern,  though  long  in 
decline,  still  accounts  for 
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IF  YOUR  CAR  BREAK 
MECHAMC  IS  THE  LEA^ 

For  an  automobile,  no  place  on  earth  is  more  dangerous  than  the  African  continent.  H' 
roads  are  its  natural  enemies  and  mechanics  are  a  rare  breed. 

Yet,  in  this  hostile  environment,  Peugeots  can  be  found  roaming  everywhere.  In  fact,  over 
past  ten  years,  Peugeot  has  sold  more  cars  in  Africa  than  any  other  carmaker.  Why?  Becaus 


Peugeot  is  built  to  survive. 


Every  Peugeots  chassis  and  body  frame  are  combined  into  a  single,  immensely  strong,  rattle-f 
cage  by  robots  thai  flawlessly  perform  spot  welding  and  eliminate  the  chance  of  human  er 
Its  body  parts  an'  pn)tected  with  one  of  the  most  advanced  anti-corrosion  treatments  in  the  indus 

And  more  brutal  than  anything  it  will  encounter  in  the  jungle  are  the  test  regimens  a  Peug 


.  1%8  Peu^fui  Motors  of  Amenta,  Inc.      *Subjeci  to  iht-  rulrs  and  regulations  ot 


OWN  HERE,  FINDING  A 
•F  YOUR  PRORLEMS. 

ibjected  to  at  the  factory.  A  sample  clutch  is  operated  1  million  times;  a  sample  production-line 
lei  is  tested  during  tens  of  thousands  of  miles  over  every  conceivable  road  surface;  and,  to 
ire  it's  also  one  of  the  most  reliable  cars  in  the  civilized  world,  U.S.  bound  1989  Peugeots 
sent  to  a  special  center  for  additional  testing.  The  restyled  1989  Peugeot  505  offers  you  a 
;ar/50,000-mile  powertrain  limited  warranty  and,  because  you  can't  be  too  well  protected, 
most  comprehensive  roadside  assistance  plan  available:  (®>* 

you  need  a  car  you  can  rely  on,  you  should  consider  driving  a  Peugeot.  Unless,  of  course, 
like  to  live  dangerously.  For  the  name  of  the  Peugeot 
er  nearest  you,  caU  1-800-447-2882. 


35%  of  the  local  market,  but  is  quite 
unable  to  start  a  fare  war.  Result: 
Fares  in  and  out  of  Atlanta  are  about 
the  highest  for  any  market  segment  in 
the  U.S. 

To  a  lesser  degree,  the  situation  is 
similar  at  Delta's  smaller  hubs  like 
Cinciimati  and  Salt  Lake  City,  where 
Delta  has  local  near-monopolies.  In- 
dustry experts  fully  expect  the  action 
to  heat  up  at  Atlanta  first.  Rumor  of 
the  month  is  that  United  might  buy 
some  of  Eastern's  gates  from  cash- 
starved  Frank  Lorenzo. 

The  airline  has  not  always  fared 
well  against  tough  competitors.  Some 
five  years  ago,  for  example,  when 
there  was  a  recession  and  a  severe  fare 
war  in  the  northeast  New  York-to- 
Florida  market.  Delta  lost  money  in 
operating  terms.  More  recently,  it  has 
been  struggling  mightily  at  Dallas  in 
head-to-head  competition  with  local- 
ly dominant  American,  and  only 
managing  to  push  its  market  share  to 
around  25%  of  passenger  traffic. 

And  there  are  other  key  areas  of  the 
business  where  Delta  has  not  done 
well.  Its  computer  reservation  sys- 
tem, DatasII,  despite  an  investment  of 
at  least  $120  million  and  a  software 
update  called  DataStar,  has,  after  six 
years  ,  just  11%  of  travel  agents  na- 
tionwide signed  up.  DatasII  took  in 
only  6.5%  of  revenues  generated  by 
all  such  reservation  systems,  whereas 
American  and  United  each  have  over 
35%  of  the  market  on  their  systems, 
which  now  dominate  this  increasing- 
ly important  element  of  the  airline 
business.  Delta  faces  either  further 
heavy  investment  in  its  own  reserva- 
tions computer  or,  more  likely,  some 
observers  think,  buying  a  stake  in  a 
rival  system. 

Another  chance  missed  was  the  rel- 
atively small  number  of  top  people 
from  Western  who  stayed  with  the 
merged  carrier  (Delta  bought  Western 
last  year) — just  4  of  16  officers,  despite 
the  offer  of  higher  pay.  These  new- 
comers could  have  injected  new  life, 
most  importantly,  into  Delta's  mar- 
keting operations,  a  traditional  weak 
spot.  Delta,  for  example  is  trying  to 
score  through  its  relationship  with 
both  Disneyland  and  Walt  Disney 
World,  and  has  taken  a  long-term 
lease  on  a  new  $200  million  24-gate 
hub  at  Orlando,  Fla.  It's  far  from  clear, 
however,  whether  associating  with 
Mickey  Mouse  will  entice  the  air- 
line's bread  and  butter,  the  full-fare 
business  traveler. 

It  would  be  silly,  however,  to  write 
Delta  off.  The  airline  still  has  plenty 
ol  strengths,  not  the  least  of  which  is 
employee  loyalty  and  morale.  Delta's 
annual  compensation  for  all  employ- 


ees in  the  first  quarter  of  1988  aver- 
aged $51,400,  according  to  consul- 
tants Airline  Economics,  against 
$47, 100  at  Eastern,  $44,400  at  United, 
$43,800  at  American  and  $29,700  at 
Continental.  In  addition,  Delta  grant- 
ed an  average  6%  pay  increase  this 
August.  Yet  even  though  it  pays  the 
highest  wages  in  the  industry,  its  per- 
worker  productivity  is  high.  Finan- 
cially, too,  the  company  is  a  power- 
house: Credits  from  sale  and  lease- 
back deals  on  planes  have  helped 
reduce  long-term  debt  to  just  $750 
million,  33%  of  equity,  against  an  in- 
dustry median  of  over  80%.  Cash  in 
hand — $823  million  at  the  end  of 
June — will,  however,  decline,  says 
Roeck,  to  cover  this  fiscal  year's 
planned  aircraft  buys  and  investment 
in  its  computer  reservation  system. 

What  lies  ahead  is  a  tough  test  for 
the  management  skills  of  Ronald  Al- 
len, handpicked  and  trained  as  his 
successor  by  previous  chairman  Da- 
vid Garrett.  How  he  responds  to  these 
problems  will  tell  a  lot.  Delta  has 


always  been  distinguished  by  a  relent- 
lessly good-old-boy  management 
style.  For  example,  Allen,  48,  still  reg- 
ularly slips  across  the  street  to  the 
Dwarf  House,  his  favorite  restaurant, 
for  an  early  country  breakfast  and 
small  talk  with  the  airline's  workers. 
"Being  nice  to  our  workers,  paying 
them  well,  that's  not  good  ol'  boy,  it's 
modem  and  enlightened,"  says  Allen. 

But  there  is  a  fine  line  between  en- 
lightenment and  permissiveness.  A 
question:  Will  Allen,  as  Delta  always 
has,  stoutly  defend  his  pilots,  right  or 
wrong?  Or  will  he  discipline  them,  in 
an  attempt  to  defuse  things  in  ad- 
vance of  the  National  Transportation 
Safety  Board's  public  inquiry?  His  in- 
clination is  to  do  things  the  old  way. 
But  this  may  no  longer  suffice  at  a 
time  when  this  onetime  regional  air- 
line is  spreading  its  wings  over  inter- 
national routes. 

Is  there  an  iron  core  hidden  in  those 
good,  ol'-style,  southern  manners?  Or 
will  it  all  turn  out  to  be  just  fried 
chicken?  All  eyes  on  Ronald  Allen.  ■ 


The  way  things  are  going,  Japan  may  soon 
be  as  much  the  leader  in  world  banking 
and  money  handling  as  it  has  become  in 
world  manufacturing. 

It's  a  fact  of  life- 
creditors 
call  the  tune 


By  Richard  L.  Stem 


THE  TABLE  ON  page  96  was  pre- 
pared for  Forbes  by  Wall  Street 
analyst  Michael  Goldstein  of 
Sanford  C.  Bemstein  &  Co.  It  shows — 
if  anyone  still  needs  proof — that  Japan 
is  fast  becoming  as  powerful  in  fi- 
nance as  it  has  already  become  in 
manufacturing.  The  table  compares 
financial  results  of  Japan's  big  four 
brokerage  firms  with  the  top  18  in 
this  country.  In  the  U.S.  Wall  Street  is 
faltering.  Margins  are  wretched  in  al- 
most every  line  of  business,  except  in 
the  riskiest  parts — mergers  and  acqui- 
sitions and  leveraged  buyouts. 

Japan's  biggest  brokers  rack  up  a 
pretax  return  on  equity  that  is  more 
than  five  times  the  Americans'.  As  it 
was  at  first  in  manufacturing,  Japa- 


nese overhead  in  financial  services  is 
stunningly  low.  Japan's  big  four,  with 
36,500  employees,  paid  out  $3  billion 
in  compensation  and  benefits,  reaped 
$21.7  billion  in  revenues  and  $10.9 
billion  in  pretax  income. 

Compare  this  with  the  U.S.  firms: 
183,190  employees,  $14.3  billion  in 
compensation  and  $47.7  billion  in 
revenues,  but  only  $2.3  billion  in  pre- 
tax income.  Five  times  more  employ- 
ees to  bring  in  about  VA  times  more 
revenues. 

One  big  reason:  Japanese  brokerage 
salesmen,  except  for  a  small  minority, 
are  on  straight  salary  and  cam  no 
commissions.  Compare  that  with  the 
average  40%  retail  commission 
payout  for  retail  salesmen  in  the  U.S. 

But  Wall  Street  is  only  one  side  of 
the  Japanese  worldwide  push  into  fi- 
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TTTING     THE     RIGHT     PEOPLE!     TO     THE 

;HT   place  -   RIGHT  AWAY,  crews  that   fly 
^    the:    U.S.    Coast   Guard    search    and    rescue   teams. 

L^TORS    AND    NURSES    WORKING    WITH     RESCUE    GROUPS:    ALL. 
JNT    ON    THE    RELIABILITY    OF    AEROSP.  " 

H     the     COOPERATION     of     INDUSTRY     EXPERTS     AND     AERO- 


TURES       THE        WORLDS        MOST       ADVANCED 
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O  MEMBER  WORK  FORCE  IN  TEXAS  FULLFILL  THE  DEMANDS 
^  EFFICIENCY  AND  CONFIDENCE  OF  THE  TEAMS  FROM  HOS- 
ALS.  POLICE  OR  CORPORATE  MANAGEMENT.  CREATING  AND 
RKING     TOGETHER     KEEPS     US     UP     THERE.     MEET     THE     TEAM. 
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nancial  services.  In  deposits,  the  Japa- 
nese have  the  ten  largest  banks  in  the 
world.  Citibank,  the  largest  in  the 
U.S.,  is  28th  globally.  The  increase  in 
the  value  of  the  yen  is  part  of  the 
explanation,  but  the  Japanese  banks' 
assets  also  are  growing  within  Japan. 

If  this  comparison  doesn't  impress 
you,  nothing  will:  Annual  asset 
growth  of  Dai-Ichi  Kangyo  Bank,  the 
world's  largest  bank,  for  example,  ex- 
ceeds the  entire  asset  base  of  "that 
bluest  of  blue-chip  banks,  J.P.  Mor- 
gan," notes  Tokyo-based  J.  Brian  Wa- 
terhouse  of  the  British  brokerage 
James  Capel  &  Co. 

Japan's  banks,  like  its  brokerages, 
are  not  only  the  largest  but  also 
among  the  lowest-cost  producers.  The 
country's  legendary  high  savings  rate 
plus  its  strict  controls  on  interest  paid 
on  deposits  has  given  the  Japanese  at 
least  a  100-basis-point  advantage  in 
spread  over  the  U.S.  and  most  other 
competitors  as  well. 

Are  Japan's  competitors  alarmed 
about  this?  Of  course  they  are.  But 
they  are  finding  there  is  little  they  can 
do.  In  July,  for  example,  an  interna- 
tional body,  the  Cooke  Committee, 
headed  by  W.P.  Cooke  of  the  Bank  of 
England,  appeared  to  be  trying  to  stop 
the  Japanese  by  tilting  the  playing 


field.  The  committee  recommended, 
among  other  things,  that  by  1993  all 
banks  should  have  a  4%  minimum 
ratio  of  shareholder  equity  to  so- 
called  risk-adjusted  assets.  Forget  the 
technicalities;  it  was  no  problem  for 
U.S.  or  most  foreign  banks,  since 
most  are  already  over  that  minimum. 
But  the  Japanese  banks  earlier  this 
year  were  in  the  3.2%-to-3.5%  range. 
It  would  take  billions  of  dollars  and 
many  years  for  the  Japanese  to  catch 
up.  While  amassing  more  capital, 
they  would  be  forced  to  slow  their 
loan  growth. 

It  won't  work.  The  Japanese  banks 
need  $37  billion  to  meet  the  new  stan- 
dard, and,  without  even  breathing 
hard,  they  raised  an  estimated  $14.7 
billion  through  equity  offerings  in 
just  the  July-September  quarter  of 
1988.  They  will  most  certainly  be  in 
compliance  by  1993. 

Now  the  Japanese  are  contemplat- 
ing deregulation  of  their  financial 
markets  similar  to  what  is  occurring 
in  the  U.S.  They  are  considering  de- 
regulating brokerage  commission 
rates,  a  move  that  set  off  a  wave  of 
brokerage  mergers  and  failures  here  in 
1975  and  after.  The  Japanese  also  are 
looking  at  lowering  the  barriers  be- 
tween  commercial   and   investment 


banking  and  deregulating  interest 
paid  on  savings.  Will  that  erode  some 
of  the  cost  advantages  the  Japanese 
have  been  enjoying?  Don't  bet  too 
heavily  on  that  happening.  Tokyo  is 
expected  to  loosen  the  reins  more 
slowly  than  we  did  in  this  country. 

To  say  all  this  is  not  Japan-bashing. 
It  is  simply  to  recognize  that  Japan  is  a 
force  to  be  reckoned  with  in  the 
world,  well  beyond  the  bounds  of 
manufacturing  excellence. 

If  you  doubt  that  Japan  intends  to 
spread  its  influence  ever  wider  in  the 
world,  listen  to  these  words  from  a 
confidential,  narrowly  circulated 
study  from  Nomura  Securities'  No- 
mura Research  Institute,  The  World 
Economy  and  Financial  Markets  in 
1995:  Japan's  Role  and  Challenges.  It 
says,  in  part,  "Just  as  the  U.S.  in  its 
best  years  gave  the  world  GATT  and 
the  IMF,  which  greatly  improved  the 
function  of  the  world  economy,  it  is 
the  task  of  Japan,  now  the  largest 
creditor  nation  in  the  world,  to  put 
together  a  new  international  frame- 
work to  meet  the  demands  for  an  even 
more  integrated  and  interdependent 
world  community  in  the  21st  centu- 
ry." Nomura  is  saying:  Japan  will  no 
longer  be  a  follower;  we  will  become  a 
leader,  maybe  the  leader.  ■ 


Jqum's  top  four  versus  America's  lai^est  brokers 

With  four  times  higher  expenses, 
duced  only  V/*  times  the  Japanese 

the  U.S.  brokers  pro-      U.S. 
revenues.  No  wonder      and 

pretax  margins 
return  on  equity 

were  V6th  those  of  the  Japanese 
was  Vsth  that  of  the  Japanese. 

Category 

Nomiua 
Worldwide 

Daiwa 
Securities 

Nikko' 
Securities 

Yamaichi 
Securities 

Total 

The  18  largest 
U.S.  brokers 

Brokerage  commissions 

$4,629 

$2,396 

$2,202 

$2,554 

$11,780 

$8,750 

Underwriting  and  distribution 

1,400 

835 

774 

940 

3,949 

4,750 

Net  gain  on  trading 

1,024 

306 

474 

5 

1,809 

5,750 

Interest  and  dividends 

1,401 

1,398 

67 

694 

3,560 

23,150 

Other 

62 

1K3 

180 

211 

636 

5,250 

Total  revenues 

8,516 

5,118 

3,697 

4,404 

21,735 

47,650 

Compensation  and  benefits 

1,088 

623 

564 

719 

2,995 

14,250 

Interest  expense 

781 

1,093 

194 

403 

2,471 

21,175 

All  other  expenses 

2,016 

1,084 

1,063 

1,113 

5,276 

9,925 

Total  expenses 

3,88,S 

2,800 

1,821 

2,236 

10,742 

45,350 

Income  before  taxes 

4,631 

2,318 

1,876 

2,168 

10,993 

2,300 

Nonoperating  income  &  other 

0 

1391 

31 

15 

8 

NA 

Taxes 

2,503 

1,264 

1,055 

1,168 

5,990 

NA 

Net  ii  rome 

2,128 

1,016 

851 

1,016 

5,010 

NA 

Pretax  matn'n' 

60% 

58% 

54% 

54% 

56% 

9% 

Average  shan  lolders'  equity 

6,950 

3,413 

V287 

3,197 

16,845 

19,000 

Pretax  return  dh  equity 

67% 

67% 

58% 

68".. 

65% 

12% 

All  figures  in  nullmns  of  dollars;  price>  have  bc«.- 
NA:  Not  availabk- 

ti  rounded     'Financial 

siatement  excludes  unconstilidated  subsidiaries 

-Revenues  include  net  iniere.st 
Source  Sanford  C  Bernstein  &  Co 
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<E  COOPERATION  OF  5  COUNTRIES  HAS 

SURED   EFFICIENCY   ON   THE  GROUND 

ND    RELIABILITY     IN    THE    AIR:    airbus    was 

SIGNED     AND     EQUIPPED     THROUGH     THE     COOPERATION     AND 

.A.  The 

GINES  AND  AVIONICS  FOR  EXAMPLE.  ARE  PARTLY  DESIGNED 
D  BUILT  IN  COOPERATION  WITH  THE  AMERICANS.  AIRBUS 
SWERS  THE   PRECISE    REQUIREMENTS   OF   AMERICAN.   PAN   AM. 

iRTHWEST.  Eastern.  Continental.  Air  Canada  and 
NADiAN  International,  who  fly  and  will  fly  their 
LORs.  The  quality  of  the  work  and  the  originality  of 
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7??^  U.S.  pays  for  over  65%  of  NATO's 
defense  bill.  Is  this  fair?  Do  we  still  need 
NATO  in  this  era  of  detente? 

Bring  the 
boys  home? 


By  Peter  Fahimaii 


CONGRESS  THIS  YEAR  paSScd  tWO 
burden-sharing  amendments 
aimed  at  forcing  the  Europeans 
to  bear  more  of  the  cost  for  their  own 
defense.  Sounds  good.  The  U.S.,  finan- 
cially strapped  as  it  has  become,  still 
foots  over  65%  of  the  North  Atlantic 
Treaty  Organization's  $440  billion  in 
annual  defense  spending.  Why 
shouldn't  the  Europeans  pay  more  to- 
ward their  own  defense? 


That's  a  foolishly  simplistic  ap- 
proach, says  Richard  Burt,  41,  now  in 
his  fourth  year  as  U.S.  ambassador  to 
West  Germany  and  one  of  the  U.S.' 
ablest  diplomats.  Of  this  sentiment 
that  says  the  Europeans  aren't  doing 
their  share,  Burt  says:  "It  is  a  smoke- 
screen for  reducing  or  withdrawing 
American  troops  from  Europe.  If  the 
U.S.,  as  the  major  power  in  the  alli- 
ance, suddenly  reduces  its  commit- 
ment, you  force  European  countries 
to  work  out  a  new  form  of  accommo- 


dation with  the  Soviet  Union." 

Aroimd  125  miles  from  the  U.S. 
Embassy  on  Bonn's  leafy  Deichmanns 
Aue  sits  a  low-slung  concrete  campus 
that  is  home  to  the  North  Atlantic 
Treaty  Organization  command. 
NATO's  Secretary  General,  Manfred 
Womer,  53,  is  also  worried  about  an 
isolationist  trend  in  the  U.S.  and 
about  that  trend's  undesirable  effect 
on  Western  Europe.  Womer,  who  was 
West  Germany's  defense  minister  un- 
til last  May,  worries  that  euphoria 
over  events  in  the  Soviet  Union  will 
lead  the  West  in  the  wrong  direction. 

Forbes  recently  interviewed  both 
Womer  and  Burt  on  the  subject  of  the 
U.S.  contribution  to  European  de- 
fense. What  they  had  to  say  is  well 
worth  pondering  in  this  postelection 
period  when  the  new  Administration 
is  pondering  policy  directions. 

Said  Womer:  "Continued  U.S.  lead- 
ership will  be  the  key  [to  responding 
to  challenges  facing  NATO]." 

Challenges?  Hasn't  perestroika  ren- 
dered NATO  unnecessary?  Isn't  cut- 
ting the  drain  on  the  U.S.  balance  of 
payments  more  important  than  main- 
taining a  deterrence  against  a  fading 
menace?  Replies  Womer:  "So  far, 
there  has  been  no  change  in  the  So- 
viets' (warmaking)  potential  and  capa- 
bility for  large-scale  offensive  action, 
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including  surprise  attack.  That  is  the 
major  cause  of  insecurity  and  instabil- 
ity in  Europe." 

Speaking  in  a  similar  vein,  Burt 
says:  "Eastern  Europe  is  traditionally 
one  of  the  most  volatile  parts  of  the 
world.  It  has  remained  a  volatile  re- 
gion under  the  Soviet  empire.  Gorba- 
chev's policies  are  likely  to  lead  to 
more  unrest.  The  challenge  for  the 
U.S.  and  NATO  in  the  next  10  to  20 
years  may  not  be  competition  Virith  a 
competent  and  rising  Soviet  Union, 
but  just  the  opposite.  We  are  seeing 
the  decline  of  the  Soviet  empire, 
which  has  expanded  past  the  breaking 
pomt.  And  a  Soviet  Union  in  decline 
could  get  desperate." 

Womer:  "We  encourage  further 
change  in  the  Soviet  Union.  We  will 
cooperate  with  Gorbachev,  but  he  has 
to  reduce  his  military  spending.  He 
should  follow  the  Chinese  example. 
Deng  Xiaoping  has  reduced  the  Chi- 
nese army  by  1  million  men.  Military 
spending  has  fallen  from  12%  of 
China's  GNP  to  5%.  Gorbachev  is 
still  spending  15%  of  Soviet  GNP  on 
the  military.  He  has  the  choice  to 
modernize  his  country  or  his  arms.  It 
is  better  to  modernize  his  country." 

Gorbachev,  of  course,  needs  the 
support  of  his  generals  at  a  time  when 
he  is  trymg  to  shake  the  Russian  bu- 
reaucracy's tree.   Serious  arms  cut- 


backs are  thus  out  of  the  question. 

Yet  despite  this  political  reality, 
Gorbachev,  says  Womer,  keeps  scor- 
ing big  public  relations  victories  in 
Western  Europe.  "We  cannot  compete 
with  the  fireworks  that  Gorbachev 
produces,"  says  Womer.  "Whenever 
he  makes  a  proposal,  he  gets  headlines 
in  the  West.  He  is  not  responsible  to 
[Poland's  President]  Jaruzelski  for 
what  he  says.  He  can  withdraw  [any  of 
these  proposals)  tomorrow." 

In  the  conventional  arms  control 
talks  that  should  begin  shortly  in  Vi- 
enna, the  Soviet  negotiators  will 
again  offer  to  cut  the  number  of  Soviet 
tanks  if  NATO  agrees  to  scrap  part  of 
its  technologically  advanced  air  fight- 
er squadrons. 

"The  Soviet  proposal  is  not  ser- 
ious," Womer  says.  "First  of  all,  we 
are  not  superior  in  aircraft.  Second,  it 
doesn't  make  sense  to  trade  tanks  for 
aircraft.  Tanks  are  weapons  which 
can  occupy  territory.  Aircraft  aren't." 

Agrees  Burt:  "The  Soviet  forces  are 
trained  and  ready  to  undertake  offen- 
sive operations.  We  want  to  see  a  fun- 
damental restructuring  of  Soviet 
forces.  Until  then,  all  talk  is  cheap." 

But  while  there  is  a  strong  case  to 
be  made  for  maintaining  a  strong 
NATO,  the  frictions  within  are  rising. 
Already  the  16  member  states  are 
bickering    over    NATO's    finances. 


Whereas  Americans  are  spending 
$550  per  capita  solely  to  defend  Eu- 
rope, Europeans  are  spending  only 
$430  per  capita.  West  Germany,  with 
Europe's  largest  economy,  will  spend 
only  $36  billion  this  year  for  defense 
(see  chart,  p.  101).  On  top  of  this  the 
Europeans  are  making  it  harder  for  the 
U.S.  to  sell  arms  to  their  market. 

Burt,  good  diplomat  that  he  is,  says 
he  can  understand  the  Germans'  re- 
luctance. "Americans  look  mainly  at 
funding,"  says  Burt.  "But  the  Federal 
Republic  of  Germany,  a  small  country 
with  a  population  of  60  million,  lives 
with  a  remarkable  amount  of  military 
activity.  There  are  several  thousand 
nuclear  weapons  on  German  soil,  as 
well  as  chemical  weapons.  This  is  a 
country  that  deployed  mobile  mis- 
siles in  the  early  1980s  under  great 
opposition.  The  U.S.,  by  contrast,  has 
had  trouble  for  the  last  15  years  de- 
ploying an  MX  missile  system  in  Ne- 
vada and  Utah. 

"I'm  not  saying  that  the  Germans 
shouldn't  do  more,"  Burt  adds.  One 
area  where  he  thinks  they  can  do  bet- 
ter is  in  buying  arms  from  the  U.S.  At 
the  moment,  Europe  is  busily  creat- 
ing, through  state-brokered  mar- 
riages, defense  manufacturing  corpo- 
rations as  big  as  those  in  the  U.S. — for 
example,  Daimler-Benz'  takeover  of 
German   aviation   giant   MBB.   Burt 


Learning  your  business  backwards  and  forwards 
helps  us  write  your  insurance  a  little  differently. 
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The  burden  on  burden  sharers 


The  North  Atlantic  Treaty  Organization  faces  chal-  ble  load.  Reformers  should  tread  cautiously.  The  great- 

lenges  from  within  and  without.  The  U.S.,  outspending  est  danger  facing  NATO  remains  the  overwhelming 

its  NATO  allies  by  a  wide  margin,  has  made  some  superiority  of  the  Warsaw  Pact's  conventional  arms 

progress  in  getting  the  Europeans  to  bear  a  more  equita-  deployment  in  Europe. 


Conventional  forces'  equipment  deployment  in  Europe  (thousands) 


Main 
battle  tanks 


Artillery/ 
mortars 


Combat 
aircraft 


Attack 
helicopters 


nNATO 
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American  Creativity.  Swiss  Dependability. 
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The  right  card . . .  Our  debit-card  network,  already 
the  largest  in  the  oil  industry,  is  expanding  dramatically.  The 
latest  addition  is  the  MAC-card  system  headquartered  in  Philadel- 
phia; its  11.5  million  cardholders  can  now  take  advantage  of  our 
cash  discount  program  when  using  their  automated-teller- 
machine  cards  to  buy  gasoline  at  participating  Mobil  stations.  And 
by  year-end  several  million  new  cardholders  from  the  California- 
based  Interlink  system  will  also  have  access  to  the  Mobil  network. 

Plastic  power. . .  also  gives  Mobil  an  edge  overseas, 
where  our  sophisticated  electronic  network  lets  commercial 
customers  buy  gasoline  without  converting  currencies  when 
they're  in  another  country.  Our  Malaysian  and  Singapore  affili- 
ates, for  example,  pioneered  in  the  introduction  of  fleet  cards  in 
their  newly  automated  service  stations.  And  our  network  of 
unmanned,  24-hour  diesel  outlets  at  strategic  truck  stops  in 
Europe  offers  fleet  owners  not  only  electronic  billing  but  also  an 
effective  fuel-management  system  through  the  collection  of  con- 
sumption and  mileage  data.  Similar  services  will  be  provided  at 
Mobil  stations  in  the  U.S.  with  a  new  fleet  card  that  we're  now 
beginning  to  phase  in. 

Electronic  advances ...  are  boosting  the  produc- 
tivity of  Mobil  marketers,  too.  We're  leading  the  oil  industry 
with  a  fully  automated  front-line  U.S.  sales  force.  Lap-top 
computers  now  provide  more  than  1,000  Mobil  marketers 
around  the  country  with  critical  up-to-the-minute  sales  data,  let- 
ting them  do  their  jobs  more  effectively.  The  new  system,  which 
is  being  introduced  in  some  countries  overseas,  sharply  cuts 
administrative  work,  making  more  time  to  sell. 

Super  oil...  a  new  high-grade  lubricant  for  to- 
day's hot-burning  car  engines  is  being  introduced  overseas. 
Mobil  Super  AhP'"  turbo-driven  oil  is  a  state-of-the-art  mineral 
motor  oil  giving  superior  protection  against  friction  and  wear 
even  under  temperature  extremes— and  meeting  the  most 
stringent  industry  standards.  Currently  sold  in  Singapore, 
Malaysia  and  Germany,  it  will  be  available  in  some  20  countries 
by  year-end. 


It's  a  fact:  The  Mobll  electronic  debit  system,  which 

encompasses  more  than  4,200  service  stations  in  24  states, 

currently  serves  45  million  cardholders. 
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Ambassador  Ridxird  Burt 

The  Germans  couU  do  more. 

worries  that  the  Europeans  will  band 
together  to  jointly  produce  weapons, 
including  advanced  jet  fighters  and 
sophisticated  antitank  missiles,  that 
were  once  supplied  by  the  U.S.  This 
will  hurt  the  U.S.  balance  of  pay- 
ments— aircraft  and  defense  hardware 
are  two  of  the  few  products  in  which 
we  still  lead  the  world. 

Yet  the  trend  is  clear:  Western  Eu- 
rope is  moving  toward  more  self-reli- 
ance in  arms  manufacturing.  Late  last 
year  the  German  and  French  govern- 
ments signed  an  agreement  to  build 
jointly  a  combat  helicopter.  The  deal 
is  potentially  worth  $9  billion. 

"This  helicopter  project  does  not 
make  sense  from  a  military  or  an  eco- 
nomic pomt  of  view,"  Burt  bristles. 
"The  helicopter  won't  be  available 
until  the  end  of  the  1990s.  An  equally 
capable  system,  the  American 
Hughes  AH-64  Apache,  is  available 
now.  If  that  is  an  example  of  what  is 
to  come  with  the  European  pillar  of 
the  alliance,  there  will  be  trouble." 

Womcr  disagrees.  As  defense  min- 
ister he  was  a  prime  mover  behind  the 
production  of  a  pan-European  fighter 
aircraft.  "Europe  has  to  maintain  its 
own  industrial  base,"  he  says.  "Weap- 
ons systems  and  their  production  and 
development  play  an  important  part.  I 
am  pro-American  and  have  bought  a 
lot  in  the  U.S.,  but  I  will  never  accept 
a  situation  where  [Europe]  will  pro- 
duce only  under  [U.S.]  license  or  buy 
only  [U.S.]  products.  Europe  must  re- 
main a  rival  of  the  U.S." 

So,  look  for  the  frictions  to  mount 
and  look  for  more  noise  from  U.S. 
nco-isolationists,  their  case  strength- 
ened by  European  reluctance  either  to 
spend  more  or  buy  more  from  the  U.S. 
Burt  concludes  by  appealing  for  re- 
straint on  both  sides.  "The  best-spent 
money  by  the  U.S.  since  World  War  II 
IS  the  money  spent  maintaining 
American  troops  in  Europe.  It  has 
been  the  key  to  deterring  another 
world  war."  Does  Congress  under- 
stand this?  Do  the  voters?  ■ 
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Regional  banking  leadership  in  the  mid-Atlantic  states. 

MNC  FINANCIAL  is  a  diversified  full-service  regional  institution 
which  delivers  a  broad  range  of  commercial  and  consumer 
banking  services  in  Maryland,  the  District  of  Columbia, 
Delaware,  Pennsylvania  and  Virginia.  With  nearly  $18  billion  in  assets, 
MNC  ranks  as  the  37th  largest  U.S.  bank  holding  company 

•  MNC's  net  income  for  1987  rose  21%  to  a  record 
$149  million,  the  third  consecutive  year  of  earnings 
gains  exceeding  20%.  ROE  was  16.56%  and  ROA  was 
1.00%.  The  company  increased  its  dividend,  improved 
its  asset  quality,  reduced  its  Latin  American  loan 
exposure  and  substantially  raised  its  LDC  reserves. 

•  MNC's  outlook  for  1988  Is  excellent  as  a  result  of 
continued  strong  trends  in  loan  growth,  higher  non- 
interest  income,  effective  cost  controls  and  the  continuing 
vitality  of  the  Washington/Baltimore  market,  which  is 
growing  at  Vk  times  the  national  rate.  At  September  30th, 
MNC's  earnings  were  up  26%  over  the  previous  year, 
with  ROE  of  17.59%  and  ROA  of  1.04%. 

•  MNC  is  the  number  one  marketer  of  credit  cards  to 

high-quality  affinity  groups.  Other  high-quality  specialty  loan 
products  marketed  nationally  include  asset-based  financing, 
marine  lending  and  auto/equipment  leasing. 

•  MNC  is  ahead  of  schedule  in  recovering  all  dilution 
within  two  years  after  its  1987  merger  with  American 
Security  Corporation. 

•  MNC  is  building  long-term  value.  Total  compounded 
annual  return  to  investors  for  the  past  5  years  is  28%, 
including  an  18%  growth  in  dividend  payments. 

For  a  copy  of  our  current  reports,  write  or  call  David  L.  Spilman, 

Vice  President  and  Treasurer,  MNC  Financial,  Inc., 

PO  Box  987,  Baltimore,  MD  21203  (800/521-3984).  OTC, NMS:MNCF 
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What  should  every 

company  demand  from 

a  computer  system? 


Presenting  the  IBM  Application  System /40Q. 

When  your  business  is  small,  you  can  buy  an  IBM '  Application  System/4()(C  and  it  will  be 
just  the  rio;ht  size.  Later  on.  you'll  still  be  smilin«j. 

rhat  s  because  as  your  compan\  <;ro\vs.  your  Application  System/400  can  orrow  right  along 
with  you.  And  the  inyestments  you  made  at  first— in  software,  training,  and  peripherals— will  still 
beworkinjitor  you. 

rhats  what  lh(^  IBM  Application  System/400  is  all  about.  It  comes  from  IBM's  leadership 
with  oy(T  a  (piarter  million  mid-size  computer  systems  in  place,  and  it  does  what  growing 
companies  haye  told  us  the\  waFit.  It  lets  you  grow  into  what  you  need,  without  outgrowing  what 
youVc  paid  for. 

Today;  Solutions  for  your  business,  from  the  leader  in  business  solutions. 
Never  before  has  a  mid-size  computer  system  been  introduced  w  ith  so  much  proven  software 


e  1988  IBM  Corporation  IBM  is  a  registered  trademark  and  Application  SystemAlOOand  AS/400are  trademarks  of  IBM  Corp 


Growth. 


ready  to  go.  Thousands  of  programs  that  run  on  IBM's  System /36  and  /38  can  run  on  the  IBM 
Application  System /400. 

Even  better,  any  program  you  start  with,  you  can  stay  with.  No  matter  how  big  your 
Application  System/400  gets,  your  software  will  always  work. 

Tomorrow;  Protection  for  your  investment  as  your  business  grows. 
Most  models  of  the  IBM  Application  System /400  come  rack-mounted  like  a  stereo  system. 
Components  slide  in  and  out,  so  you  can  upgrade  right  on  the  spot.  You're  not  locked  into  any 
particular  setup.  Your  system's  only  as  big  as  you  need,  and  making  it  bigger  is  easy. 

What's  more,  the  Application  System /400  comes  with  a  state-of-the-art  education  system, 
plus  customer  support  that's  unmatched  in  the  industry 

For  a  free  brochure,  or  to  arrange  for  a  detailed  discussion  about  the  Application  System /400, 
calll-800-IBM-2468,  ext.  82.  ==.=  = 
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Banks  rushed  into  the  bond  trustee  btdsi- 
ness  because  it  seemed  an  easy  way  to  earn 
fees.  Reminds  us  of  a  song. 


Fools  rush  in 


By  Matthew  Schifrin 


IF  you're  like  the  average  Forbes 
reader,  chances  are  that  your  port- 
foHo  is  stuffed  with  nearly 
$250,000  in  corporate  and  municipal 
bonds.  Here's  hoping  that  the  bank 
acting  as  trustee  for  those  bonds 
knows  more  than  just  how  to  mail  out 
checks  to  cover  interest  and  principal. 
Those  arc  the  routine  duties  for  ad- 
ministrative trustees  and,  unfortu- 
nately, about  as  much  as  most  banks 
seem  able  to  handle.  If  that's  the  case, 
and  if  your  bonds  get  into  trouble  and 
their  trustee  bank  is  caught  dozing, 
you  could  lose  big. 

Some  1,900  banks  across  the  U.S. 
administer  374,000  different  bond  is- 
sues worth  almost  $2  trillion.  But  as 
the  number  of  debt  issues,  both  corpo- 
rate and  municipal,  have  multiplied 
and  grown  in  complexity  in  recent 
years,  small  and  regional  banks  that 
saw  the  trustee  business  as  a  quick, 
painless  way  to  make  a  few  bucks  in 
fees  arc  now  awash  in  costs  and  paper- 
work from  rising  bankruptcies,  corpo- 
rate restructurings  and  bond  calls. 

Take  $3  billion  (assets)  First  Ameri- 
can National  Bank  in  Nashville, 
Term.  Its  aggressive  push  into  the  mu- 
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Brian  A(har 

nicipal  trustee  business  wound  up 
getting  the  bank  mixed  up  with  an 
array  of  unsavory  municipal  bond  un- 
derwriters, including  Jackson,  Miss.- 
based  Buchanan  &.  Co.  (Forbes,  Jan 
25].  Of  the  580  issues  First  American 
is  administering,  13  have  gone  into 
default,  and  one  is  the  subject  of  a 
lawsuit  in  which  the  bank  has  been 
named  a  defendant. 

Similarly,  Bamett  Bank  of  Jackson- 
ville, Fla.  (assets,  $23  billion)  has  been 
dealing  with  16  defaults  of  its  own. 
Southside  National  Bank  of  St.  Louis, 
Mo.  and  its  hometown  rival,  Centerre 
Trust,  each  have  had  around  9  de- 
faults as  well.  Newark,  N.J.'s  First 
Fidelity  Bank  has  had  6  so  far. 

Such  trustees  have  had  little  experi- 
ence in  administering  troubled  bond 
accounts,  and  that  can  spell  big  trou- 
ble for  bondholders.  Thus,  as  trustee 
for  two  $2.5  million  Ohio  nursing 
home  issues,  BancOhio  National 
Bank  in  1986  doled  out  the  entire 
bond  proceeds  to  developers  well  be- 
fore the  projects  were  completed.  To- 
day the  projects  still  sit  unfinished, 
and  the  bonds  trade  for  about  20  cents 
on  the  dollar.  Bondholders  of  $103 
million  worth  of  Moran  Energy  de- 
bentures have  been  denied  $20  mil- 


lion in  back  interest  for  two  years,  but 
the  trustee,  First  Interstate  Bank  of 
Texas,  refuses  to  accelerate  the  bonds. 
"There  has  been  no  bondholders 
meeting  and  I  can  barely  get  the  trust- 
ee on  the  phone,"  says  James  Bermett, 
of  brokerage  firm  R.D.  Smith  &  Co. 

Except  for  some  vague  language  in 
the  Trust  Indenture  Act  of  1934,  there 
are  no  rules  governing  a  trustee's  re- 
sponsibilities when  a  bond  issue  runs 
into  difficulty.  About  all  the  act  does 
is  to  require  that  trustees  act  "pru- 
dently" in  monitoring  the  borrower's 
adherence  to  the  terms  of  the  inden- 
ture. With  municipal  bonds,  the  trus- 
tee's role  is  even  less  defined  because 
the  bonds  are  not  registered  with  the 
SEC  and  therefore  don't  come  under 
the  Trust  Indenture  Act. 

How  should  a  trustee  announce  a 
bond  redemption  prior  to  maturity? 
There  are  simply  no  rules  on  the  mat- 
ter anywhere.  Often  mimicipal  bond 
call  advertisements  are  placed  once  in 
specialized  papers  such  as  the  Bond 
Buyer,  and  go  unnoticed  by  individ- 
uals. Bondholders  don't  find  out  about 
them  until  six  months  later  when 
they  present  their  interest  coupon  and 
get  their  principal  back  instead. 

"Many  trustees  really  don't  know 
what  they  are  doing,"  says  Smith  Bar- 
ney municipal  bond  analyst  Bamett 
Sherman.  "I  asked  one  trustee  for  pre- 
payment rates  on  some  mortgage- 
backed  bonds  and  he  sent  me  a  de- 
tailed profile  of  the  homeowners 
whose  mortgages  were  in  the  pool." 

Some  savvy  banks  have  developed  a 
business  in  straightening  out  their  ri- 
vals' administrative  messes.  One  spe- 
cialist, New  York-based  IBJ  Schroder, 
has  represented  investors  in  a  number 
of  bankruptcies  including  Itel,  Bald- 
win United,  Wickes,  and  currently 
LTV,  Sharon  Steel,  Wedtech  and  Pub- 
lic Service  of  New  Hampshire. 

For  about  $150  an  hour  guaranteed 
by  the  original  trustee  bank,  Schroder 
will  step  in,  hire  lawyers  and  work 
out  the  bankruptcy.  In  the  $1  billion 
Itel  bankruptcy,  Schroder  retrieved  75 
cents  on  the  dollar  for  bondholders,  90 
cents  for  the  bondholders  in  the 
Wickes  default.  "Other  banks  answer 
to  two  masters — the  bond's  issuers 
and  the  bond's  investors,"  says 
George  Sievers,  head  of  Schroder's 
corporate  trust  department.  "We 
serve  only  the  bondholders." 

Moral?  Anyone  investing  in  bonds 
these  days  should  check,  in  addition 
to  the  usual  things — call  provisions, 
redemption  rights,  the  financial 
soundness  of  the  issuer — and  some- 
thing he's  probably  never  even 
thought  of  before:  the  experience  and 
savvy  of  the  administrative  trustee.  ■ 
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OYOTA  CRESSIDA 


THE  1989  CRESSIDA. 
THE  PRIDE  OF  TOYOTA. 

The  king  of  luxury  performance  sedans  is  all-new  for  1989. 

Cressida  has  uncaged  a  6-cylinder,  24-valve  engine  that  delivers  190 

lionhearted  horsepower  Complementing  this  power  is  Cressida's 

graceful  new  styling  and  an  ergonomically  designed  interior  of 

majestic  luxury.  There  is  also  the  reassurance  of  knowing  that 

Toyota  Quality  has  made  Cressida  the  most  trouble-free  new  car 

sold  in  America  for  the  past  two  years* 

The  1989  Cressida.  The  pride  of  Toyota  is  the  new  master  of 
the  asphalt  jungle. 

A  36-month /36,000-mile  basic  new  vehicle  limited  warranty 
with  no  deductible  and  no  transfer  fee  applies  to  all  components 
other  than  normal  wear  and  maintenance  items. 

Call  l-800-GO-TOYOTA  for  more  information  and  the  loca- 
tion of  your  nearest  dealer  Get  More  From  Life. .  .Buckle  Up! 

TOYOTA  QUALITY 

WHO  COULD  ASK  FOR  ANYTHING  MORE! 
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Wilbur  and  Orville  taught  us  how  to  f 


In  1903,  Wilbur  and  Orville 
mastered  the  basics  of  aeronautics. 

And  man  took  flight. 

Eighty  years  later,  we  set  out  to 
design  a  totally  new  kind  ofpiane. 

A  plane  that  could  carry  up 
to  8  passengers  at  near  jet  speeds. 
In  comfort  and  quiet.  With  far 


greater  fuel  economy 

\bu  can  see  the  result.  The  new 
Starship  from  Beech  Aircraft,  a 
Raytheon  company 

Take  a  close  look. 

For  all  its  technological 
advancements,  many  of  the 
fundamentals  of  Starship  are  the 
same  as  the  plane  built  by  Wilbur 
and  Orville. 

Which  isn't  surprising,  coming 
from  Raytheon,  a  company  that 


\ 


tr&&>m' 


fe  haven't  forgotten  their  lesson. 


believes  in  fundamentals. 
Raytheon  Company, 
141  Spring  Street,  Lexington, 
MA  02173. 


RaytheiMi 

Where  quality  starts  with  fundamentals 


The  Funds 


Value  investor  Richard  Fontaine  likes  to 
buy  what  Wall  Street  hates.  He  hasn  Y  done 
a  lot  of  buying  recently. 

Making  book  on 
book  value 


By  Jooathan  Clements 


I  WANT  A  CRESCENDO  of  hatred," 
says  Richard  Fontaine,  the  37- 
year-old  portfoho  manager  of  the 
$100  milhon  T.  Rowe  Price  Capital 
Appreciation  Fund.  "I  want  analysts 


jumping  all  over  the  stock,  then  you'll 
get  people  trying  to  short  it,  you'll  get 
long-term  holders  dumping  the  thing. 
That  gives  me  an  opportunity." 

An  opportunity  he  doesn't  see 
much  these  days.  Fontaine  can't  find 
stocks  the  analysts  are  trashing  that 


he  is  willing  to  buy.  Instead,  he  remi- 
nisces about  14  years  ago,  when  he 
was  starting  out  as  an  amateur  inves- 
tor. That  was  1974.  The  market  had 
just  collapsed  45%;  the  crash,  spread 
over  many  months,  wasn't  as  fast  as 
last  October's,  but  it  was  more  severe. 
"I  was  looking  at  stocks  like  Xerox 
and  Polaroid  and  saying,  'God,  it's  got 
to  be  cheap,'  "  recalls  Fontaine,  who 
was  then  working  as  an  IBM  main- 
frame salesman. 

Using  the  Merrill  Lynch  Blueprint 
Program,  which  allows  investors  to 
buy  stock  in  amounts  as  small  as 
$100,  Fontaine  bought  one  or  two 
shares  in  180  different  companies  and 
then  used  those  shares  to  get  himself 
enrolled  in  each  company's  dividend 
reinvestment  plan.  Thereafter,  he 
would  take  $300  or  so  out  of  his 
monthly  paycheck  and  invest  it, 
without  paying  commissions,  in  the 
company  he  deemed  to  be  the  best 
bargain. 

Considering  that  he  picked  an  ideal 
time  to  start  buying,  Fontaine  didn't 
make  much  money  at  that  time. 
Why?  "I  did  all  kinds  of  weird  things," 
says  Fontaine.  "I  looked  at  P/Es,  divi- 
dend yields.  .  .  .  None  of  them  were 

Kjfcn  Ka>mjuski 


Imul  mana^ir  Ridxird  Fontaine  at  t/w  Ronse-ouiwii  Baltimore  I larborplace 
"I  did  aU  tcinda  of  tpeird  thingm." 
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Merrill  Lynch 


Unlock  the 
unlimited  potential 
of  our  limited 
partnersfiipa 

45,000  investors  just  did— in  the  largest  partnership  ever. 

And  new  opportunities  are  always  waiting  for  you  at  Merrill  Lynch. 

Request  more  information  now. 


Increasingly  prudent  investors  see  the  new  advantages 
of  partnership  investing— direct  ownership  of  prime 
real  estate  properties  and  world-class  hotels,  diverse 
operating  businesses,  friendly  LBO's,  cutting-edge 
venture  capital  and  R&D  projects,  and  special  situa- 
tions. You  can  participate,  too,  for  as  little  as  $5000 
(or,  where  applicable,  $2000  in  an  IRA).  You'll  be  part- 
ners with  business  leaders  who  have  proven  records 
of  performance— in  partnerships  sold  by  Merrill  Lynch, 
unrivaled  in  the  field  of  direct  investment.  We  have 
raised  more  capital  for  public  partnerships  than  any 
other  investment  firm  in  history. 

Find  out  more  about  these  innovative,  tax-efficient 
investments.  Request  your  free  copy  of  "Building 
Wealth  through  Direct  Investments."  An  informative 
guide  to  the  ten  benefits  of  partnerships,  this  booklet 
gives  you  examples  of  the  quality  and  diversity  of 
offerings  presented  by  Merrill  Lynch,  plus  the  key 
questions  you  need  to  ask  cind  the  factors  you  need  to 
consider  when  evaluatir^  any  partnership  opportunity. 


This  advertisement  is  not  a  Prospectus  and  does  not  consti- 
tute an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  se- 
curity. The  offering  of  units  in  any  limited  partnership  can  only 
be  made  by  a  Prospectus  relating  to  such  a  limited  partnership. 

©1988  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC 


Call  us  toll  free:  Monday  through  Friday,  8:30  AM  to 
12  midnight  ET.  Or  clip  here. 


1-800-637-7455,  ext.  6372 


r 
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Mail  to: 

Merrill,  Lynch,  Pierce,  Fenner  &  Smith  Inc. 

Response  Center,  RO.  Box  30200 

New  Brunswick,  NJ  08989-0200 
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n  I  want  to  know  the  ten  benefits  of  partnership  invest- 
ing with  Merrill  Lynch.  Please  send  me  my  free  copy 
of  "Building  Wealth  Through  Direct  Investments." 


Name. 


Address - 
City 


Sute. 


.  Zip. 


Business  phone 

Merrill  Lynch  clients,  please  give  name  and  office  address  of 
your  Financial  Consultant: 


I 

A  tradition  of  trust. 


6372 
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Rich  list 

Richaid  Fontaine  is  so  worried  by  the  market's 
that  he's  selling  half  his  stocks.  Here,  six  he  pla 

lofty  price/book  ratio 
ns  on  keeping. 

Company 

Price 

1988 
Price/est 
earnings 

ratio 

1982-87  pric 

ratio 

high 

:e/book 

Current 

price/book 
ratio 

low 

Alex.  Brown 

im 

15 

5.4 

1.0 

1.0 

Charming  Shoppes 

15'/2 

20 

12,0 

2.1 

4.0 

Limited 

26 

21 

15.3 

2.7 

6.4 

Nordstrom 

29V4 

20 

7.3 

1.5 

4.5 

Rouse 

23 '/2 

27 

1.2* 

0.5* 

0.9* 

Salomon 

25% 

9 

3.2 

0.7 

1,2 

'Based  on  shareholders' 

eqult\'  at  curreni  value 

The  Funds 


real  good." 

Fontaine  was  determined  to  find  a 
better  way.  In  1979  he  threw  over  his 
job  and  enrolled  at  Harvard  Business 
School,  hoping  to  get  more  formal 
trainmg  as  a  stock  picker.  At  Harvard 
he  developed  his  own  system  for  pick- 
ing bargain  stocks.  He  latched  on  to  a 
variation  of  value  investing. 

Unlike  many  value  investors,  Fon- 
taine doesn't  look  to  buy  stocks  at  a 
fixed  discount  to  book  value,  nor  does 
he  revalue  a  company's  assets  and  li- 
abilities to  find  his  own  number  for 
the  company's  worth.  Instead,  Fon- 
taine takes  the  accountant's  book  val- 
ue at  face  value.  Then  he  compares 
the  current  price/book  ratio  with  the 
historic  price/book  for  that  particular 
stock.  Fontaine,  for  instance,  recently 
loaded  up  on  IBM  when  the  stock 
dropped  to  a  price/book  ratio  of  1.7,  as 
against  its  five-year  average  of  3  times 
book  value. 

Book  value  includes  items  like  real 
estate  and  factory  equipment  but 
tends  to  ignore  intangibles  like  good- 
will and  patents  (except  when  they 
arc  acquired  in  a  takeover).  But  such 
assets  may  account  for  a  large  fraction 
of  corporate  worth.  Brand  names  like 
Miracle  Whip,  Velveeta  and  Parkay 
are  a  big  reason  Philip  Morris  is  pay- 
ing $13  billion  for  Kraft.  When  book 
value  Ignores  intangibles,  how  useful 
is  It? 

Fontaine  concedes  the  problem  but 
argues  that,  imlike  some  value  inves- 
tors, he  wouldn't  miss  a  stock  with 
valuable  intangibles  because  he  buys 
when  a  company's  stock  price  is  rela- 
tively— and  not  absolutely — low  in 
relation  to  its  book  value.  The  value 
of  the  intangibles  is  simply  reflected 
in  the  premium  or  discount  to  book 


that  the  stock  tends  to  trade  at.  When 
the  premium  is  unusually  low — or 
the  discount  unusually  high — it  is 
time  to  buy. 

Fontaine  is  part  market  timer,  part 
stock  picker.  He  uses  an  individual 
company's  price/book  ratio  to  decide 
when  to  buy  that  company.  But  he 
first  decides  whether  he  should  be  in 
the  market  at  all,  and  for  that  he  looks 
at  the  market's  price/book  ratio.  Fon- 
taine reckons  that  60%  of  the  typical 
portfolio's  total  return  comes  from 
being  in  stocks  at  the  right  time  and 
another  35%  from  being  in  the  right 
sector.  "The  remaining  5%  is  ex- 
plained by  stock  picking,  which  most 
people  in  my  profcsbion  spend  almost 
all  their  time  doing,"  he  says.  "That 
makes  no  sense  at  all.  So  I  start  at  the 
other  end:  When  should  I  be  in 
stocks?  That  gives  me  the  bulk  of  my 
return.  Second,  which  sectors  do  I 
want  to  be  in?  The  remaining  5%  I 
handle  by  saying  I  only  want  the  best 
companies  in  the  sector." 

Last  year,  as  the  S&.P  400's  price/ 
book  touched  2.8,  up  from  the  1982 
low  of  1.1,  Fontaine  sold  stocks,  so 
that  he  was  only  23%  invested  going 
into  the  October  crash.  In  November 
1987  he  went  back  into  the  market, 
loading  up  on  brokerage  and  retailing 
stocks  (such  as  Salomon  and  Limited), 
which  the  analysts  were  criticizing  in 
unison. 

Now,  with  the  market  at  2.2  times 
book,  a  historic  high  bettered  only  by 
1929,  1968  and  1987,  Fontaine  is  once 
again  raising  cash,  and  plans  to  be  less 
than  50%  invested  within  six 
months.  He  expects  a  drop  from  Au- 
gust 1987's  peak  about  as  large  as  the 
1973-74  crash's  45% .  That  means  he's 
looking  for  the  Dow  Jones  industrial 
average  to  hit  bottom  at  around 
1500 — 1.5  times  book  value. 

Even  as  he  raises  cash,  there  are  a 
few  stocks  Fontaine  plans  to  hang  on 


to.  One  such  is  Alex.  Brown,  the  Balti- 
more-based brokerage  house  that  spe- 
cializes in  underwriting  new  issues. 
"You  couldn't  think  of  a  worse  busi- 
ness to  be  in,"  gloats  Fontaine,  who 
saw  value  where  the  analysts  saw 
only  trouble.  "It's  an  excellent  way  to 
play  the  over-the-counter  market.  It's 
not  only  an  over-the-counter  stock  it- 
self but  its  primary  business  is  fo- 
cused that  way."  Alex.  Brown  is  now 
trading  at  book  value,  dowm  from  last 
year's  high  of  3.4  times  book. 

Another  long-term  investment  is 
Rouse  Co.,  an  owner  and  manager  of 
shopping  centers.  Rouse  owns  proper- 
ties like  Boston's  Faneuil  Hall,  New 
York  City's  South  Street  Seaport  and 
Baltimore's  Harborplace,  situated 
right  next  to  T.  Rowe  Price's  offices.  It 
recently  traded  at  ISVi,  $4  below  what 
shareholders'  equity  would  be  if  it 
were  calculated  using  year-end  1987 
real  estate  appraisals  rather  than  his- 
toric costs. 

Fontaine  also  plans  to  keep  his 
stake  in  Charming  Shoppes,  which 
operates  almost  900  women's  cloth- 
ing stores  under  the  names  Fashion 
Bug  and  Fashion  Bug  Plus.  "It  got 
creamed  in  the  crash,"  Fontaine  re- 
calls fondly.  Charming  Shoppes, 
which  last  year  traded  at  12  times 
book,  is  now  languishing  at  just  over  3 
times  its  projected  1988  year-end 
book  value. 

When  the  crash  comes,  Fontaine 
plans  to  put  his  fund's  cash  to  work  in 
stocks  like  Prime  Motor  Inns,  Wal- 
Mart  Stores,  Waste  Management  and 
FlightSafety  International,  all  of 
which  have  book  values  that  have 
grown  at  more  than  20%  a  year  for  the 
past  ten  years.  While  he  patiently 
waits  for  these  stocks  to  fall  into  his 
buying  range,  Fontaine  busies  himself 
at  T.  Rowe  Price's  trading  desk,  pick- 
ing up  nickels  and  dimes  on  short- 
term  trades. 

Those  gains,  plus  Fontaine's  high 
cash  position  going  into  the  crash, 
have  helped  the  fund  chalk  up  an  an- 
nualized total  return  of  14.2%  since 
Its  June  1986  launch,  versus  7.2%  for 
the  S&.P  500.  Fontaine  has  also  man- 
aged some  of  T.  Rowe  Price's  private 
accounts  since  joining  the  firm  in 
1981,  and  says  he  has  averaged  an 
18.7%-a-year  return  over  the  five 
years  ended  Sept.  30,  four  points  bet- 
ter than  the  market. 

How  does  it  feel  to  be  a  value  inves- 
tor when  there  don't  seem  to  be  many 
values  available?  "It's  real  hard  to 
spend  two  years  of  your  life  talking 
about  how  the  world's  overvalued," 
says  Fontaine.  But  he  adds:  "Luckily, 
we've  been  able  to  make  a  lot  of  mon- 
ey while  telling  people  that."  ■ 
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T})day,21  million 
American  smokers  will 

go  out  to  eat. 

That's  a  market  you  can 

sinkyourt«ethinto! 


IN./1  America's  smokers  love  to  go  to 
\  I  y   restaurants.  They  do  so  with  great 
Y  /    frequency.  Their  tastes  in  food  span 
_\/_)  the  globe—  American,  Italian, 
Chinese,  French,  Japanese  and  Mexican 
cuisines.   America's  smokers  feed  this 
country's  food  service  industry. 

The  American  Smoker- 
aneconomicforce. 


PHIUP  MORRIS 


Presented  by  Philip  iVIorris  (Magazine  in  the  interest  of  America's  55.8  million  smokers. 

Source:  The  Roper  Organization. 


Management  must  guide  the  forces  of  change..." 

—  John  W.  Teets,  Chairman 


Rx  a  copy  o(  GteytioundS 
latest  annual  report,  write  to 
Rjblic   Relations. 
1618  GreytXKjncI  Ibwef, 
Ftwenix,  Arizona  85077 


The  Greyhound  Corporation  has  been  recast.  From 
the  crucible  of  change  has  emerged  a  new  Greyhound, 
tempered  for  strength  and  reshaped  for  the  future. 

The  |ob  of  management  always  has  been  to  see  the 
company  not  as  it  is,  but  as  it  can  grow  to  be.  The  new 
Greyhound  is  the  result  of  this  vision,  built  through  a  five- 
year  restructuring  program 

Hard  choices  vkere  faced;  tough  decisions  were 
made.  Subsidiaries  with  annual  sales  of  $3  billion, 


including  the  company's  nationwide  bus  line,  were 
divested  At  the  same  time,  new  businesses  with  ex- 
cellent growth  and  profit  potential  were  established 
or  acquired. 

For  example,  Purex  household  and  laundry  prod 
ucts  were  added  to  the  personal  care  and  packaged 
foods  brands  of  Greyhound's  Dial  Corporation.  Ftemie^ 
Cruise  Lines,  the  official  cruise  line  of  Walt  Disney 
World,  was  launched.  Dobbs  food  service  for  air 


avelers  was  acquired,  complementing  Greyhound's 
•xisting  airport  and  food  service  businesses.  General 
totors'  RTS  transit  bus  manufacturing  and  parts  opera- 
on  was  purchased  to  expand  Greyhound's  top-ranked 
itercity  coach-building  business. 

Today  Greyhound's  four  business  segments  — 
;Onsumer  products,  ser\/ices,  transportation  manufac- 
jring  and  financial  —  produce  revenues  at  a  $3  billion 
;nnual  rate. 


With  the  restructuring  of  Greyhound's  core  busi- 
nesses completed,  management  is  concentrating  on 
further  improvement  of  operating  returns.  Change  is 
inevitable,  and  management  must  guide  the  forces 
of  change  to  create  value  for  shareholders. 

At  Greyhound,  we  believe  in  renewing  the  com- 
pany day  by  day 

The  Greyhound  Corporation 


■■■s**® 


Employee  rights,  once  the  almost  exclidsive  preserve  of  unions,  are 
now  a  major  preoccupation  of  every  business  executive.  Has  the 
concept  of  fairness  been  taken  too  far? 


to  whom? 


By  Ralph  King  Jr. 


IN  January  1982,  Terry  Ad- 
ams, a  San  Francisco-based 
manager  for  Sohio  Petroleum, 
met  with  her  boss,  who  sug- 
gested improvements  for  han- 
dling her  word  processing  staff.  Ad- 
ams promised  to  work  on  it.  What 
followed  is  a  tale  for  our  times. 

Over  the  course  of  the  next  six 
months,  Adams  got  repeated  warn- 
ings, both  oral  and  written,  that  she 
was  falling  short.  When  a  final  30-day 
warning  came,  Adams  took  three 
weeks  of  paid  "stress  leave."  Mean- 
while, superiors,  including  executives 
in  Sohio's  human  resources  depart- 
ment, reviewed  her  work.  Their  con- 
clusions were  most  damaging  to  Ad- 
ams. They  decided  she  had  a  habit  of 
making  "thc-dog-ate-my-homework" 
excuses  about  lapses  in  execution  of 
even  routine  duties  like  renewing 
purchase  orders  with  critical  suppli- 
ers. Adams  was  fired. 

But  these  are  the  1980s  and  Adams 
sued,  alleging,  among  other  things, 
wrongful  discharge.  In  court,  more  ev- 
idence damaging  to  Adams  came  out. 
For  example,  she  had  falsified  the  re- 
sume that  had  originally  helped  win 
her  the  job.  Nevertheless,  Sohio  of- 
fered to  settle.  Adams  refused.  Last 
lune,  six  years  after  the  firing,  the 
company  won.  Won?  Its  estimated 
court  costs  exceeded  S200,000,  not 
counting  thousands  of  hours  of  man- 
agement time  consumed  in  preparing 
the  defense.  Says  a  company  lawyer 
today:  "It  was  a  hollow  victory." 

Enforcing  standards  of  "fairness"  in 
employment  practices,  traditionally 
part  of  organized  labor's  agenda,  is 
now  a  major  preoccupation  for  com- 
pany management.  Since  the  mid- 
1950s,  organized  labor  has  been  in  a 
slump,  with  union  membership  today 


only  15%  of  the  nonfarm  work  force. 
But  any  fears  that  the  relative  decline 
of  unionism  would  leave  workers  at 
the  mercy  of  ruthless  managements 
have  turned  out  to  be  groundless.  As 
unions  declined,  courts  and  legisla- 
tures have  stepped  into  the  breach  to 
protect  employee  interests — and  their 
imagined  interests. 

Enforcing  prevailing  concepts  of 
fairness  through  the  courts  is  expen- 
sive, as  the  Adams  case  shows.  And  it 
can  give  disgruntled  employees  a 
chance  to  harass  management  unfair- 
ly. Nevertheless,  it  seems  to  be  what 
society  wants. 

The  result  is  net  only  a  burden  on 
the  courts  but  an  even  greater  burden 
on  the  cost  of  doing  business  in  the 
U.S.  Thus  yesterday's  smallish  per- 
sonnel staffs  are  today's  bureaucratic 
human  resources  departments — as 
they  are  called  at  AT&.T,  BankAmer- 
ica  and  Exxon,  for  example.  These 
departments  are  not  without  power  in 
the  corporate  council:  They  oversee 
and  enforce  affirmative  action  plans 
and  employee  training  programs. 
They  design,  explain  and  administer 
the  numbingly  complex  array  of  com- 
pensation and  benefits  packages  now 
offered  by  most  large  corporations. 
Human  resources  departments  pro- 
vide company  employees  with  career 
and  retirement  counseling,  monitor 
health,  safety  and  parental  leave  pro- 
grams, offer  special  assistance  for  al- 
coholics, drug  addicts,  illiterates  and 
the  disabled — in  sum,  the  whole  spec- 
trum of  social,  psychological  and 
medical  concerns  that  are  part  of  con- 
temporary American  life. 

None  of  this,  of  course,  was  the 
product  of  legislative  and  judicial  ac- 
tion alone.  It  more  or  less  just  hap- 
pened. "Expectations  are  different 
now,"  says  Lodwrick  Cook,  chief  ex- 
ecutive at  Arco,  who  spent  15  years  in 


the  oil  company's  employee  relations 
department. 

Business  schools,  meanwhile,  have 
been  grounding  future  managers  in 
new  discoveries  in  the  behavioral  sci- 
ences and  the  latest  theories  of  hu- 
man capital.  Some  companies,  such 
as  IBM,  have  adopted  policies  and  pro- 
cedures that,  in  effect,  do  what  unions 
alone  used  to  do — represent  employ- 
ees in  their  relationships  with  the  em- 
ployer. "Our  agenda  is  almost  identi- 
cal to  what  a  union  agenda  might  be," 
says  Walton  Burdick,  IBM  vice  presi- 
dent in  charge  of  personnel,  one  of 
only  six  executives  who  report  direct- 
ly to  Chairman  John  Akers. 

But  managements'  search  for  equi- 
ty, for  alternatives  to  polarizing  strife, 
now  often  leads  to  new  rigidities  of 
their  own  devising.  Rare  is  the  middle 
manager  at  a  large  insurance  company 
or  bank  today  who  can  simply  reward 
a  star  employee  with  a  hefty  pay  raise. 
Barring  the  way  is  an  ironclad  system 
of  civil-service-type  salary  grades 
based  on  detailed  job  descriptions, 
usually  written  by  human  resources. 
Unfortunately,  these  descriptions, 
and  thus  pay  levels,  quickly  go  out  of 
date.  At  Manufacturers  Hanover, 
some  job  descriptions,  like  those  of 
certain  systems  analysts,  have  gone 
unchanged  for  up  to  ten  years  because 
personnel  hasn't  gotten  around  to  re- 
vising them.  Result:  It's  that  much 
harder  to  retain  good  people. 

Hiring  decisions  are  subject  to  simi- 
lar constraints.  A  team  of  13  psychol- 
ogists in  AT&T's  human  resources 
department  does  nothing  but  concoct 
new  testing  techniques  for  identifying 
a  model  employee.  A  manager's  posi- 
tive judgment  about  an  applicant  for 
many  jobs  at  the  company  usually 
counts  for  nothing  if  the  applicant's 
test  results  come  out  negative.  If 
nothing  else,  these  tests  may  bolster 
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We  counselled  him  on  estate  planning,  his  son  on  tax  matters  and 
taught  his  granddaughter  about  zero-coupon  bonds.Then  we  gave 
them  the  afternoon  off. 

Advising  generations  of  a  family  is  nothing  new  at  U.S.  Trust  (as 
depicted  above  at  our  Managing  Wealth  Seminars).  It's  just  one  example 
of  how  we  provide  our  clients  with  innovative,  comprehensive  service. 

For  more  information  on  U.  S.  Trust's  unique  brand  of  investment 
management  services,  contact  Mary  B.  Lehman  at  (212)  887-0446. 

U.S.Trust  Uncommon  expertise  in  managing  wealth. 


Secretary  of  The  Interior. 

A  high-level  case  that's  up  to  organizing  any  job  you've  got.  Endless 
pockets  and  dividers  encourage  expansion.  And  of  course,  Hartmann's 
exterior  is  one  of  the  greatest  showcases  for  anything  interior. 


intilofaltslof  your  nearnl  H«rtmanntf«al«n.  Dept   11121 
'4K8H3'trnann Luggage,  HarlmannDf  .  Lebanon.  TN  37087 
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the  company's  case  if  it  is  sued  for 
bias  in  hiring. 

Spending  on  human  resources  ad- 
ministration alone — not  counting  a 
penny  of  actual  benefits  paid — has 
nearly  tripled  over  the  last  decade,  to 
$750  per  employee  annually  for  a 
cross-section  of  some  700  U.S.  com- 
panies polled  by  the  Bureau  of  Nation- 
al Affairs.  That's  nearly  as  much  as 
corporations  spent  on  computer 
equipment  last  year. 

Despite  all  the  talk  about  lean-and- 
mean  corporate  America,  a  survey  of 
major  U.S.  corporations  by  consul- 
tants Towers,  Perrin,  Forster  &  Cros- 
by reveals  that  the  ratio  of  human 
resources  staffers  to  employees  dou- 
bled on  average  between  1976  and 
1986,  to  1  in  84.  Many  companies  are 
even  more  heavily  staffed.  At  Dow 
Chemical   there   is   one   human   re- 


The  costs  qffaimess  are 
rising f  burdening  V.S. 
productivity  at  a  time  when 
our  industries  face  tough 
foreign  competition. 


sources  person  per  53  employees. 

The  worst  problems  involve  getting 
rid  of  poor  performers.  At  Dow  Chem- 
ical, a  chemist  with  a  yearlong  record 
of  goofing  off  on  the  job  was  shifted  to 
a  different  research  unit  to  give  him  a 
second  chance.  For  nine  months  more 
nothing  changed.  His  supervisor  then 
set  specific  objectives  for  discussion 
at  monthly  meetings,  but  by  the  end 
of  the  second  year  still  no  improve- 
ment was  visible. 

Nearly  100  man-hours  were  then 
spent  on  this  one  individual  as  his 
case  traveled  up  the  chain  of  com- 
mand through  layers  of  departmental 
and  divisional  executives.  At  last  the 
employee  agreed  to  leave  without  fil- 
ing suit — but  only  after  Dow  offered 
him  four  months  of  outplacement 
help  with  full  pay  and  continuing 
medical  coverage  until  he  found  a 
new  job.  All  this  for  an  eight-year 
employee  who  was  being  dismissed 
for  cause  and  who  in  an  earlier  day 
would  have  been  entitled  to  nothing. 

"We  don't  make  it  easy  at  all  to  fire 
anyone  here,"  says  Jay  Homsby,  Dow 
Chemical's  director  of  human  re- 
sources. Homsby  heads  a  network  of 
1,000  subordinates  whose  mandate 
takes  them  into  every  comer  of  corpo- 
rate life  at  Dow.  Employees  routinely 
take  part  in  surveys  and  focus  groups 
that  examine  everything  from  the  ap- 
propriateness of  their  salaries  to  the 
competence  of  their  managers. 
"Some  folks  think  that  we're  going 
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In  1914,  when  the  Panama  Canal  was  finally  carved  out,  Allendale's 
engineers  had  been  cutting  losses  for  79  years. 


It  took  $352  million  and  ten  years.  And  when  chief  engineer 
eorge  W.  Goethals  watched  the  first  ship  steam  through  the 
hal,  Allendale  had  been  setting  a  steady  course  for  79  years. 
In  fact,  former  Allendale  president  John  R.  Freeman,  him- 
If  an  engineer,  served  as  consultant  during  the  construction 
the  car\al. 
Today  at  Allendale,  we  continue  to  shape  the  history  of  loss 


control  with  engineering,  training,  research  and  testing, 
responsiveness  and  fairness  in  the  way  we  do  business. 

After  a  century  and  a  half,  our  philosophv  is  not  about 
to  change.  Allendale  Insurance,  P.O.  Box  oOO,  Johr^tor\, 
Rhode  Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 
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ALUXURYCAR 
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OUGHT  TO  MPRES9 

THE  PEOPLE  WHO 
OWN  IT  NOT  JUST 
THEIR  NEIGHBORS 


These  days,  it  seems  that  driv- 
ing a  luxury  car  has  very  little  to 
do  with  driving.  And  everything 
to  do  with  image. 

Somewhere  along  the  line, 
Statements,  and  Bloodlines,  and 
Affluence  began  to  take  prece- 


dence over  engines,  and  suspen- 
sions, and  safety  features. 

But  to  our  way  of  thinking, 
owning  a  luxury  car  isn't  about 
outdoing  or  outspending  other 
people.  It  s  about  the  sheer  joy  of 
driving.  Something  you've  known 


once  or  twice  before,  on  your 
favorite  stretch  of  road,  in  the 
middle  of  your  favorite  curve. 

Something  you'll  know  agai 
the  minute  you  turn  the  key  anc 
feel  the  responsive  surge  of  powi 
from  the  Acura  Legend  Sedan's 


^'IVtUt  American  Honda  Motor  Ca.inc  Acura  and  Legend  arc  iradcmarksol  Honda  Motor  Ca.  Ltd.  *Acura  reminds  you  to  obsovc  all  speed  laws  "Legend  Land  LSonly. 


!4-valve  V-6  engine.  An  engine 
vhose  obvious  performance 
idvantages  have  their  roots  in  the 
nost  competitive  racing  condi- 
.  ions  in  the  world-the  Formula 
One  Circuit 

An  engine  that  works  in  per- 
,  ect  harmony  with  the  Legend 
I  sedan's  suspension  system.  Front 
md  rear  ftilly  independent  double 
Adshbones  provide  the  excep- 
:ionally  smooth,  quiet  ride  you'd 
ixpect  from  a  luxury  4-door 
4nd  the  sporty  handling  you 
probably  wouldn't. 
I    But  the  Legend  Sedan's  perfor- 
mance isn't  merely  a  function  of 
its  engine  and 
suspension.  It's 
alsoaftinction 
of  its  interior 


An  interior  that  engineers 
designed  on  a  test  track  at  125 
MPHf  to  ensure  that  the  but- 
tons, pedals  and  controls  were 
placed  exactly  where  they  should 
be.  So  that  when  you're  driving 
your  Legend  Sedan  at  55  MPH, 
every  single  component  in  the 
cockpit-from  the  white-on- 
black  analog  gauges  to  the  cruise 
control  switch-maximizes  your 
confidence  and  control. 

Which  brings  us  to  perhaps 
the  most  important  subject  of  all: 
safety.  After  all,  a  luxury  car 
ought  to  handle  emergencies  as 
well  as  it  handles  the  road. 

That's  why  every  Acura 
Legend  Sedan  is  equipped 
with  a 
driver's 


unique 
double 
wishbone 
suspension 
system 


side  airbag  Supplemental  Re 

straint  System  (SRS).  And 

whether  you're  driving  in 

good  weather  or 

bad,  on  surfaces 

that  are  civilized 

or  not,  a  unique 

Anti-Lock 

Braking  (ALB) 

system**  works 

to  prevent  your 

wheels  from 

locking.  Helping 

you  to  retain 

steering  control, 

even  under  the 

most  severe  braking  conditions. 

We  could  go  on,  citing  facts 
and  figures,  theories  and  statis- 
tics. Some  of  them  might  impress 
you;  others  might  not. 

Which  is  as  it  should  be. 

Because  the  only  way  you  can 
ever  be  truly  impre^ed  by  a  luxury 
automobile  like  the  Acura  Legend 
Sedan,  is  to  own  one. 

Call  1-800-TO-ACURA  for  the 
name  of  the  dealer  nearest  you. 

ACURA 

Precision  crafted  performance. 


too  far  and  too  fast,"  says 
Dew's  Homsby.  "But  our 
new  chief  executive  wants 
us  to  go  faster  than  the  last 
guy  did.  This  function  is 
held  in  high  regard." 

Many  line  managers  else- 
where do  not  share  that  en- 
thusiasm. Fearing  backlash 
from  human  resources  and 
their  superiors,  most  mid- 
level  managers  contacted  by 
Forbes  refused  to  be  quoted 
by  name  but  nonetheless 
concurred  that  their  situa- 
tion as  middle  managers  is 
made  unreasonably  difficult 
by  all  the  second-guessing. 
All  thought  it  beyond  ques- 
tion that  attention  to  em- 
ployee rights  discourages 
abuses  and  makes  employees 
feel  more  secure.  The  dis- 
couraging flip  side,  though,  is 
the  demoralizing  effect  this 
can  have  on  managers  trying 
to  achieve  results.  "It  would 
take  months  to  hire  someone  new," 
says  a  former  officer  of  New  York- 
based  Manufacturers  Hanover.  "Per- 
sonnel ran  the  place.  There  was  noth- 
ing you  could  do." 

One  middle  manager  at  a  large  drug 
company  figures  he  was  lucky  to  get 
nd  of  an  incompetent  subordinate  af- 
ter lust   18  months.  "It  would  have 


Paulo  Fndman 


lay  Hornshy,  Dow  Chemical's  human  resources  clirecloi 
"We  don't  make  it  easy  to  fire  anyone  here." 


taken  much  longer,"  says  the  execu- 
tive, "if  he  had  not  been  young,  white 
and  male,  a  member  of  the  least  pro- 
tected species  in  the  work  force." 

In  the  human  resources  age,  every 
conflict  with  an  employee  can  put 
not  only  the  employee's  conduct  un- 
der review  but  the  manager's,  too. 
Gradually,   managers  learn  that   the 


surest  way  to  stay  out  of 
trouble  is  to  push  every  de- 
cision over  to  human  re- 
sources— which  is  going  to 
review  the  matter  in  any 
case.  When  in  doubt,  don't 
fire.  Don't  even  admonish. 

The  result  of  all  this  is  a 
vicious  circle.  "You  will  nev- 
er have  good  management  if 
the  only  way  human  re- 
sources can  survive  is  in  an 
environment  of  bad  manage- 
ment," says  Harvard  Busi- 
ness School  professor  D. 
Quinn  Mills.  "Human  re- 
sources will  find  a  way  to 
keep  management  from  get- 
ting any  better." 

Needless  to  say,  smart  en- 
trepreneurs have  found  ways 
to  cash  in  on  management's 
preoccupation  with  human 
resources.  Take  the  so-called 
Hay  System,  a  complex  pro- 
gram,   often    computerized, 

that  helps  to  set  pay  scales 

for  specific  jobs  by  ranking  the  jobs 
against  similar  functions  at  other 
firms.  Sold  by  a  subsidiary  of  advertis- 
ing giant  Saatchi  &  Saatchi,  and  cost- 
ing as  much  as  $100,000  for  a  large 
client,  the  Hay  System  is  used  by 
2,000  U.S.  companies.  What  are  these 
companies  buying?  Not  simply  a  way 
to  keep  pay  scales  competitive,  but 


Ihtnard  liusiiic\<  School's  I)  (Jiiiiin  Mills 

"Human  resources  willfittd  a  way  to  keep  managem.entfi-om  getting  any  better. 
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also  information  to  help  guard  against 
complaints  and  lawsuits. 

To  administer  the  Hay  System  at 
the  Travelers  Corp.,  senior  human  re- 
sources staffers  have  spent  180  man- 
days  a  year  crunching  data  on  just  the 
firm's  top  300  executives.  Each  job 
analysis,  involving  ten  participants, 
takes  an  hour.  Hours  more  are  lost  in 
similarly  complex  exercises  involving 
stock  option  plans,  flexible  benefits 
packages,  savings  plans,  and  so  on. 

For  harassed  executives,  no  end  is 
in  sight  to  the  bureaucratic  imposi- 
tion. Take  Section  89  of  the  1987  Tax 
Simplification  Act.  The  section  asks 
employers  to  demonstrate  that  vari- 
ous insurance  benefits  they  offer 
don't  favor  their  higher-paid  employ- 
ees. The  complicated  requirement, 
which  takes  effect  in  1989,  will  force 
firms  to  hire  "another  army  of  peo- 
ple," says  Ronald  Pilenzo,  president 
of  the  American  Society  for  Personnel 
Administration,  who  estimates  that 
compliance  with  government  regula- 
tions take  up  fully  40%  of  a  human 
resources  department's  time. 

In  many  states,  management  dis- 
cretion has  been  crimped  most  of  all 
by  the  judicial  erosion  of  the  old  com- 
mon law  concept  of  "employment  at 
will."  Under  this  concept  managers 
could  fire  laggards  on  the  spot.  Em- 
ployment at  will  led  to  abuses  but  it 


D  Gonoa  Onv^x 


Paul  Tobias,  founder  of  the  Plaintiff 
Employment  Lauyers  Association 
"The  phones  are  ringing." 

also  made  for  economic  efficiency. 

At  least  13  states,  including  Cali- 
fornia and  Arizona,  now  recognize  a 
vague  principle  known  as  the  "cove- 
nant of  good  faith  and  fair  dealing." 
Under  the  doctrine,  juries  can  decide 
the  issue  of  what  is  and  is  not  "fair"  in 
dealing  with  employees.  This  can  lead 


to  companies'  having  to  defend  firings 
in  such  extraordinary  cases  as  a  cable 
TV  installer  who  allegedly  sexually 
harassed  a  customer,  and  a  retail  store 
employee  believed  to  have  falsified 
expense  accounts. 

The  big  winners,  of  course,  are  the 
lawyers.  The  legal  profession  has  de- 
veloped a  new  specialty,  the  wrongful 
discharge  lawyer,  with  a  new  trade 
organization,  the  Plaintiff  Employ- 
ment Lawyers  Association,  which  has 
attracted  650  members.  In  the  three 
years  since  its  establishment,  boasts 
Its  founder,  attorney  Paul  Tobias, 
"the  phones  have  really  been  rin- 
ging." According  to  the  Rand  Corp.,  it 
costs  $225,000  to  defend  a  typical 
wrongful  discharge  suit  in  California, 
and  awards  average  $700,000  if  the 
employer  loses,  which  is  often. 

It's  nice  to  think  of  a  company  as  a 
friendly  place  of  caring  colleagues; 
such  an  environment  sometimes  en- 
courages creativity,  productivity  and 
enthusiasm  on  the  job.  But  the  costs 
of  fairness  and  perceived  fairness  are 
high  and  rising,  slowing  down  and 
burdening  U.S.  productivity  at  a  time 
when  our  industries  are  up  against  the 
toughest  foreign  competition  in  histo- 
ry. The  sad  thing  is  that  while  Ameri- 
can goods  and  services  are  burdened 
by  these  "fairness  taxes,"  those  of 
most  other  nations  are  not.  ■ 


WHEN  COMPROMISE  IS  OUT  OF  THE  QUESTION 


fidehMr 


lor  the  name  ot  iIk-  I'ctcrliilt  dealer  nearest  voii  tail:  I  800  -i-4^  -i700 


A  DIVISION  OF 
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Dow  has  a  brighter  future  zipped  up  tiglit. 

"h'ou  dont  become  a  13  billion  dollar  interest  rates  in  times  like  these  can  niiike  a 

compan\  without  learning  to  manage  risk,  big  difference  in  Noiir  borrowing  costs.  .\nd 

W  ithoiit  recognizing  that  a  sunny  future  isn't  >'Ou  dont  ha\e  to  be  a  billion  dollar  compam 

alw a)s  in  the  bag.  to  do  it. 

The  Dow  (.hemical  (Company  finances  Soon,  the  Chicago  .Mercantile  Exchange 

some  of  its  growth  with  short-term  commer-  will  trade  interest  rate  futures  and  options 

cial  paper  Tlie\-  need  to  limit  their  exposure  nearh  24  hours  a  da\-.  .\fterhours  trades  will 

to  interest  rate  ri.ses.  like  a  lot  of  smart  com-  be  through  CiIX)BHX?  the  worldwide,  com- 
panies. the>  use  futures  and  options  on    _^c^_      puter-based  electronic  marketplace.  Look 
the  Chicago  Mercantile  Hxchange  to 
manage  interest  rate  risk.  Hedging 


puter-based  electronic  marketplace.  Look 
into  fiitures  and  options  at  the  ("ML.  We 
help  smart  businesses  manage  ri.sk. 


CHICAGO  MERCANTILE  EXCHANGE 

Intel  nation.ll  Moiiet.irx  Market'  lnde\  and  Option  Maiket 

The  Exchange  of  Ideas 
1-800-331-3332  (US)     01-920-0"'22  (Europe)     03-595-2251  (Pacific) 


Yi^at  happens  in  a  highly  leveraged  buyout 
when  things  start  going  ivrong?  Ask  the 
folks  at  Leaseway. 

(Over)  leveraged 
buyout 


By  Jack  Willou^by 


CUTBACKS  and  realignments  in 
the  auto  industry  have  been 
deahng  losses  to  Leaseway 
Transportation  Corp.  (1987  revenues, 
$1.5  billion),  the  nation's  largest  high- 
way contract  carrier:  some  $26  mil- 
lion for  1987  and  equal  losses  likely 
for  this  year. 

Leaseway  is  the  1987  leveraged 
buyout  creation  of  Citicorp  Venture 
Capital  and  Drexel  Burnham  Lam- 
bert, with  42%  and  22%  of  the  shares, 
respectively.  To  defend  their  troubled 


investment,  the  two  financial  power- 
houses have  installed  as  boss  Richard 
Damsel,  formerly  of  Deloitte  Haskins 
&  Sells,  who  spent  more  than  a  de- 
cade working  his  way  up  through 
Leaseway  management.  Damsel  re- 
places chief  executive  Gerald  McDon- 
ough,  who  resigned  as  the  company's 
woes  mounted. 

Damsel's  abilities  will  be  tested 
hard  because  Leaseway  is  in  trouble. 
Its  plight  is  an  object  lesson  in  the 
dangers  that  lurk  in  loading  up  cycli- 
cal companies  with  debt.  When  you 
borrow  against  future  cash  flow,  you 


Lcdscivdv  lYvsulciit  RiLlkird  IkiDLwl 
No  motion.,  no  ntoney. 


had  better  be  pretty  certain  that  the 
cash  flow  will  really  be  there  when 
you  need  it.  With  nearly  94%  of  its 
capitalization  in  the  form  of  long- 
term  debt,  Leaseway  now  has  no 
cushion  to  fall  back  on  if  the  economy 
should  experience  even  a  mild  down- 
turn in  the  next  year  or  so. 

Leaseway  is  all  but  totally  depen- 
dent on  two  major  clients  that  are 
both  looking  for  ways  to  cut  back: 
General  Motors  and  Sears,  Roebuck  & 
Co.  GM  provides  25%  of  Leaseway's 
business,  but  in  its  drive  to  cut  over- 
head GM  has  been  closing  plants  on 
which  Leaseway  depends.  Sears, 
Leaseway's  second-most  important 
customer,  is  also  working  to  cut  costs. 

Damsel's  toughest  challenge  is  to 
get  Leaseway's  debt  down  by  selling 
divisions.  Midwestern  Distribution, 
Inc.,  a  long-haul  trucking  subsidiary, 
has  lost  so  much  money  lately  that 
Leaseway  cannot  find  a  buyer.  So  far, 
Damsel's  biggest  sale  has  been  a  pe- 
troleum delivery  operation  with  reve- 
nues of  $237  million.  A  letter  of  in- 
tent has  been  signed,  but  proceeds 
will  not  make  much  difference  on  the 
firm's  balance  sheet.  Concedes  Dam- 
sel: "It's  pretty  obvious  we're  carrying 
too  much  debt.  We'll  have  to  work  at 
getting  that  down." 

How  come  Leaseway  wound  up  as  a 
leveraged  buyout  in  the  first  place?  In 
the  1980s  deregulation  hit  the  truck- 
ing industry,  leading  to  price-cutting 
and  unsettling  old  relationships. 
Leaseway's  net  profit  as  a  percentage 
of  revenues  dropped  between  the  ear- 
ly 1980s  and  mid-decade  to  2% — a 
decline  of  more  than  half.  A  fight  for 
control  broke  out.  On  one  side  was 
former  chief  executive  Gerald 
McDonough,  and  against  him  was  ar- 
rayed a  group  of  shareholders  led  by 
the  O'Neill  family  of  Cleveland, 
which  had  begun  the  business  in  the 
early  1900s.  McDonough  won  the 
proxy  fight,  then  orchestrated  the 
buyout  in  order,  it  is  believed,  to  pre- 
vent the  O'Neills  from  regaining  the 
board  representation  they  had  lost. 

Damsel's  strategy  now  is  to  concen- 
trate on  cost-cutting,  while  decentral- 
izing authority  away  from  Leaseway's 
Cleveland  headquarters  and  onto  its 
widely  scattered  operating  divisions. 

The  debt  markets  are  clearly  wor- 
ried but  not  panicky  about  the  pros- 
pects for  the  company.  Leaseway's 
13.25%  subordinated  debentures,  due 
in  2002,  currently  trade  at  aroimd  85 
for  a  yield  to  maturity  of  16%.  If  the 
markets  thought  Leaseway  might  not 
survive,  the  yield  would  surely  be 
higher.  If  they  thought  Leaseway  was 
a  sure  thing,  the  yields  would  be  at 
least  a  couple  of  points  lower.  ■ 
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NASA  HAS  CHOSEN 
CONTELTO  MANAGE 
ITS  SOPHISTICATED 
TRACKING  AND 
DATA  RELAY 
SATELLITE  SYSTEM. 


WHAT  ON  EARTH 
CAN  WE  DO  FOR  YOU? 


Six  hours  and  13  minutes 
after  lift-off  of  the  shuttle 
IXscovery,  NASA's  newest 
communications  satellite  was 
rocketing  toward  an  orbit 
22,300  miles  above  tiie  earf/i. 
Very  soon  it  will  start  relaying 
messages  between  low  earth- 
orbiting  space  vehicles  and  an 
earth  station  complex  in  White 
Sands,  NM;  relaying  voice, 
video,  and  digital  signals  thou- 


sands of  miles  with  remarkable 
clarity  and  precision. 

Contel  is  making  this  pos- 
sible. We're  managing  NASA's 
satellite  communications 
system  from  the  giround  up.  To 
those  who  know  us,  including 
the  2,500,000  customers  in 
30  states  who  call  us 
"Vie  telephone  company,"  Oils 
isn't  surprising.  Few  companies 
have  our  expertise  and  ex- 


perience in  creating  advanced 
telecommunications  systems. 

Because  we  can  satisfy 
needs  as  complex  as  NASA's, 
we  believe  we  can  satisfy  yours. 
To  learn  more  about  Contel's 
capabilities  in  telecommunica- 
tions, write  to  Contel  Corporate 
Communications,  PC  Box 
105194,  Atlanta,Georgia  30348. 


«  1988  Contet  Corporation 


"Our  marine  subsidiary  is  insuring  vessels  that  an 


Covering  supertankers  to  sailboats,  our  MOAC  subsidiary  is  the  leading 
U.S.  marine  insurance  underwriter  It  reached  this  position  by  provid- 
ing specialized  products  and  services  to  meet  marine-industry  needs- 
including  coverage  tor  research  submarines  that  are  bound  to  sink. 


\t  Continental,  we're  focusing  on  excellence  in  products  and  service 
ichieve  solid,  profitable  growth.  In  areas  like  ocean  and  inland  marine    ^ 
jrance.  Premium  financing.  Workers'  compensation.  In  selected 
rkets  with  national  brokers.Through  our  independent  Circle  Agents. 


"^  Ins 


.  continental 
Insurance. 

Focusing  on  what  we  do  best.''' 


With  Pacific  trade  booming,  these  should 
be  the  best  of  times  on  the  western  water- 
front. But  environmentalists,  developers 
and  politicians  are  making  life  increasing- 
ly tough  for  port  managers. 

Ports  in  a  storm 


By  Hare  Beaochamp 


Tl  RADE  BETWEEN  THE  U.S.  and  the 
Pacific  Rim  is  booming.  That 
means  more  Hondas  to  roll  off 
ships,  more  containers  of  Taiwanese 
TVS  and  Korean  apparel  to  unload, 
more  Washington  grain  and  North- 
west lumber  to  load.  Since  1984  lucra- 
tive container  traffic  through  the  Port 
of  Los  Angeles  has  grown  75%.  Se- 
attle's container  traffic  is  up  some 
32%.  Meanwhile,  Tacoma's  has  more 
than  quadrupled. 

On  the  horizon,  more  of  the  same. 
Shippers  like  Oakland-based  Ameri- 
can President  Lmes  prefer 
to  move  cargo  from  the 
West  Coast  by  rail  to  mid- 
westem  and  eastern  mar- 
kets, eschewmg  the  Pana- 
ma Canal. 

But  all  is  not  well  on  the 
western  waterfront.  The 
ports  of  Los  Angeles  and 
Long  Beach  are  running 
out  of  space.  Environmen- 
talists and  government 
red  tape  are  delaying  ex- 
pansion in  Oakland. 
Smaller  ports  like  Port- 
land lack  the  money  to 
chase  the  more  profitable 
container  business.  And 
port  managements  up  and 
down  the  coast  arc  under 
pressure  from  cash- 
hungry  local  governments 
to  diversify  away  from 
marine  activities  and  into 
more  lucrative  short-term 
endeavors  such  as  devel- 
oping valuable  waterfront 
property  into  shopping 
centers,  hotels  and  office 
buildings  as  San  Francisco 
and  San  Diego  have  done. 

In   the   middle   of   this 


tempest  is  the  Port  of  Oakland.  Hav- 
ing gambled  on  container  technology 
in  the  Sixties,  Oakland  quickly 
eclipsed  San  Francisco  and  grew  to  be 
the  nation's  fourth-ranked  container 
port,  now  handling  90%  of  the  con- 
tainer cargo  in  the  Bay  Area. 

Yet  now  Oakland's  port  commis- 
sion wants  to  put  real  estate  develop- 
ment on  the  same  level  as  port  opera- 
tions. In  September  Walter  Aber- 
nathy,  the  port's  able  executive 
director,  threatened  to  quit  if  the  reor- 
ganization goes  through.  Says  Aber- 
nathy,  who  has  run  the  port  since 
1977:  "It  would  be  the  tail  wagging 


Port  of  Oakland's  Walter  Alyeniathy 

"Real  estate  is  important  but  it's  not  as  big  as  the  port 


the  dog.  Real  estate  is  important,  but 
it's  not  as  big  as  the  port."  Last  year  I 
Oakland's  marine  activities  generated  | 
$35  million  in  revenues,  while  land 
sales  and  rentals  brought  in  less  than 
$6  million. 

Others  agree.  Bruce  Seaton,  chair- 
man of  $1.9  billion  (1987  revenues) 
American  President  Cos.,  is  worried 
that  real  estate  development  will  di- 
vert resources  from  dredging,  new 
container  terminals  and  improved  rail 
connections  at  a  time  when  Oakland 
is  losing  market  share  to  Seattle,  Ta- 
coma  and  the  ports  of  Long  Beach  and 
Los  Angeles. 

If  Abemathy  walks,  he'll  be  in  good 
company.  In  the  past  four  years  port 
directors  in  Los  Aiigeles,  Long  Beach, 
San  Francisco,  Portland  and  Seattle 
have  either  quit,  retired  or  been 
shunted  aside.  What's  happening,  say 
shipping  industry  executives,  is  that 
longtime  operations  people  are  being 
replaced  by  professional  managers  or 
political  types.  In  Los  Angeles,  execu- 
tive director  Ezunial  Burts  moved 
over  from  Mayor  Tom  Bradley's  of- 
fice. Next  door  at  Long  Beach,  Joseph 
Prevratil  from  Wrather  Corp.,  manag- 
er of  the  Queen  Mary,  replaced  the 
respected  James  Mcjunkin,  who  ran 
the  port  for  nearly  1 1  years.  In  Port- 
land, Robert  Woodell,  the  port's  new 
skipper,  was  formerly  president  of 
Nike,  the  shoe  company. 
Up  to  a  point,  this  evolution  makes 
sense.  These  days  ports 
are  more  than  just  dock- 
yards. The  ports  of  Seat- 
tle, Portland  and  Oakland, 
for  example,  also  run  air- 
ports. Ports  sell  land,  de- 
velop and  manage  com- 
mercial property.  They 
must  also  deal  with  noisy 
and  influential  pressure 
groups.  Environmental- 
ists want  to  preserve  ma- 
rine life.  Developers  want 
to  get  at  unused  water- 
front land. 

Meanwhile  land,  termi- 
nals and  cranes  get  more 
expensive  by  the  day. 
Portland's  marine  director 
estimates  that  if  current 
growth  projections  hold. 
It  will  cost  as  much  as 
$450  million  over  the 
next  25  years  just  to  pre- 
serve the  port's  3%  share 
of  West  Coast  container 
traffic.  In  the  next  18 
months  Oakland  plans  to 
spend  SI 00  million  to  im- 
prove its  maritime  facili- 
ties, including  buying 
cranes  big  enough  for  the 
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IT  SOUR  BUSINESS 
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IVAen  It  comes  to  your 
un/aue  distribution  neeils, 

whether  it's  new  merchandise 
needed  for  a  showroom  floor  or 
inventory  to  meet  a  production 
schedule,  there's  no  substitute  for 
superior  service. 

That's  why,  for  your  airfreight 
shipments.  Flying  Tigers  developed 
International  Distribution  Service  or 
IDS.  It's  the  best  way  to  ship  from 
Taiwan,  Japan,  South  Korea  and 
Hong  Kong  to  55  metropolitan  areas 
in  the  U.S.,  covering  over  24,000 
communities. 

IDS  Otters  next  morning 
anfva/.  IDS  assures  next  business 
day  arrival  from  Asia  to  the  U.  S.  And 
with  IDS,  you  can  provide  for  your 
own  Customs  clearance  or  we  can 
do  it  for  you 

No  matter  what  the  ship- 
ment, therms  always  room.  With 
IDS  there  are  no  size  or  weight 
limits.  On  the  world's  largest  747 
freighter  fleet.  Flying  Tigers  specifi- 
cally reserves  space  on  its  daily 
flights  for  IDS  shipments. 

Flying  Tigers  IDS.  Superior 
service  for  your  business  from  Asia 
to  the  as 


WE'RE  TAKING 

CAREOF 

BUSINESS. 


TIGE 


hS. 


We  Offer  More  Than 
The  Same  Old  Line. 


PROFIT 


A  Butler  Building  can  look  almost  any  way  you 
can  imagine  it.  Flat  or  sloped  rooflines,  metal,  brick 
or  glass  walls,  one  stor\'  or  more,  you  name  it.  Our 
building  systems  offer  virtually 
unlimited  flexibility'.  Take  a  closer 
look  at  the  building  systems  most 
preferred  by  architects,  engineers 
and  owners.  To  receive  a  FREE 
copy  of  "Building  Profit"  maga- 
zine, give  us  a  call  today. 

1-800-232-3794 


Building  the  best 
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ItlakesMoie 
TlianPlainEaj 
To  Stand  Up 
hassL 


If  you  want  to  get  the  most 
out  01  your  advanced  technology 
pnntendont  put  just  any 
Kind  of  paper  into  it  Fill  it  up 
with  Mead  Ultratech"*  or  Mead 
Moistnte*  Laseigraphic 
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Business  Popers 


R)r  A  Better  liiii3ge. 

Mrad  lint  hipcr/Cuinlkxix  PU£i/Di)iiin.  (.Min  ^"iMsi 
1.32 


Growth 
&  Income 

BALANCED  INVESTORS 

This  new  no-load  fund  from 
Twentieth  Century  Investors 
offers  you: 

•  Opportunity  for  growth  over 
time,  plus  income 

•  A  balanced  investment  with  one 
transaction 

•  60%  of  assets  invested  in  growth 
stocks  and  the  balance  in  fixed 
income  securities. 

Call  us  toll-free  for  a  Prospectus. 
Please  read  it  carefully  before 
investing. 

1-800-345-2021 

^^^^  ext.  408 


I    S   \     1      s     I    O    R    S 


P.O.  Box  4W2O0,  Kansas  C.irv,  .MO  64141-6200 


new  generation  of  Pacific  container- 
ships  too  wide  for  the  Panama  Canal. 
Los  Angeles  and  Long  Beach  are  plan- 
ning a  multibillion-dollar  project  to 
create  2,400  acres  of  landfill,  an  im- 
proved rail  corridor,  new  roads  and 
container  terminals  to  handle  the  pro- 
jected growth  of  cargo  in  San  Pedro 
Bay.  "We're  bulging  at  the  seams," 
says  the  Port  of  Los  Angeles'  Burts. 

While  the  costs  are  high  and  going 
higher,  the  returns,  as  conventionally 
measured,  are  low — except  in  popu- 
lous southern  California.  Last  year 
Portland's  operating  return  on  invest- 
ment, figures  Thomas  Dowd,  Univer- 
sity of  Washington  professor  of  port 
and  marine  transportation  manage- 
ment, was  under  5%.  Factoring  in  de- 
preciation, Seattle  is  losing  money  on 
its  marine  operations,  reflecting  keen 
competition  among  Pacific  North- 
west ports.  Oakland's  return  was  9%, 
far  behmd  Los  Angeles'  14.5%. 

What  is  all  too  often  lost  sight  of  in 
this  frenzy  of  developing  and  spend- 

What  is  all  too  often  lost 
sight  of  in  thisfienzy  of 
developing  and  spending  is 
that  ports  are  valuable  to 
communities  for  more  than 
just  their  direct  income. 
They  are  job  creators. 

mg  IS  that  ports  are  valuable  to  com- 
munities for  more  than  just  their  di- 
rect income.  They  are  job  creators. 
The  Port  of  Oakland,  for  example, 
supports  the  jobs  of  52,000  people  in 
the  East  Bay.  And,  notes  American 
President's  Seaton,  good-paying  port 
jobs — such  as  longshoreman  and 
truck  driver — often  go  to  residents  of 
the  central  city. 

Listen  to  Oakland's  Abemathy: 
"People  just  don't  understand  the  val- 
ue of  the  waterfront.  Years  ago  you 
could  see  it  and  smell  it.  Now  it's 
hundreds  of  acres  of  containers  be- 
hind a  fence.  It  loses  its  local  identity 
and  pride." 

Los  Angeles  and  Long  Beach,  rich  in 
revenues  and  with  solid  credit  ratings, 
can  afford  to  expand  and  keep  up  with 
container  and  rail  technology.  Others 
face  serious  problems.  Seattle  and  Ta- 
coma  have  land  to  expand  and  good 
rail  cormections  to  reach  interior  mar- 
kets, but  they  can't  match  San  Pedro 
in  capital  spending.  Oakland,  which 
has  seen  its  share  of  West  Coast  con- 
tainer volume  shrink  from  40%  in  the 
mid-Seventies  to  14%  today,  is 
caught  in  the  middle.  Without  a  port 
commission  and  city  government  sol- 
idly behind  the  port,  it  will  be  hard  to 
turn  the  tide  there.  ■ 
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A  reputation  for  being  a  source  of  strength  in 
troubled  waters  isn't  built  overnight. 

In  fact,  the  conservative,  risk-averse  financial 
principles  that  built  Republic  National  Bank  have 
their  origins  in  the  practices  of  the  Safra  banking 
family,  a  tradition  over  a  century  old. 

Thus  our  sturdy  capital  base  and  strong  asset 
quality  contribute  to  the  security  our  clients  are 
seeking.  Additional  reassurance  is  provided  by 
our  capital-to-deposit  ratio,  which  is  one  of  the 
best  among  all  U.S.  banks. 

Which  helps  explain  why  over  a  five-year 


period,  according  to  American  Banker,  Republic 
has  had  the  highest  nonmerger-related  growth 
in  deposits  and  assets  among  the  nation's  top 
25  banks. 

A  comforting  thought  for  those  whose 
destination  is  a  secure  financial  harbor 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 


BEVERLY  HILLS  •  CAYMAN  ISLANDS  •  LOS  ANGELES  •  MEXICO  CITY  •  MIAMI  •  MONTREAL  •  NASSAU 

NEW  YORK  •  BUENOS  AIRES-  CARACAS  •  MONTEVIDEO  •  PUNTA  DEL  ESTE-  RIO  DE  JANEIRO  •  SANTIAGO  •  SAO  PAULO-  BEIRUT 

GENEVA  -  GIBRALTAR  •  GUERNSEY-  LONDON  -  LUGANO -LUXEMBOURG-  MILAN  -  MONTE  CARLO  ■  PARIS  -  HONG  KONG  -  SINGAPORE  •  TOKYO 


To  free  up  capital,  commercial  banks  are 
taking  all  kinds  of  loans  and  selling  them, 
as  packaged  securities.  The  practice  makes 
sense,  but  the  accounting  is  questionable. 

If  it  moves, 
package  it? 


By  Laura  Jereski 


BURIED  IN  THE  $465  million  or  so 
Chemical  Bank  will  report  as 
pretax  income  this  year  (ex- 
cluding nonrecurring  items)  will  be 
some  $15  million  that  the  giant  bank 
hasn't  yet  earned. 

Flimflam?  No,  what  this  $70  billion 
(assets)  bank  is  doing  is  perfectly  le- 
gal— Chemical  has  joined  the  swell- 
ing ranks  of  banks  and  finance  compa- 
nies that  sell  their  balance-sheet  as- 
sets, transforming  them  into 
securities.  This  "securitization"  (ex- 
cluding that  of  mortgages)  this  year 
will  top  $13  billion,  up  from  some  $10 
billion  in  1987,  according  to  First  Bos- 
ton, which  keeps  track  of  such  things. 

What  kinds  of  assets?  Credit  card 
receivables  are  the  biggest,  fastest- 
growing  part  of  the  nonmortgage  as- 
set-backed security  market;  about 
$6.5  billion  will  be  securitized  this 
year,  up  from  virtually  zero  in  1986. 

How  arc  these  asset-backed  securi- 
ties creating  profits?  Chemical  pack- 
aged $850  million  of  balances  out- 
standing on  its  consumer  credit  cards. 
The  balances  have  been  packaged  into 
two  2-to-3-year  trusts,  issued  at  $350 
million  and  $500  million,  each  yield- 
ing 9.3%,  and  sold  to  institutional 
investors.  Chemical  calculated  the 
present  value  of  the  difference  be- 
tween the  17%  or  so  consumers  pay 
on  credit  cards  and  the  9.3%  that  trust 
investors  get,  minus  servicing  costs  of 
the  portfolio.  The  very  substantial  dif- 
ference IS  booked  as  profit — even 
though  not  a  permy  of  that  interest 
has  yet  been  paid  by  the  cardholders. 

That's  permissible  under  current 
accounting  rules,  but  a  lot  of  accoun- 
tants don't  like  the  idea.  Neither  does 
the  Securities  &.  Exchange  Commis- 
sion, which  in  August  asked  the  Fi- 
nancial Accounting  Standards  Board 
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to  review  the  accounting  procedures 
for  credit  card  receivables  deals.  A  big 
problem  is  that  credit  card  balances, 
on  average,  stay  unpaid  for  only  six 
months  or  so.  And  the  trusts  last 
much  longer.  Which  means  some 
banks  have  taken  profits  on  the  sale  of 
assets  that  have  not  been  created. 
"We  could  not  believe  that  people 
would  recognize  a  gain  on  receivables 
that  don't  exist  yet,"  says  Christopher 
Lynch,  project  manager  at  the  ac- 
counting board. 

What  if  federal  lawmakers  or  more 
state  legislatures  cap  credit  card 
rates?  That  would  be  a  stupid  example 
of  consumerism  gone  wild,  but  it  is 
not  beyond  politicians,  who  don't 
know  much  about  economics  but  un- 
derstand how  votes  are  won.  Or  if  a 


recession  hits,  and  consumers  begin 
defaulting?  Besides  these  concerns, 
the  accounting  board  is  concerned 
that  the  sellers — the  banks — are  un- 
derestimating their  costs  for  servicing 
the  card  receivables,  and  consequent- 
ly overestimating  their  profits  from 
this  securitization.  "This  area  of  ac- 
counting is  screwed  up,"  says  John 
Stewart  of  Arthur  Andersen. 

One  thing's  for  sure:  Investors  in 
banks  and  other  asset-sellers  won't 
find  much  talk  of  such  contingent 
liabilities  in  their  financial  state- 
ments. Which  is  curious,  considering 
the  size  and  popularity  of  these  deals. 
The  First  National  Bank  of  Chicago 
and  FCC  National  Bank,  for  example, 
have  sold  nearly  half  their  $5.2  billion 
credit  card  portfolio,  and  MNC  Finan- 
cial Corp.,  parent  of  Maryland  Na- 
tional Bank,  has  sold  virtually  all  the 
$2.2  billion  portfolio  it  had  a  year  ago. 

Sears,  Montgomery  Ward  and  J.C. 
Penney  haven't  been  left  behind: 
They've  done  about  $1.5  billion,  ac- 
cording to  the  Asset  Sales  Report. 

Why  the  rush?  Banks  have  been 
spurred  in  part  by  impending  interna- 
tional capital  requirements.  By  1992 
most  banks  will  have  to  either  raise 
more  capital  or  shrink  their  assets. 
Given  the  choice  between  trying  to 
raise  capital  in  today's  sickly  market 
for  bank  stocks  and  trimming  assets, 
the  answer  is  obvious.  Asset  sales, 
from  noncore  businesses  to  credit 
cards  and  boats,  have  slimmed  Chem- 
ical, for  example,  from  $78.2  billion  a 
year  ago  to  $70  billion  today. 

Shrinking  assets  makes  sense.  Con- 
verting into  loan  originators  rather 
than  lenders  also  makes  sense  for 
banks.  But  should  they  be  permitted 
to  use  the  practice  to  swell  current 
profits? 

At  any  rate,  the  game  goes  merrily 
on.  Three  years  ago  Wall  Street  would 
deal  only  in  mortgage-backed  securi- 
ties, because  they  were  fairly  homoge- 
neous, carried  a  federal  stamp  of  ap- 
proval from  the  likes  of  Fannie  Mae 
and  had  an  active  secondary  market. 

But  today  automobile  loans  are 
commonplace.  Since  its  first  issue  in 
December  1985,  General  Motors  Ac- 
ceptance Corp.  has  bundled  nearly 
$12  billion  of  its  own  loans.  Now  as- 
set-backed securities  include  loans  on 
boats,  recreational  vehicles,  airplane 
leases  and  even  unsecured  personal 
loans.  There  have  even  been  "death- 
backed  bonds":  $446  million  of  poli- 
cyholder loans  on  life  insurance  poli- 
cies sold  by  Prudential  Insurance. 
And  all  governed  by  the  same  ac- 
counting and  disclosure  rules. 

What  next?  Can  securitized  good- 
will be  very  far  behind?  ■ 
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Americas  Tower 


177  AVENUE  OF  THE  AMERICAS 

A  50  story,  one  million  square  foot  office  tower  in 

granite,  steel  and  glass,  rising  in  the  heart  of 

New  Yorks  most  prestigious  corporate  thoroughfare. 

Occupancy  1990 


AMERICAS  TOWER  is  a  joint  venture  development  of  NYL  Development  Corporation,  an  Affiliate  of  The 
New  York  Land  Company;  and  K.G.  Land  New  York  Corporation  For  information  call  212-980-4649. 
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Shoe  StorV 

At  Sheraton,  we've  always  asked  our  employees  to  try  to 
imagine  themselves  in  our  guests'  shoes. 

But  even  we  w^re  a  bit  surprised  to  hear  about  the 
Sheraton  manager  v^tio  gave  the  shoes  he  was  wearing  to  one 
of  his  guests. 

It  seems  that  the  guest  was  about  to  go  on  a  job  interview 
utien  he  realized  that  he  had  forgotten  to  pack  shoes  to  go 
along  with  his  suit. 

Having  nowhere  else  to  turn,  he  sheepishly  called  the 
front  desk.  And  discovered,  as  luck  would  have  it,  that  he  and 
the  manager  had  the  same  shoe  size. 

So  the  manager  exchanged  his  shoes  for  the  guesfs 
sneakers.  And  we're  happy  to  report  that  the  interview  was 
a  success. 

Sheraton  employees  are  trained  always  to  remember  the 
little  things  that  make  such  a  big  difference. 

So  although  we  may  be  a  large,  woridwide  hotel  group 
with  nearly  500  hotels,  inns  and  resorts  in  more  than  60 
countries,  there's  one  thing  a  Sheraton  employee  never  loses 
sight  of:  wtien  it  comes  to  our  guests,  little  things  mean  a  lot. 

Call  Sheraton  at  800-325-3535.  Or  call  your  travel 
agent.  And  next  time  you're  away  from  home,  well  ("g| 
make  sure  you  put  your  best  foot  forward. 


Slu^raton 

The  hospitality  people  of 
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at  Industry  Hills  &  Sheraton  Resort,  City  of  Industry,  California.  ®  1988  The  Sheraton  Corporation. 
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Emerging  from  nicheland,  Clorox  has  got- 
ten mighty  P&G  riled  up.  But,  given  Clorox 
ambitions,  the  clash  was  inevitable. 

Battling  for 
a  bleachhead 


&«T\'  Mix>no' 


By  Alyssa  A.  Lappen 


IT  CAN  EASILY  COST  $100  million 
to  bring  a  single  new  product  to 
market  nationally,  and  eight  out 
of  every  ten  efforts  fail.  Even  so,  6,060 
new  consumer  products  were  intro- 
duced last  year,  more  than  double  the 
number  in  1980. 

Now  two  of  the  nation's  best- 
known — and  presumably  sawiest — 
consumer  products  outfits,  Clorox 
and  Procter  &.  Gamble,  have  decided 
to  go  toe-to-toc  in  )ust  such  a  high- 
risk  undertaking.  They  are  launching 
new,  brand-name  products  directly 
into  markets  already  dominated  by 
each  other.  Clorox,  the  nation's  lead- 
ing marketer  of  liquid  chlorine 
bleach,  is  coming  out  with  a  laundry 
detergent;  Procter  &.  Gamble,  the  na- 
tion's leading  maker  of  laundry  deter- 
gent, is  testing  a  liquid  bleach. 

Clorox  fired  the  first  salvo.  Having 
begun  by  test-marketing  a  laundry  de- 
tergent it  called  Wave,  the  company 
has  now  renamed  it  Clorox  Super  De- 
tergent and  is  rolling  it  out  in  western 


states  before  a  nationwide  marketing 
campaign,  probably  sometime  in  the 
near  future. 

Clorox  holds  over  50%  of  the  $660- 
million-a-year  bleach  market.  But 
with  sales  of  only  $1.3  billion  in  the 
year  ended  June  30,  it  is  a  mere  speck 
measured  against  the  P&.G  colossus 
(fiscal  1988  sales,  $19  billion). 

Obviously  not  happy  at  the  notion 
of  a  product  with  the  Clorox  brand 
name  poaching  on  its  own  roughly 
50%  share  of  the  estimated  $4-bil- 
lion-a-year  laundry  detergent  market, 
P&G  has  counterattacked  on  Clorox' 
home  turf.  In  September  P&G's  soap 
and  household  cleaners  head,  Stephen 
Donovan  Jr.,  fired  back  by  launching 
what  is  known  as  Tide  With  Bleach. 
Pointedly,  Donovan  is  pushing  the 
product  in  the  same  western  states 
where  Clorox  is  pushing  its  Super  De- 
tergent— and  then  some.  P&G  has 
also  begun  testing  its  own  liquid 
bleach,  called  Lemon  Fresh  Comet. 
Clorox,  in  turn,  is  promoting  its  own 
bleaches  much  more  heavily. 

What's  really  behind  this  bleach 


and  suds  one-upmanship?  Clorox 
Chairman  Charles  Weaver  and  Presi- 
dent John  Collins,  both  P&G  veter- 
ans, have  been  driven  for  years  by  a 
desire  to  lead  Clorox  into  the  consum- 
er products  major  leagues.  They  don't 
want  to  sell  just  bleaches  and  cleans- 
ers, but  a  whole  range  of  consumer 
products. 

In  the  past  Clorox  grew  quickly 
without  taking  huge  risks.  It  has  more 
than  doubled  sales  since  1979  by  add- 
ing niche  items  like  Tilex  mildew 
stain  remover  and  Clorox  Pre-Wash 
stain  remover,  and  by  expanding 
smallish  firms  like  Kingsford  (char- 
coal briquets)  and  acquiring  others 
like  Deer  Park  (water). 

By  clamping  down  hard  on  costs  as 
sales  grew,  Clorox  meanwhile  has 
doubled  its  net  margins,  to  10.5%, 
pulling  to  the  head  of  the  household 
products  industry  on  profitability, 
with  margins  exactly  twice  those  of 
P&G's.  Return  on  equity  is  20%,  an 
impressive  return  achieved  without 
benefit  of  leverage;  Clorox'  debt  is  just 
3.5%  of  capital. 

So  if  getting  into  the  detergent  busi- 
ness proves  costly,  Clorox  can  proba- 
bly afford  it.  But  if  the  effort  proves  a 
failure,  there  will  be  no  one  to  blame 
but  Weaver  and  Collins,  who  kicked 
awake  the  biggest  sleeping  dog  in  the 
industry  and  are  now  beginning  to 
hear  him  growl. 

"Procter  &  Gamble  will  fight  a 
guerrilla  war,"  predicts  Hercules  Se- 
galas,  head  of  Paine  Webber's  consum- 
er products  investment  banking  group 
and  a  veteran  of  Procter  &  Gamble. 
Segalas  thinks  P&G  will  not  only 
fight  Clorox  Super  Detergent  but  will 
also  go  after  Clorox  bleach  at  the 
same  time.  Making  bleach  is  simple 
and  Procter  knows  how.  Not  only  did 
it  actually  own  Clorox  for  many  years 
before  being  forced  to  spin  it  off  in  an 
antitrust  suit  in  1969,  but  it  has  been 
adding  bleaches  of  various  sorts  to 
many  of  its  cleanser  and  detergent 
products  for  years  anyway. 

P&G  has  already  picked  up  perhaps 
15%  of  the  bleach  market  in  its  Indi- 
ana tests,  and  that  could  spell  trouble 
for  Clorox,  which  gets  close  to  half  its 
profits  from  bleach.  Gross  margins  on 
bleach  are  more  than  75%;  on  deter- 
gent they  are  about  40%.  So  if  P&G 
starts  cutting  deeply  into  Clorox' 
bleach  business,  Clorox  will  also  find 
itself  having  to  cut  deeply  into  P&G's 
detergent  business,  just  to  stay  even. 

It  looks  like  a  rough  fight.  Clorox 
could  have  avoided  it,  but  that  would 
have  meant  remaining  forever  a  niche 
player.  Clearly,  Clorox  has  bigger  am- 
bitions. Those  ambitions  will  soon  be 
tested.  ■ 
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^  Management  ttieorist  Peter  Drucker  has  stated 
tiat  "ttie  only  competitive  advantage  ttiat  ttie 
J.S. ...  can  tiave  in  world  markets  lies  in  making 
Tiore  productive  its  one  abundant  resource: 
Deople  witti  long  years  of  sctiooling.  For  ttie  rest 
Df  ttiis  century— and  far  into  ttie  next  one— tfie 
:ompetitive  battle  in  botti  domestic  and  world 
markets  will  be  won  or  lost  in  terms  of  wtiite- 
:ollar  productivity." 

More  than  anything  else,  it's  money— much  of 
it  in  the  form  of  capital  investment  in  computer- 
based  equipment-that  boosts  white-collar 
productivity.  For  years,  white-collar  workers  were 
undercapitalized  compared  with  their  brethren  in 
manufacturing  and  agriculture,  but,  finally,  U.S. 
capital  investment  in  the  typical  office  worker 
has  outstripped  capital  investment  in  the  typical 
factory  worker 

.  "Organizations  have  discovered  that  integrated 
\  systems  allow  dramatic  improvements  in  produc- 
itivity,"  says  David  Yelton,  a  coordinator  of  tactical 
Inarketing  at  Eastman  Kodak's  business  imaging 
systems  division.  "The  goal  is  to  keep  workers' 
electronic  in-baskets  filled  and  to  keep  work 
moving  smoothly  by  defining  the  steps  needed  to 
complete  a  job,  then  providing  the  tools  needed 


Messenheimer,  president  of  AIM  Consulting 
&  Publications,  a  Natick,  Mass.-based  consulting 
firm  specializing  in  advanced  technology  issues. 
"The  successive  waves,  though,  are  qualitative, 
too.  Automation  starts  to  augment— baseline 
performance  criteria  get  redefined;  the  func- 
tional boundaries  of  work  groups  begin  to  expand. 
Ultimately,  automation  can  trigger  a  metamor- 
phosis not  only  of  the  original  task  but  of  the 
enterprise  itself." 


to  complete  those  steps." 

This  White  Paper  to  Management  prepared 
for  Forbes  readers  by  CIO  Publishing,  Inc.— 
publisher  of  CIO,  the  magazine  for  information 
executives— explores  the  ways  computer  sys- 
tems are  being  integrated  and  connected  and 
how  this  is  changing  the  lives  of  executives  and 
professionals  and  their  organizations. 

Boosting  productivity— that  is,  the  conventional 
output  measured  against  input— is  only  the 
beginning. 

"Automation's  first  wave  is  quantitative- 
more  people  doing  a  traditional  task  faster, 
cheaper,  or  whatever— a  prolificacy,"  says  Susan 


The  Electronic  Lifestyle 

Automation  breeds  more  automation.     . 

"We've  seen  a  lot  of  growth  in  hardware, 
because  we  have  had  the  applications  that  have 
helped  to  improve  office  productivity,"  says 
Dave  Norman,  cofounder  and  chairman  of 
Businessland,  Inc.  "Now,  a  lot  of  growth  is 
coming  from  the  connectivity  of  these  products 
with  one  another  and  with  minicomputers  and 
mainframes. 

"Once  a  company  decides  that  it  is  going  to 
connect  all  departments  or  the  entire  organiza- 
tion," Norman  continues,  "suddenly  everybody 
needs  a  personal  computer.  So  networking  is 
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driving  a  lot  of  PC  sales  at  this  point.  In  1989 
and  '90,  witti  the  applications  that  run  under 
new  operating  systems,  we  will  see  a  major 
surge  in  software." 

Gurus  have  been  touting  the  need  for  automa- 
tion for  years.  So  what  has  driven  organizations 
to  automate  now?  Demographics. 

A  CHANGING  WORK  FORCE 

The  baby  boom  generation  is  all  grown  up  and 
on  its  heels  is  what  many  are  calling  the  "Baby 
Bust"-a  plummet  in  birth  rates  caused  by  those 
who  chose  to  postpone  or  forego  bearing  and 
raising  children.  The  baby  bust  is  resulting  in  a 
sharply  reduced  pool  of  work  force  entrants- 
and  the  trend  will  continue  through  the  end  of  the 
millennium. 

The  effects  of  this  demographic  twist  will  be 
widely  felt: 

•    More  than  90%  of  those  who  will  be  working 
in  1990  and  75%  of  those  who  will  be  working  in 


2000— are  already  in  the  work  force  now.  In 
1995,  prime  age  workers  (those  who  are  25  to 
54)  will  comprise  roughly  75%  of  the  U.S.  work 
force,  up  from  64%  in  1982  and  61%  in  1970. 

•  White  collar  workers  now  constitute  53%  of 
the  U.S.  workforce,  according  to  the  American 
Productivity  Center,  and  70%  of  the  nation's 
payroll— about  $1,000  billion  in  annual  compen- 
sation. 

•  Clerical  staff  size  is  growing  more  slowly, 
says  the  U.S.  Bureau  of  Labor  Statistics,  and  will 
become  slower  still  through  the  1990s. 

•  Meanwhile,  corporate  middle  management 
ranks  have  been  dramatically  thinned  in  the 
1980s,  and  those  who  remain  are  often  doing 
jobs  previously  handled  by  two  or  more  people. 

•  Inevitably,  then,  workers  with  critically 
needed  technical  skills  will  be  retiring  at  an 
increasing  rate— but  in  many  fields  the  number- 
of  required  replacements  is  not  in  the  pipeline. 
What's  rising  is  the  number  of  high  school 
dropouts.  Also  climbing  is  the  number  of  func- 
tional illiterates,  which  is  estimated  today  at  23 
million  adults. 

An  aging  work  force.  Jobs  requiring  higher 
technical  skills  and  more  talent  than  ever  before. 
And  not  enough  new  workers  with  the  necessary 
qualifications. 

This  is  the  forthcoming  New  Age.  In  it,  net- 
works of  computers  and  automated  systems  will 
handle  routine  tasks  once  performed  by  the 
mooerately  skilled.  Qualified,  talented  workers 
will  be  scarce.  And  corporations  will  find  it 
worthwhile  to  invest  in  the  automated  tools  that 
not  only  hike  productivity  but  also  attract  and 
keep  highly  skilled  and  talented  employees. 


THE  PORTABLE  EXECUTIVE 

Because  computers  are  being  connected  with 
one  another,  networked  into  vast  communicatini 
systems,  the  desktop  upon  which  many  execu 
fives  and  professionals  work  is  moving. 

"Personal  computers  no  longer  have  to  be  tiei 
to  the  office,"  says  John  Rehfeld,  vice  president 
and  general  manager  of  Toshiba  America's 
information  systems  division.  "They  now  can  fit 
into  the  lifestyle  of  the  modern,  upwardly  mobile 
professional  who  needs  computing  power 
anywhere— at  the  office,  at  home,  on  the  road  or 
on  vacation." 

Of  the  9.3  million  business/professional  PCs 
shipped  this  year,  about  a  million  of  them  are 
laptops  such  as  those  from  Zenith,  NEC,  Toshiba 
and  Grid  Systems  Corp. 

These  small  computers  pack  just  about  the 
same  punch  as  their  full-sized  counterparts. 
"There's  a  large  group  of  end  users  who  need  a 
balance  between  power  and  portability,"  says  Jimi 
Bartlett,  marketing  manager  for  laptop  computer5| 
at  NEC  Home  Electronics.  "Their  applications  are 
sophisticated,  yet  they  are  also  price-conscious, 
demanding  all  the  functionality  of  a  desktop  at  a 
competitive  price." 

"For  the  first  time,"  says  John  Frank,  president 
of  Zenith  Data  Systems,  "the  advanced  desktop 
PC  and  portable  PC  worlds  have  merged." 

Zenith's  TurbosPort  386,  NEC's  ProSpeed  386 
and  Toshiba's  T5200  are  all  built  around  an 
80386  Intel  Corp.  32-bit  microprocessor.  These 
machines  offer  one-  or  two-megabyte  random 
access  memory,  a  1 .44-megabyte  floppy-disk 


PORTABLE  PCS:  SPREADING  DATABASE 
SERVICES  FAST 

In  the  fast-paced  financial  marketplace, 
deals  are  won  and  lost  in  an  instant,  as 
the  folks  at  Knight-Ridder's  Moneycenter 
well  know  They  are  part  of  Knight-Ridder 
Business  Information  Services,  a  division 
of  the  t^iami-based  publishing  company 
Knight-Ridder  and  they  provide  financial 


quotation  services  to  a  variety  of  financial 
market  customers. 

Moneycenter  staffers  are  using  porta- 
ble personal  computers  from  Toshiba  for 
a  number  of  applications,  but  one  of 
the  most  useful  is  in  a  two-way  dial-up 
network  to  communicate  with  the 
Moneycenter  from  the  field. 

Thomas  Schmatz,  a  Knight-Ridder 
special  projects  engineer  is  working  to 
get  the  Toshiba  portables  certified  for  use 
with  the  Moneycenter  service,  in  which 
customers  can  dial  up  price  data  via  their 
own  personal  computers.  The  Moneycen- 
ter provides  real-time  information  on  U.S. 
Treasuries,  foreign  exchange  and  com- 
modities markets. 


Schmatz  wants  to  provide  the  Money- 
center's  50  or  so  salespeople  with 
Toshiba  portables— the  smallest  weighs 
in  at  just  6.4  pounds— so  that  Money- 
center  capabilities  can  be  demonstrated 
in  real  time  during  sales  calls. 

"Speed  is  our  business,"  Schmatz 
says.  "Sometimes  seconds  can  make  or 
break  a  deal  in  this  industry.  The  Toshiba 
portables  are  giving  us  more  flexibility  in 
getting  information  to  the  customer  when 
and  where  it  is  needed. 

"And  the  Toshiba  portables  allow  us  to 
simulate  the  PC  environment  in  the  field 
with  relative  ease,"  he  adds.  "We  can 
provide  on-line  demonstrations  to  our 
customers,  so  they  can  see  our  database 
in  action  with  spreadsheet  software." 


Vfe  Could  Wite  A  Book 

On  Networidng¥)ur  Business. 

For  A  SmairFee,^^WilL 


No  doubt,  you've  considered 
letworking  your  PCs.  How  can  you 
ivoid  it?  Thafs  all  you  read  about 
hese  days. 

But  nobody's  really  telling  you  what 
f  11  take  to  do  it  right. 

Businessland"  has  a  program  that 
Arill  do  just  that.  If  s  called,  "Expert! 
rhe  LAN  Planner'.' 

For  a  fee  of  just  $395f  a 
Businessland  systems  engineer  will 


come  to  your  office,  talk  about  your 
business  and  go  through  your  operation. 
Using  the  Businessland  LAN  planning 
workbook  you  have  completed,  he'll 
put  together  a  detailed  LAN  plan  that 
gives  you  all  the  information  you  need 
to  make  a  sound  networking  decision. 

Your  plan  will  include  all  the 
specifics  you  need  to  connect  your 
current  equipment.  Which  hardware. 
Which  software.  How  it  should  be 


connected.  What  it'll  do  for  you. 
And  should  you  decide  you'd  like 
Businessland  to  do  it,  the  exact  costs 
and  time  involved. 

If  planning  a  LAN  is  keeping  you 
up  nights,  call  1-800-328-8383  for  the 
Businessland  Center  nearest  you. 
We'll  give  you  some  good  reading. 

BUSIieSSiMO^ 

A  Different  Kind  of  Computer  Company 


"Includes  LAN  planning  workbook  and  3  hours  of  systems  engineer  time.  Businessland  and  the  Businessland  logo  are  registered  trademarks  of  Businessland  Inc. 
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These  Kodak  cameras  take  hard-working  pictures 

that  can  help  save  time  and  money  in  offices  and  printing 

plants.  And,  in  hospitals,  help  save  lives  as  well. 

One  is  a  component  of  an  image  transmission 
system  which  can  send  an  x-ray  image  across  a  hospital 
in  seconds,  or  across  the  country  in  minutes. 

Another,  a  Kodak  duplicator,  uses  advanced  optical 
technology  to  turn  out  business  documents  at  a  rate 
of  6,000  an  hour 

Then  there's  the  microfilmer  which  is  part  of  an 
information  system  that  can  process  and  distribute 
documents  digitally,  retrieve  them  in  seconds. 

And  the  digital  camera  which  is  a  component 
of  a  system  that  reduces  the  process  of  "separating"  a  color 
photograph  for  reproduction  to  a  few  minutes  at 
the  screen  of  a  computer 

just  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  1 800  445-6325,  Ext.  960. 


The  new  vision  of  Kodak 


i)  Eastman  Kodak  Coffipjnv:  I')ti7 
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drive,  at  least  40  megabytes  of  hard-disk  storage, 
graphics  support  and  expansion  slots-all  in  a 
space  no  larger  than  15  inches  by  14  inches  by 
five  inches  and  weighing  no  more  than  18 
pounds.  Prices  range  from  $7,699  to  $9,499. 

NEC's  UltraLite  laptop,  with  an  NEC-proprietary 
CPU,  is  even  smaller  and  less  expensive-eight 
inches  by  12  inches  by  1.4  inches  and  weighing 
in  at  4.4  pounds.  Its  features  include  a  600  by 
400  pixel  screen,  graphics  support,  a  full-size 
keyboard,  an  optional  3.5inch  disk  drive,  a  one- 
or  two-megabyte  hard  disk,  a  built-in  battery  a 
built-in  Hayes  fVlicrocomputer  modem  and  a 
pricetag  under  $4,000. 

Integrating  the  Pieces  of  the 
Electronic  Pie 

"The  information  management  system  of  the 
1990s  must  embrace  all  forms  of  business  infor- 


mation, no  matter  what  form  it  takes— text,  data, 
image  or  voice;  no  matter  where  it  is  located— 
on  a  mainframe,  minicomputer,  or  PC,  and  no 
matter  which  vendor's  equipment  is  used," 
says  Fred  Wang,  president  and  chief  executive 
officer  of  Wang  Laboratories.  "Any  system  that 
cannot  integrate  100%  of  information  will  be 
uncompetitive." 

Through  the  rest  of  this  millenium  and  into 
the  next  one,  integration  solutions  will  continue 
to  evolve: 

•  A  new  and  very  powerful  generation  of 
computers  is  available  for  less  than  the  price  of 
a  pickup  truck. 

•  Vendors  are  abiding  by  standards  for  com- 
munications and  software  development. 

•  Existing  technologies  are  being  creatively 
combined— as  in  PCs  and  local  area  networks, 
PCs  and  facsimile  and  modems,  desktop 
publishing. 

•  Entirely  new  capabilities  are  being  readied 
to  augment  and  even  metamorphose  user 
organizations-as  in  optical  technologies  and 
artificial  intelligence. 

STANDARDS 

The  challenge  lies  not  only  in  integrating  all 
manner  of  new  systems  and  technologies,  but 
also  in  creating  necessary  links  between  old  and 
new.  This  will  be  achieved  only  through  the 
acceptance  of  standards,  whether  they  be  for- 
mal'y  and  equitably  developed  or  the  de  facto 
domination  of  the  most  popular  products  at 
market. 


"Users'  previous  investments  must  be 
protected— investments  not  only  in  hardware  anl 
networks,  but  also  applications  softvi/are,"  says 
Paul  Demko,  vice  president  of  communications 
systems  development  at  Wang  Laboratories. 
"The  investment  of  several  hundred  billion  dollal 
in  the  installed  base  of  technology  cannot  be 
ignored.  These  hardware,  software  and  networkj| 
must  be  effectively  utilized  in  the  new  standard- 
ized environment  as  long  as  they  have  value." 

The  standard  attracting  the  most  attention 
these^lays  is  the  International  Standards  Organi-| 
zations'  seven-level  model  for  Open  Systems 
Integration  (ISO/OSI),  which  establishes  ground  | 
rules  for  connectivity  at  each  layer.  Ideally,  all 
products  adhering  to  the  OSI  model  will  be  able  | 
to  share  all  networks  and  devices. 

THE  IMPORTANCE  OF  OPERATING 
SYSTEMS 

All  system  integration  occurs  in  a  context,  and 
that  context  is  the  operating  system.  As  users 
clamor  for  the  ability  to  send  and  access  infor- 
mation anywhere  in  their  organizations,  vendors} 
understand  that  users'  systems  must  run  under 
one  operating  system,  or  at  least  compatible 
operating  systems,  which  become  de  facto 
standards  themselves.  Thus  IBM  proffers  SAA 
(Systems  Application  Architecture),  a  strategy 
for  software  development;  Digital  Equipment 
offers  DECnet  and  its  VAX  architecture. 

CONNECTIVITY 

Personal  computers  are  unquestionably  the 
preferred  desktop  workstation  for  end  users. 


The  Network  Revolution 

(Worldwide  Installed  Base  of  Business/Professional  and  Scientific  Personal  Computers  and  PC  LANs) 

As  the  personal  computer  increasingly  becomes  ttie  corporate  workstation  ofctioice.  users  are  discovering  the  efficiencies  of  resource  sharing  by 
means  of  local  area  networks  (LANs)  that  link  together  departmental  or  workgroup  PCs.  So  important  is  the  need  for  such  links  that  by  1992  over 
40%  of  all  business/professional  and  scientific  PCs  in  use  will  be  part  of  a  PC  LAN— up  from  less  than  20%  in  1988. 

Millions  of  Units  Installed  A  Value  of  1987  Worldwide 

Shipments  of  Personal 
Computers:  $29. 9  Billion 
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NEC,  1% 

Toshiba,  1% 

Wang  1% 

AT&T.  2% 

DEC  3% 


Apple.  9%\ 
Compaq,  7%l 
-  Zenith,  6%\ 


Hewlett-Packard  5<i 
Tandy /Grid,  4%m.y 


Source:  International  Data  Corporation 
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Saying  you've  got  the  best  choice  in  a  cq)ier  is  one  thing. 

Having  saneone  say  it  for  you  is  quite  another. 

Recently,  the  Minolta  490Z  was  declared  "the  strongest 
contender"  by  BLI,  a  leading  independent  testing  lab. 
•  Maybe  they  were  impressed  by  the  extraordinary  Simul- 
cdffl-"  process.  (The  490Z  delivers  two-cotor  copies  in  a  single 
step,  faster  than  any  two-cotor  copier  in  the  world.)  Or  the  50 
to  200%  zoom  ratio.  Or  its  simple  duplexing. 

Simul-color  is  a  irademalK  of  Minolia  Corporation.  ©  1988  Minolta  Corporation 


Whatever  it  was,  we're  happy  to  have  been  judged  "the 
strongest  contender"  in  our  class. 

But  we'd  be  much  happier  if  you  called  1-800-USA-DIAL, 
Ext.  777  fa-  the  Minolta  dealer  nearest  you. 

Where  you  can  judge  fffl"  yourself. 


COLOR  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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THE  HAYES  SMARTMODEM  1200/"  Perfect  for  the  home  office  or 
when  you  have  to  bring  the  office  home. 

THE  HAYES  V- SERIES  SMARTMODEM  2400"  With  data  compres- 
sion dehvers  4800  bps  and  beyond  with  error-control  over  dial-up 
lines.  PC-to-PC  or  PC-to-Host. 


THE  HAYES  SMARTMODEM  2400.'"  Higher  speeds  for  business.  Pk 
the  ability  to  go  from  PC  to  any  synchronous  or  asynchronous  Host 

THE  HAYES  V-SERIES  SMARTMODEM  9600."  Throughput  of  19.20 
bps  with  error-control.  PC-to-PC.  PC-to-Host.  Or  PC-to-LAN.  Over  dia. 

up  lines.  C  19&S  Hayes  Microcomputer  Products,  In. 
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At  Hayes  we  make  a  number 
of  different  modems.  Stand-alone 
and  internal.  No  one  is  right  for 
everyone,  but  one  is  right  for  you. 

Whether  your  communication 
needs  are  PC-to-PC.  PC-to-Host.  or 
PC-to-Network,  we  have  the  modem 
that  will  best  address  the  specific 
tasks  you  need  completed. 

And  we  have  the  perfect  com- 
panion software,  because  we  design 
it  ourselves.  Our  Smartcom  family 
of  software  offers  a  full  range  of 
capabilities  that  will  satisfy  the 
communication  needs  of  both  the 


^D  ONE  MODEM 

IS  RIGHT  FOR  EVERYBODY. 

UNLESS  IT'S  A  HAYES. 


power  user  and  the  novice. 

We've  also  created  peripheral 
and  enhancement  products  designed 
to  expand  your  system  and  improve 
its  overall  performance. 

The  sum  of  these  products  is  a 
company  that  provides  users  total 
solutions  to  all  their  communication 
problems.  Using  ordinary 
dial-up  phone  lines. 

So  while  it's  not  true 
that  one  modem  is  right 
for  everybody  it  may  very  well  be 
true  that  one  modem  maker  is. 


For  your  nearest  Hayes  dealer,  call  SOO-635-1225.  Hayes  Microcomputer  Products.  Inc..  PC.  Box  105203.  Adanta,  GA  30348. 
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J/series 

Smartmodem9600 
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Hayes. 
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not  only  for  in-house  computing  and  intra- 
organizational  data  communication,  but  also  for 
sending  inter-organizational  electronic  mail  and 
accessing  public  information  databases.  As  PCs 
are  increasingly  used  for  inputting  to  facsimile 
devices  and  as  telex/TWX  terminals,  tfiis  prefer- 
ence will  be  cemented. 

Voice  communications  systems,  meanwtiile, 
are  used  for  credit  authorization  and  collections, 
and  many  large  organizations  tiave  installed 
voice  mail  systems  to  ease  ttieir  need  for  clerical 
labor  witfiout  sacrificing  responsiveness. 

Video  imaging  capability  is  also  being  injected 
into  information  systems.  Now  available  from 
sucti  vendors  as  Eastman  Kodak  are  multimedia 
document  and  data  storage  and  retrieval  systems, 
graptiics  workstations,  and  new  control  software 
that  merges  video,  text  and  numerical  data. 
Personal  Computers 
The  new  generation  of  personal  computers 
based  on  powerful  32bit  microprocessors  is 


delivering  capabilities  not  seen  before  at  the 
desktop: 

•  Better  user  interfaces:  IBM's  new  generation 
of  personal  computers,  the  PS/2  line,  and  the 
compatibles  competing  with  it— like  the  Tandy 
4000, 4000LX  and  5000MC-are  employing 
graphics,  menus,  icons  and  multiple  windows— 
the  same  user-interface  elements  that  made 
Apple's  Macintosh  workstation  so  popular 

•  Better  displays:  Higher  screen  resolution, 
graphics  software  that  exploits  new  systems' 
power  and  ubiquitous  color  are  hallmarks  of  the 
new  PC  generation. 

•  Multitasidng:  The  new  PCs'  greater  power  al- 
lows them  to  handle  several  jobs  simultaneously 

•  More  memory  and  output  support:  The  new 
PCs  can  support  more  powerful  peripherals- 
printers,  big-screen  graphics  terminals,  high- 
capacity  disks.  And  these  devices,  like  compu- 
ters, are  getting  less  expensive. 

•  Built-in  communications,  notably  modems 
and  facsimile  boards. 

Local  Area  Networks 
Lower  prices  have  put  PC-based  local  area 
networks  (LANs)  within  reach  of  even  the  small- 
est organization.  More  than  100  vendors  offer 
some  kind  of  PC  LAN  hardware  or  software. 
Aside  from  the  cost  of  the  PCs  themselves,  a  PC 
LAN  can  be  installed  for  less  than  $1,000  per 
station. 

Little  wonder,  then,  that  PC  LANs  are  the  main 
road  to  connectivity  for  PC  users.  According  to 
market  researcher  International  Data  Corp.,  nearly 
17%  of  the  business/professional  and  scientific 
PCs  now  in  use  are  part  of  a  PC  LAN,  such  as 


those  offered  by  Xerox,  Tandy,  AT&T  and  Apple, 
By  1992,  International  Data  Corp.  notes,  some 
four  million  LANs  will  link  almost  50  million  work 
stations.  Of  these,  95%  will  be  PC  LANs. 
Modems 

Data  are  often  exchanged  inter-organizationally 
via  PCs  and  dial-  up  modems  (modulator/ 
demodulators  that  convert  data  for  transmission 
over  telephone  lines).  These  days,  modems  are 
getting  faster,  which  means  users  spend  less  on 
telephone  line  charges. 

Among  PC  users,  the  2400-bits-per-second 
(bps)  modem,  costing  around  $1,000,  is  stan- 
dard. Increasingly,  1200-bps  and  2400-bps 
modems  are  being  built  into  PCs.  A  modem  has 
been  built  into  Minolta's  PCW-1  office  work- 
station. Zenith  and  Apple  personal  computers 
include  1200-bps  modems. 

The  leading  edge  of  dial-up  modems  is  even 
faster.  For  instance,  Hayes  Microcomputer's  V- 
Series  Smartmodem  9600,  priced  at  $1,299, 
offers  a  maximum  input  speed  of  19,200  bps  and 
boasts  error  control,  flow  control  and  adaptive 
data  compression. 
Integrated  Office  Systems 
These  allow  users  to  access  and  manipulate  a 
variety  of  information  types— text,  numerical 
data,  graphics-and  share  such  peripherals  as 
printers  and  document-storage  systems.  Fea- 
tures common  to  most  integrated  office  systems 
(lOSs)  include  word  processing,  spreadsheet 
analysis,  graphics,  database  management, 
electronic  mail  and  the  ability  to  add  third-party 
business  applications. 


■WE  USE  WHAT  WE  SEW 

Businessland—wtiich  sells  personal 
computers,  local  area  networks  and 
system  integration  services— is  one  of  ttte 
fastest  growing  companies  in  ttie  country. 
Its  employees,  beginning  witti  cofounder 
and  chairman  Dave  Norman,  attribute 
some  of  that  success  to  the  company 's 
own  network— 130  LANs  in  93  field 
centers  in  the  U.  S  and  the  UK. 

The  networks  support  some  1. 100 
nodes— 70%  of  them  IBM  PCs  and  com- 
patibles. 30%  Macintosh  workstations— 
and  are  linked  to  Businessland's  three 
IBM  System/38  computers  at  its  San 
Jose,  Cal.  headquarters.  The  LANs  are 
linked  via  2,400-bps  dial-up  lines. 

The  company's  2,400  employees  can 
share  resources  and  communicate  via 
B-Mail,  Businessland's  electronic  mail 
system. 

"B-Mail  is  a  lot  more  than  just  a  mes- 
saging system  for  us,"  says  Business- 
land's  director  of  marketing,  Peter  Hayes. 
"We  use  it  as  a  document  distribution 
racility.  B-Mail  is  our  way  of  distributing 
software,  program  updates,  business 
management  reports  and  product  price 


and  availability  information.  And  we  now 
have  B-Mail  links  to  many  of  our  vendors, 
resulting  in  a  tremendous  consolidation 
of  man-hours  spent  on  a  particular 
project." 

B-Mail  is  making  customer  support 
more  efficient,  too. 

"When  you  consider  that  Businessland 
engineers  are  installing  400  local  area 
networks— or  about  4. 000  to  5, 000 
nodes— for  customers  each  month."  says 
Hayes,  "you  can  imagine  the  number  of 
inquiries  we  get  and  why  a  quick  re- 
sponse is  a  necessity." 


Businessland's  LANs  also  support  the 
Quote  System,  a  method  of  logging 
customer  proposals  and  generating 
invoices.  Availability  of  some  1.700  parts 
are  updated  daily  at  headquarters  and 
broadcast  over  the  network. 

"The  Quote  System."  Hayes  explains, 
"is  a  tool  that  enables  marketing  reps  to 
handle  a  lot  more  business.  Prior  to  this, 
the  reps  were  preparing  quotes  manually 

"The  LANs  have  essentially  changed 
the  way  we  do  business,"  Hayes  says. 
"People  are,  quite  simply  getting  a  lot 
more  done  than  they  could  before.  And 
the  ability  to  share  resources  has  reduced 
our  expenses  and  support  staff" 

Cofounder  Norman  and  Hayes  both 
believe  the  network  is  responsible  for  a 
doubling  of  sales  per  employee  in  the  last 
four  years-from  $156. 000  in  1984  to 
$342,000  last  year  And  1988's  figures 
are  climbing  even  higher—  for  the  firm 's 
third  fiscal  quarter,  ended  March  31, 
sales  per  employee  stood  at  $400, 000 
and  companywide  productivity  is  esti- 
mated to  have  increased  40%  over  1987. 
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ZENITH  UWE/LS  THEAT-COMRATIBLE  COLLECTION. 


^'ENITH  INNOVATES  AGAIN-Zenith's  collection  of  AT  com- 
■  afibles  began  with  ttie  Z-386r'  An  introduction  ttiat  ustiered 
I  such  industry  firsts  as  zero  wait  states,  cache  memory  and 
lushware-for  greater  speed  and  faster  memory  access.  Once 
gain.  Zenith's  constant  pursuit  of  innovative,  user-relevant 
jchnology  has  created  faster,  better  computers. 

The  new  Z-248/1 2  '•  and  Z-286  LP  "•'  desktop  PCs.  Two 
lew  masterstrokes  that  respond  to  today's  need  for  smaller 
jze  and  maximum  expansion.  Two  more  reasons  why  Zenith 
;  the  leading  supplier  of  AT-compatible  systems. 

The  compact  Z-286  LP  combines  a  four-inch  low  profile 
nd  spoce  saving  small  footprint  with  performance  you'd 
.xpect  from  a  unit  three  times  its  size. 

The  Z-286  LP  comes  standard  with  1MB  RAM- 
'xpondable  to  6MB  without  using  an  expansion  slot.  Generous 
[nemory  capacity  to  run  new  MS  OS/2'''  applications.  And 
vith  a  single  3.5"  floppy  and  fast  40MB  hard  disk  you  have 
iruly  impressive  storage  capacity. 


The  Z-248/12  is  among  the  fastest  286  systems  available. 
Its  zero  wait  state  design  magnifies  its  12MHz  to  speed  past 
16MHz  systems  with  wait  states. 

The  Z-248  is  also  standard  with  1  MB  RAM  and  is 
expandable  up  to  6MB  without  using  an  expansion  slot. 
However,  four  open  expansion  slots  can  artfully  handle  future 
growth.  Configurations  of  5.25,"  3.5"  floppy  or  40, 80  and 
160MB  hard  disks  truly  expand  all  your  options. 

With  breakthrough  after  breakthrough,  these  new 
computers  are  yet  further  proof  that  Zenith's  AT-compatibles 
define  the  State  of  the  Art.  See  the  "AT  Collection"  now  showing 
of  your  Zenith  Data  Systems  authorized  dealer.  For  your  nearest 
location  call:  1-800-553-0350. 

^gawi  data 
' systems 

THE  QUALITY  GOES  IN  BERDRE  THE  NAME  GOES  ON* 


■T  ,5  a  registereo  traaemork  of  iBM  Corp 
.'S  OS/2  IS  c  tfoCemarK  of  Microsoft  Corp 


1988,  Zenirti  Data  Systems 


When  the  Class  of  V6  wante 
and  communications  worke 


I 


Recently,  a  group  of  curit^us  third  graders 
visited  NEC.  We  showed  them  what  we've 
shown  thousands  of  curious  executives— that 
in  today's  business  world,  increased  produc- 
tivity starts  with  a  concept  called  C&C. 
Computers  and  Communications  working 
together  C&lC  is  an  effective  solution  for  the 
managing  and  moving  of  information. 

\j'Si\x   Computers  and  Comnxjnications 


In  your  office,  C&C  means  quality  NEC 
products  such  as  advanced  personal  com- 
puters, digital  telephones,  and  high-speed 
facsimile  terminals,  all  working  together 
through  a  powerful  Information  Managemen 
System  (IMS). 

For  your  corporation,  it  means  local  anc 
wide  area  networks,  using  NEC  technology  t 


: 


)  learn  how  computers 
bgether,  NEC  showed  them* 


ry  voice,  data,  text  and  image  information 
)und  a  building.  Or  around  the  world. 

Today,  NEC  has  an  impressive  record  of 
ving  complicated  networking  problems  for 
upanies  of  all  sizes.  Whether  it's  creating 
dv  first  system,  or  adding  to  an  existing  one, 
're  with  you  every  step  of  the  way. 

If  you'd  like  to  learn  how  Computers  and 


Communications  can  work  together  for  your 
business,  please  write  or  call: 


NEC  America,  Inc.,  Corporate  Marketing, 

8  Old  Sod  Farm  Road,  Melville, 

New  York,  11747 

Telephone: 

1'800'338'9549 


NEC 
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There  are  three  kinds  of  lOS  software  offerings: 
those  running  on  proprietary  minicomputer 
architectures  lil<e  Wang  Office,  those  running 
under  the  Unix  operating  system,  and  those 
designed  for  PC  LANs,  such  as  Wang's  LAN 
Office.  LAN  Office  can  run  entirely  in  a  LAN 
environment  or  can  be  gatewayed  to  Wang  Office 
on  a  Wang  VS  minicomputer. 

f\/linolta's  Office  Systems/PCWs-integrated 
workstations  for  secretaries,  can  be  linked  by  a 
new  Minolta  LAN,  allowing  ROW  users  to  access 
peripherals  like  the  Minolta  SP130  laser  pnnter, 

PBXs 

Private  branch  exchange  systems-like  NEC's 
NEAX2400-are  being  used  to  connect  computer 
and  voice  communication  systems.  Most  PBXs 
shipped  today  are  digital  and  some  will  handle, 
for  instance,  automatic  call  distribution,  voice 
mail,  data  communications,  shared  tenant  admin- 
istration, and  highspeed  transmission  (T-1) 
connections. 


"Until  five  or  ten  years  ago,  the  PBX  was  a 
mechanism  to  communicate  by  voice,"  says 
Mark  Koenig,  PBX  planning  manager  at  AT&I 
"That's  changing.  It  isn't  just  a  voice  switch;  it's 
a  communications  controller." 

NEC  America's  SIM  PBX  handles  as  many  as 
464  lines  and  3,200  busy  hour  call  attempts,  and 
the  firm's  Eleclra  Mark  II  hybrid  PBX  boasts 
integrated  voice  messaging. 

Facsimile 

As  facsimile  transmission  speeds  have  climbed 
and  costs  have  plunged,  and  vendors  have 
added  convenience  features  that  make  fax  easy 
to  use,  sales  of  facsimile  devices  have  ballooned. 
A  fax  machine  is  now  considered  de  rigueur,  and 
larger  companies  are  installing  fax  networks  to 
work  with,  or  sometimes  instead  of,  other  com- 
munications techniques. 

Facsimile  machines  are  available  from  NEC, 
Toshiba,  Tandy  and  AT&T  among  many  others. 
Most  fax  devices  now  transmit  a  page  in  a 
minute  or  less.  NEC's  NEFax  20  and  AT&T's 
35100  transmit  a  page  in  fewer  than  20  seconds. 

Even  higher-speed  devices  (called  Group  IV  fax 
after  the  agreed-upon  transmission  standard) 
send  a  page  in  less  than  ten  seconds.  NEC's  BitIV 
is  a  Group  IV  fax  machine. 

Today's  fax  machines  are  feature-packed,  too. 
Some  are  portable-Tandy's  TandyFax  1000 
weighs  in  at  13  pounds  and  includes  a  display,  a 
24-hour  timer,  built-in  memory,  automatic  dialing 
and  a  telephone  handset. 


The  Minolta  Fax  771  transmits  a  page  in  nine 
seconds,  offers  halftone  reproductions  in  16 
shades  of  gray,  stores  up  to  60  pages  in  its  one- 
megabyte  memory,  and  functions  as  a  low- 
volume  copier  capable  of  handling  up  to  50 
copies  at  one  time. 

Facsimile  capability  is  also  being  integrated 
into  PCs  via  PC-fax  boards.  International  Data 
Corp.  expects  that  by  1991  over  300,000  PC-fax 
links  will  be  installed  in  the  U.S. 

Value  Added  Networks 

A  number  of  vendors,  including  CompuServe 
and  Wang,  offer  packet-switched  data  transmis- 
sion services.  Altogether,  vendors  of  these  value 
added  networks  (VANs)  posted  1987  revenues' 
nearly  $400  million  by  providing  both  straightfi 
ward  data  transmission  services  and  a  wide 
variety  of  value-added  information  and  commurf 
cations  services. 

CompuServe,  for  instance,  offers  access  to 
hundreds  of  financial  analysis  and  news  data- 
bases and  provides  point-of-sale  network  applic 
tions  and  information-transfer  services.  In 
addition,  CompuServe  offers  InfoPlex,  a  businesi 
electronic  mail  system  that  is  also  linked  to  the 
firm's  network-based  transmission  capabilities. 

"Typically,  more  than  80%  of  business  com- 
munications is  infra-company,"  says  Beth 
Sibbring,  interchange  marketing  manager 
for  CompuServe.  "Frequently,  executives  lose 
valuable  time  waiting  for  the  interoffice  mail, 
playing  telephone  tag  and  otherwise  pursuing 
the  information  they  need  to  make  decisions." 


The  Mighty  Modem:  A  PC's  Window  to  the  World 

(Worldwide  Installed  Base  ofDial-Up  Modems) 


Full-duplex  dial-up  modems  operating 
at  1200  and  2400  bits  per  second  (bps) 
are  PC  users '  favorites— so  much  that 
they  accounted  (or  over  90%  of  1988  's 
dial-up  modem  installed  base  of  nearly 
six  million.  And  these  devices,  which 
condition  digital  signals  for  transmission 
over  analog  phone  lines,  will  endure  for 
some  years  to  come.  Even  by  1992,  85% 
of  all  dial-up  modems  in  use  will  be  of  the 
1200/2400  bps  full-duplex  variety. 

Millions  of  Units  installed 


1200bps  Full  Duplex  Modems 
1987  Revenues:  $180  Million 


2400bps  Full  Duplex  Modems 
1987  Revenues:  $237  Million 


1200/2400  bps 
Full  Duplex  Modems 


1986      198/ 


Racal  Vadic,  6% 
Microcom,  7%  - 


All  PC  Vendors.  8% 


Concord  8%  ■ 


1992 


Source:  International  Data  Corporation 


XEROX 


itroducing  Xerox  50  Series  Convenience  Copiers. 

leliabf/ffy.  Backed  by  a  S-year  warranty.  And  a  SO-year  heritage. 


nee  the  invention  of  the  copier  50 
ars  ago,  Xerox  innovation  in 
■cument  processing  has  been  making 
2  office  more  and  more  productive. 
)w  Xerox  introduces  the  5018  and  the 
128  Convenience  Copiers— with  the 
ngest,  strongest  assurance  of 
oductivity  and  reliability  in  the 
isiness.  A  3-year  warranty!  12  times 
nger  than  any  copiers  in  their  class. 

2rox  50  Series  Convenience  Copiers 
art  out  productive.  And  stay  that  way. 
fe've  made  them  the  easiest  copiers 
use.  With  automatic  document- 
eding.  Automatic  reduction  and 
ilargement.  And  an  overall  design 
hich  skillfully  integrates  all  these 


features,  so  that  copy  speed  remains 
constant,  even  when  the  document- 
feeder  and  sorter  are  used. 

Xerox  50  Series  Convenience  Copiers 
are  also  the  first  in  their  class  to  offer  a 
replaceable  copy  cartridge,  which  puts 
you  in  control  of  copy  quality.  And 
increases  your  uptime  dramatically. 

Xerox  50  Series  Convenience  Copiers 
are  backed  by  the  service  and  support 
of  Team  Xerox,  world  leader  in 
document  processing.  To  find  out  how 
they  can  make  you  more  productive, 
call  1-800-TEAM-XRX,  Ext.  286. 

Team  Xerox. 

IVe  document  the  world. 


I'd  like  to  learn  more  about  the  new  Xerox  5018  and 

5028. 

D  Please  send  me  more  information. 

D  Please  have  a  sales  representative  contact  me. 

Send  this  coupon  to: 

Xerox  Corporation,  PC.  Box  24.  Rochester,  NY  14692 


NAME        Plca«  Prinl 


CITY 


152-11/28.88 


STATE 


ZIP 


If  you  can't  wait,  call 
l-800-TEAM-XRX.  Ext.  286 
(1-800-832-6979,  Ext.  286) 

XEROX"  and  5018, 5028  are  trademarks  of  XEROX  CORPORATION 
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Teleconferencing 

Interest  in  electronic  communication  between 
groups  has  spawned  a  market  witti  hundreds  of 
vendors  selling  products  and  services  that  inter- 
mix a  number  of  applications  and  technologies. 

The  most  common  sort  of  teleconferencing 
involves  linking  remotely  located  groups  for 
training  sessions  or  meetings.  CompuServe's 
Forums,  for  example,  combine  an  electronic 
bulletin  board  for  messages,  a  library  of  refer- 
ence material  and  on-line,  live  group  conferenc- 
ing in  which  subscribers  communicate  via  PCs. 
The  forums  address  many  topics,  ranging  from 
auto  racing  to  software. 

Other  teleconferencing  efforts  involve  video, 
audio  and  graphics  and  use  such  technologies 
as  fiber  optics,  T1  multiplexing  and  video  com- 
pression 

A  MAHER  OF  IMAGE 

"Image-intensive  databases  which  include 
charts,  graphs  or  photos  will  create  new  require- 
ments for  massive  storage  capabilities,  faster 
processing,  efficient  networking  and  more 
powerful  and  flexible  output  devices,"  says  Vic 
Stalam,  printer  markets  manager  at  Eastman 
Kodak's  copy  products  division. 
Document  Storage  and  Retrieval 
f^any  media,  including  paper,  microfilm  and 


microfiche,  magnetic  tape  and  disk,  are  used  to 
store  information.  The  seamless  integration  of 
multimedia  storage  and  retrieval  is  being  tackled 
by  such  firms  as  Eastman  Kodak. 

Optical  disks  promise  to  affect  significantly  the 
way  organizations  store  and  retrieve  information. 
Using  light  rather  than  magnetism,  optical  disks 
offer  more  capacity  and  security  than  conven- 
tional storage  media,  as  well  as  lower  costs  and 
decreased  access  times.  The  first  major  use  of 
optical  disks  has  been  as  compact  disk  record- 
ings. Uses  of  this  technology  will  continue  to 
grow  as  optical  disks  with  erasable  memory- 
like  Tandy's  Thor-CD-become  cost-effective. 

Digital  document  storage  and  retrieval  (DDSR) 
systems  are  a  high-end  optical  disk-based 
($30,000  to  $2  million)  alternative  to  the  paper 
glut.  DDSR  systems  consist  of  input  scanners, 
cameras,  image  controllers,  optical  disk  storage, 
printers  and  a  host  computer.  They  can  manage 
thousands  of  documents  with  millions  of  pages, 
handling  input,  viewing,  manipulating,  storing, 
retrieving,  printing  and  communications. 

Toshiba's  Tosfile  3200  has  a  3.6-gigabyte 
memory  capacity  and  can  store  up  to  60,000 
one-page  documents.  NEC  has  integrated  docu- 
ment storage  and  retrieval  and  facsimile  in  the 
Neofile  1000  system,  which  includes  a  NEFAX  22 
facsimile  device.  The  system  offers  a  one-gigabyte 
storage  capacity  that  handles  15,000  pages. 

"In  a  practical  sense,  optical  disk  access  times 
are  comparable  to  floppy  disks,"  says  Robert 
f^cClure,  president  of  Tandy  Corp.'s  electronics 
manufacturing.  "Access  times  projected  for  the 
future  are  even  more  encouraging.  New  develop- 
ment of  extremely  low-mass  holographic  heads 
show  promise  of  dramatically  reducing  access 
times  comparable  to  that  of  hard  disks." 


Document  storage  and  retrieval  is  also  being 
standardized  on  PCs.  Kodak's  Image  Handler 
System,  which  does  document  filing  using  an 
optical  disk,  is  PC-based  and  can  accept  image 
from  facsimile  devices,  copiers  and  other  com 
putersviaaLAN. 
Desktop  Publishing 

A  convergence  of  technological  breakthroughs 
laser  printer,  desktop  scanners,  PC-based  docu 
ment  processing  software,  and  friendly  graphic; 
software— has  spawned  the  desktop  publishing 
market,  PC-based  systems  priced  at  less  than 
$10,000  that  do  most  of  what  was  once  reserve 
for  traditional  (and  much  more  expensive)  type 
setting  systems. 

f^ore  than  $360  million  worth  of  desktop 
publishing  software  will  be  sold  in  the  U.S.  in 
1991,  says  International  Data  Corp.,  and  nearly 
three  million  PCs  will  be  handling  desktop  pub- 
lishing chores.  Macintosh  users  will  account  for 
some  60%  of  those  sales. 

"The  document  is  recorded  information  struc 
tured  for  human  comprehension,"  says  James  ■ 
Keil,  vice  president  of  systems  marketing  at 
Xerox  Corp.,  "and  it  will  continue  to  be  the 
primary  medium  for  conveying  information  and 
decisions  in  offices  over  the  next  decade." 

Xerox's  new  generation  of  desktop  publishing 
products-Xerox  Ventura  Publisher— is  compati 
ble  with  earlier  software  and  offers  WYSIWYG 
(what-you-see-is-what-you-get)  production  of 
equations,  over  250  context-sensitive  help 
screens  and  network  server  software  that  allows 
Xerox  desktop  publishing  systems  to  operate  on 
several  vendors'  local  area  network  products 


BACK  TO  SCHOOL  WITH  NETWORKING 

About  nine  months  ago,  the  transporta- 
tion department  of  the  Hillsborough,  Fla. , 
County  School  District  was  completing  a 
new  facility  12  miles  east  of  the  main 
administrative  office  in  Tampa.  It  seemed 
an  ideal  time  to  modernize  with 
computers. 

"The  transportation  department  alone 
employs  more  than  1. 000  people,' '  says 
Bill  Clark,  the  school  district's  director  of 
finance.  "Keeping  track  of  payroll  records 
manually  was  quite  a  task." 

The  transportation  department's  re- 
quest for  computers  sparked  interest  in 
automating  the  district's  mam  administra- 
tive office.  Clark  suggested  networking 
a  number  of  personal  computers  rather 
than  buying  standalone  systems.  His 
volunteering  ways  got  him  the  job  of      A. 
choosing  the  appropriate  hardware  and  ^  - 
software. 

Clark  decided  the  computerization  of 
the  transportation  department  would 


serve  as  a  pilot  project.  He  invited  in 
three  suppliers  to  demonstrate  their 
capabilities. 

"We  let  them  know  that  networks  in 
particular  were  a  whole  new  ballgame  for 
us  and  that  we  would  rely  heavily  on  the 
hardware  vendor,"  Clark  recalls.  "We 
tested  response  of  vendor,  support,  and 
product  quality.  Using  a  3Com  network. 
Tandy  was  the  only  one  able  to  demon- 
strate high-speed  data  transfer  between 
an  IBM  PC  compatible  and  a  Macintosh." 


Clark  bought  eight  Tandy  4000  PCs  and 
two  3Com  file  servers  for  the  transporta- 
tion department.  The  pilot  was  so  suc- 
cessful that  Clark  decided  to  automate  his 
own  finance  group.  The  system  grew  to 
43  workstations  and  seven  file  servers. 

Now  the  transportation  department's 
payroll  attendance  report  on  its  1,000 
employees  is  transmitted  electronically 
to  the  finance  department  12  miles  away 
and  is  used  to  update  a  payroll  database. 
The  weekly  payroll  checks,  says  Clark, 
are  generated  much  more  efficiently. 

Meanwhile,  the  transportation  depart- 
ment is  planning  to  automate  its  bus 
routes,  and  the  school  district's  main 
administrative  office  is  planning  to  double 
the  size  of  its  system  within  a  year 

And  the  word  is  spreading.  "We  've  had 
discussions  with  people  in  the  District's 
other  administrative  offices,"  reports 
Clark.  "It  looks  like  the  system  will  be 
expanded  over  the  next  five  years  to  the 
District's  25  or  30  administrative  sites 
and  its  150  schools." 


Connect  Your  ComputerTdA 
Higher  Intelligence. 


CompuServe's  reference 
databases  make  you  more 
productive,  competitive, 
and  better  informed. 

Remember  the  last  time  you  tried  to 
get  your  hands  on  hard-to-find  facts?  In 
a  magazine  article  you  read  a  year  ago. 
In  a  news  report  you  never  saw.  Or  in  a 
table  of  data  you  didn't  know  existed. 

Imagine  those  facts  just  a  few 
keystrokes  away  on  your  personal 
computer.  Through  CompuServe. 

Your  personal  research  center. 

Save  hours  ot  research  hty  going 


straight  to  the  reference  information 
you  need  in  seconds. 

Access  thousands  of  sources  of 
information  in  the  areas  of  business, 
finance,  medicine,  education, 
demographics,  science,  law,  news, 
popular  entertainment,  and  sports. 

What  you  know  can  help  you. 

Research  an  industry  or  company 
through  articles,  financial  statements, 
and  other  sources.  Analyze  an 
investment.  Assist  in  a  job  search. 
Follow  market  competition.  Investigate 
a  business  opportunity 

Check  characteristics  such  as  age. 


income,  and  occupation  in  any  US. 
community  For  a  geography  report 
a  business  plan,  or  a  family  move. 

All  you  need  to  access  CompuServe's 
unlimited  world  of  information  is  a 
modem  and  just  about  any  personal 
computer.  Visit  your  computer  dealer 
today  To  order  direct,  or  for  more 
information,  call  or  write: 

CompuServe^ 

Information  Services,  PO.  Box  20212 

5000  Arlinglon  Centre  Blvd,  Columbus,  OH  43220 

800-848-8199 

In  Ohio  and  Canada  call  614  457-0802 
An  HAB  Bkx*  Company 


^send. 


Wferead 


A^writef 


^We  plan. 


We  support. 


Were  Toshiba.  Toshiba  products. 
Toshiba  people.  Helping  you  get  ahead,  and 
supporting  you  in  many  ways.  With  prod- 
ucts and  people  that  solve  your  business 
problems  today.  And  people  already  working 
on  solutions  for  the  challenges  you'll  face 
tomorrow. 

Designing,  manufacturing,  supporting 
and  servicing  a  full  range  of  office  products. 
Portable  computers,  disk  drives,  printers, 
copiers,  facsimile  and  telephone  systems. 
Products  that  are  flexible  enough  to  grow  as 
your  business  grows,  and  will  make  doing 


business  faster  and  easier  for  years  to  come. 

Behind  those  products  is  something 
just  as  important,  Toshiba  people.  Experts 
who  support  you  in  research,  manufacturing 
and  national  distribution  and  service.  People 
as  committed  to  the  success  of  your  busi- 
ness as  they  are  to  their  own.  People  who 
make  the  Tbshiba  difference. 

To  get  an  even  closer  look  at  our  prod- 
ucts, and  find  out  more  about  how  great  a 
difference  Tbshiba  products  and  people  can 
make,  please  call  1-800-527-1557,  and  start 
putting  Toshiba  America  to  work  for  you. 


In  Touch  with  Tomorrow 

TOSHIBA 
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Copiers 

Even  the  trusty  copier  is  now  smarter  and  more 
colorful.  Digital  scanning  techniques,  sophisti- 
cated readouts  and  diagnostic  aids  are  common 
features.  Color  copying  is  becoming  advanced 
enough  to  be  used  in  engineering  and  design 
applications. 

Xerox  has  engineered  its  copier  technology  for 
use  with  information  systems,  offering  electronic 
document  processing  and  highspeed  printing 
systems  for  computer  output. 

Kodak's  ColorEdge  copier-duplicators  can  be 
cost-justified  at  volumes  as  low  as  3,000  copies 
per  month. 

Coming  Soon 

On  the  horizon  stand  two  promises.  The  first  is 
full  network  connectivity  in  the  form  of  ISDN.  The 
second  is  what  Businessland's  Norman  called  "a 
major  surge  in  software."  Both  will  spark  an  infor- 
mation renaissance  of  unparalleled  proportions. 

ISDN 

The  integrated  Services  Digital  Network  is  an 
internationally  endorsed  digital  standard  that  will 
provide  the  ultimate  in  end-toend  digital  connec- 
tivity as  it  is  implemented  over  the  next  decade. 
Every  (orm  of  digital  communication-data 
exchange,  electronic  mail,  facsimile,  telex, 
telegraph,  telephony,  broadcast  video,  video- 


phone and  high-definition  television— will  be 
handled  by  ISDN. 

Among  the  companies  conducting  ISDN  field 
trials  is  Hayes  iVIicrocomputer,  which  has  devel- 
oped a  board  level  ISDN  terminal  adapter  for  the 
\BM  PC  and  compatibles  called  the  Hayes  ISDN 
PC  Card. 

ISDN  is  expected  to  offer  new  options  for 
interconnecting  LANs.  And  ISDN-switched 
services  will  eventually  replace  expensive  private 
line  networks. 

INTELLIGENT  SOFTWARE 
Certainly,  as  computer-based  systems  are  con- 
nected and  integrated,  as  the  nation's  and 
the  world's  enterprises  are  networked,  a  meta- 
morphosis, catalyzed  by  both  need  and  opportu- 
nity, will  occur:  Intelligence  will  be  injected  into 
computer  systems. 

This  intelligence-perhaps  "knowledge"  is 
a  better  word— will  be  required  to  handle  the 
complexity  of  networked  systems.  Artificial 
intelligence  techniques  increasingly  will  be  used 
to  build  software  programs  that  can  diagnose 
system  failures,  maintain  large  data  centers  and 
even  help  programmers  to  turn  out  better  pro- 
grams more  efficiently 

No  wonder  most  major  corporations  have 
launched  experiments  in  artificial  intelligence, 
and  many  are  committing  to  Al-based  systems 
that  metamorphose  inexperienced  workers  into 
expert  employees. 

"One  of  the  most  important  ways  that  Al-based 
tools  are  being  put  to  work,"  says  AIM  Consulting 
&  Publications'  Messenheimer,  "is  in  computer- 
aided  software  engineering— software  that  builds 
software." 

What's  more,  the  power  of  32-bit  computers- 
once  reserved  only  for  mainframes  but  which 
now  resides  in  a  box  no  larger  than  a  briefcase- 


begs  the  development  of  software  that  fully 
exploits  it.  This  software  will  be  Al-based.  ItwJ 
incorporate  the  knowledge  of  experts  in  everyl 
field  of  human  endeavor,  and  that  knowledge  i 
be  at  the  disposal  of  anyone  who  can  afford  a  I 
pickup  truck ...  or  a  PC. 


DESKTOP  COMPUTING  AND 
NETWORKS  FOR  TOMORROW  was 
prepared  by  CIO  Publishing,  Inc., 
Framingham,  Mass.,  which  is  solely 
responsible  for  its  content,  under  the 
direction  of  Joseph  L.  Levy  Written 
by:  Carol  Weiszmann.  Graphics  by: 
Gael  Burns. 

This  White  Paper  to  Management  is 
part  of  a  continuing  series  produced 
by  CIO  for  FORBES  The  White  Papers 
to  be  published  in  1989  include: 

•  March  6.  1989-SYSTEMS  INTE- 
GRATION: STRATEGIES  FOR  SUC- 
CESS Ads  close  January  9,  1989. 

•  Aphis,  1989-INFORMATION 
NETWORKS:  LINKING  COMPUTERS 
AND  COMMUNICATIONS  Ads  close 
Februarys.  1989. 

•  June  12.  1989-OFFICE 
SYSTEMS  FOR  THE  90s:  TYING  IT 
ALL  TOGETHER.  Ads  close  April  17. 

•  September  18. 1989-GLOBAL 
COMPUTERS  AND  COMMUNICA- 
TIONS: STRATEGIES  FOR  SUCCESS 
Ads  close  July  24. 

•  November  27,  1989-PERSONAL 
COMPUTING:  NETWORKING  THE 
OFFICE.  Ads  close  October  2. 
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THANK  THE  $600  TOILET  SEATS 

A  few  years  ago,  when  the  Pentagon's 
$400  hammers  and  $50  pens  were  mak- 
ing headlines,  the  only  way  a  company 
could  find  out  about  potential  govern- 
ment business  was  to  read  about  it  in 
a  newspaper 

That's  when  Procurement  Technology 
Inc.  (PTI)  began  to  enter  government  bid 
information  into  a  computer  and  send  the 
data  to  its  customers  on  a  floppy  disk. 
Customers  would  then  locate  appropriate 
bidding  opportunities  through  key  words 
and  national  stock  numbers. 

Soon  PTI  exchanged  the  floppy  disks 
for  Hayes  Microcomputer  modems  and 
launched  a  bidding  information  network 
that  matches  bids  with  a  company's 
business  profile. 

"For  most  companies  interested  in 
doing  business  with  the  government,  the 


biggest  problem  is  finding  out  when  the 
agencies  are  buying  what  the  companies 
are  manufacturing,"  explains  PTI's  vice 
president  of  sales,  Sigmund  Baran.  "We 
now  cover  60  major  markets  for  our 
customers— where  80%  of  government 
buying  occurs." 

Baran  estimates  that  PTI's  on-line 
system  located  over  $5  billion  worth  of 
potential  awards  last  year  Some  $500 
million  in  bids  were  accepted  1rom  clients 
who  pursued  bidding  opportunities. 

One  PTI  customer  used  the  network  to 
learn  about  a  major  construction  opportu- 
nity. The  contract  nearly  doubled  the 
firm 's  revenue  over  the  previous  year 
Another  customer  made  20%  of  its 
annual  revenue  by  being  able  to  respond 
to  a  state  agency  that  needed  fenceposts 
on  short  notice. 

PTI.  meanwhile,  has  become  a  reseller 
as  well  as  a  user  of  Hayes  Microcomputer 
modems. 


Christmas  Sale! 
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Great  holiday  savii^s  on  this  286'based  computer  with 
built'in  MS-DOS®  and  DeskMate®  software-only  n099. 


The  Tandy  1000  TL  is  a  powerful 
gift  idea  for  the  personal  or  business 
computer  user — now  at  a  terrific  low 
price.  Or  purchase  the  1000  TL  com- 
plete with  a  CM-5  color  monitor  for 
just  $1398.95. 

The  Tandy  1000  TL  features  an 
80286  microprocessor  that  delivers 
extraordinary  speed  and  processing 
power.  But  unlike  ordinary  PCs,  the 
Tandy  1000  TL  comes  with  MS-DOS 


and  DeskMate  built  into  ROM.  Just 
turn  it  on  and  start  computing  on 
Christmas  morning! 

DeskMate  features  ten  applications 
that  let  you  write  reports  and  letters, 
prepare  budgets,  file,  draw  colorful 
pictures,  create  and  play  back  songs 
and  more.  You  even  get  PC-Link,^"  an 
on-line  information  service! 

You  also  get  the  latest  in  computer- 
audio  technology.  When  you  use 


Tandy  Computers:  Because  there  is  no  better  gi/f  value/ 


DeskMate's  sound  editor,  you  can  re- 
cord and  edit  voice,  music  or  any  ana- 
log source  onto  diskettes. 

The  640K  Tandy  1000  TL  comes 
with  a  3V2"  disk  drive.  A  parallel 
printer  adapter,  RS-232  serial  port, 
two  joystick  ports,  a  clock/calendar 
and  five  expansion  slots  are  standard. 

Come  in  to  Radio  Shack  and  take 
advantage  of  this  great  holiday  offer. 

Radio  /haeK 


Sale  ends  12/24/88  Tandy  1000  TL  reg  $1299.  CM-5  monitor  reg.  $299.95.  Prices  apply  at  Radio 
Shack  Computer  Centers  and  participating  stores  and  dealers.  MS-OOS/Reg.  TM  Microsoft  Corp. 
PC-Link/SM  Quantum  Computer  Corp. 


The  Technology  Store 

A  DIVISION  OF  TANDY  CORPORATION 
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They  may  be  afar  cry^from  the  old  family 
physicians,  but  more  M.D.s  these  days  are 
opting  for  freelance  careers.  Call  them . . . 


Rent-a-docs 


By  Ellen  Paris 


DR.  Marcus  Welby  loved  his 
|ob.  In  his  day,  a  doctor  hung 
out  a  shingle  and  worked 
straight  through  to  retirement.  If 
medicine  was  ever  as  uncomplicated 
as  it  looked  on  television,  it  isn't  so 
anymore. 

Meet  Dr.  James  Cyr,  44,  a  family 
practitioner  who  lives  in  Chico  in 
northern  California.  "I'm  disillu- 
sioned with  private  practice,"  says 
Cyr.  "I'm  tired  of  government  intru- 
sions into  the  practice  of  medicine, 
the  red  tape,  the  medical  malpractice 
situation,  the  whole  climate." 

Three  years  ago  Dr.  Cyr  took  down 
his  shingle  and  embarked  on  the  life 
of  a  wandering  physician.  He  is  now  a 
"locum  tenens,"  or  temporary  doctor, 
filling  in  at  hospitals,  urgent  care  clin- 
ics, whatever,  around  California,  in 
effect  pinch-hitting  where  and  when 


needed.  Cyr  works  three  to  four 
months  a  year — earning  between 
$250  to  $350  a  day  by  subbing  for 
doctors  on  leave  from  their  private 
practices  or  on  the  staff  of  community 
health  clinics.  He  is  making  as  much 
for  a  day's  work  now  as  he  ever  did 
from  his  single  office  general  practice. 
With  a  lot  more  free  time  and  a  lot 
fewer  headaches. 

Dr.  Cyr  isn't  alone.  One  conserva- 
tive estimate  indicates  there  are  at 
least  5,000  of  these  wandering  physi- 
cians today,  up  from  around  2,500  two 
years  ago.  So  far,  certainly,  this  is  a 
small  percentage  of  the  country's 
590,000  licensed  physicians.  But  this 
trickle  is  growing.  Many  in  this  new 
wave  are  doctors  like  Veronica  Laza- 
rus, fresh  from  residency,  testing  the 
lob  market.  Lazarus  is  a  33-year-old 
internist  who  has  worked  as  a  tran- 
sient doctor  for  the  past  two  years 
around  the  Los  Angeles  area.  "I  did  it 


Laura  Cornell 

to  see  what  kind  of  practice  I  would 
like.  It  gave  me  a  lot  of  exposure  I 
wouldn't  have  had."  Lazarus  decided 
a  group  practice  was  for  her  and  will 
join  one  later  this  year. 

But  others  are  joining  the  ranks  of 
rent-a-docs  for  different  reasons. 
Many  doctors  nearing  retirement,  and 
fed  up  with  rising  malpractice  insur- 
ance costs,  also  find  this  variable  prac- 
tice appealing.  Dr.  Benjamin  Gilson, 
56,  a  Newport,  R.I.  orthopedic  sur- 
geon, gave  up  a  practice  in  Massachu- 
setts to  complete  a  stint  in  the  Navy. 
When  he  got  out  a  year  ago,  he  discov- 
ered that  It  would  cost  him  $65,000  a 
year  in  malpractice  insurance  to  go 
back  to  his  old  practice.  "That  was 
ridiculous,"  Gilson  says,  adding,  "Pri- 
vate practice  requires  more  than 
100%  of  your  time,  and  I  did  not  want 
that  at  this  stage  of  my  life."  He  an- 
swered an  advertisement  in  a  medical 
journal  for  temporary  physicians. 
Says  Gilson:  "It's  a  good  way  for  me  to 
keep  my  skills  up,  treat  patients  and 
eliminate  hassles." 

These  temporary  doctors  are  usual- 
ly paid  a  flat  fee — ranging  from  $225 
to  $300  a  day  for  an  internist  to 
around  $500  a  day  for  an  anesthesiolo- 
gist— by  the  agency  that  places  them. 
Assignments  can  run  from  a  week  to 
six  months.  In  most  cases  the  agency 
also  pays  licensing  fees,  malpractice 
insurance  premiums  and  transporta- 
tion. The  client  usually  pays  the 
housing  costs. 

The  demand  is  increasing.  Dr.  Wal- 
ter Newman,  a  San  fose,  Calif,  solo 
practitioner,  has  been  using  rent-a- 
docs  since  the  early  Eighties  to  fill  in 
at  his  practice  while  he  travels.  He 
does  this  two  or  three  times  a  year. 
Health  maintenance  organizations, 
small  hospitals  and  clinics  are  turning 
to  temporary  help  to  meet  rapid  ex- 
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Time,  the  eternal  dilemma. 


Perhaps  not. 

At  Audemars  Piguet,  we  view  time  as 
uniquely  personal;  never  more  so  than  in 
the  choice  of  a  watch. 

Look  closely  at  the  three  pictured  watches; 
each  handmade  and  therefore,  limited;  each 
Swiss;  and  each  with  a  totally  different  ap- 
proach to  time. 

To  the  left,  understated  time;  the  classic 
strap  watch  in  18K  gold  with  automatic 
movement,  calendar  and  sweep  second 
hand. 

Next,  endless  time;  the  Perpetual  Calen- 
dar in  rSK  gold  with  automatic  movement 
that  indicates  the  date,  the  day,  the  month, 
and  the  phases  of  the  moon. 


Finally  measured  time;  the  Chronograph 
in  18K  gold  with  deployment  buckle  and 
automatic  movement  that  measures  time  in 
split-seconds,  seconds,  minutes  and  hours. 

But  perhaps  by  solving  the  dilemma  of 
time,  Audemars  Piguet  has  only  managed 
to  create  another: 

The  dilemma  of  choice. 


Meiars  Piguet 

The  most  exclusive  watch 


Found  only  at  the  most  exclusive  jewelers. 
For  catalog,  send  $  5  to  Audennars  Piguet,  350  Fifth  Avenue.  NYC  1011 8 
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The  Asset  Managers  of  Pacific 
Financial  Companies  fiave  earned  ttieir 
unparalleled  reputation  for  being  among 
America's  pre-eminent  money  managers. 

Strong.  Fixed  income  performance 
has  ranked  in  the  top  1%  of  all  bond 
managers  for  the  last  ten  year  period, 
and  exceeded  the  Shearson  Lehman 
fiutton  Government/Corporate  Bond 
index  nine  of  the  last  ten  years* 

Brilliant.  Performance  based  on 
innovative  techniques  has  consistently 
exceeded  the  major  stock  indexes. 

Powerful.  Pacific  Financial 
Companies  ranks  among  the  largest 
financial  institutions  in  America  with  over 
$22  billion  of  assets  under  management. 

Providing  bond  management, 
domestic  and  international  equities,  real 
estate  investments,  and  guaranteed  prod- 
ucts for  corporate  assets  and  pension  funds. 

Create  a  strong  financial  position. 
Talk  with  the  Asset  Managers  from  the 
Power  of  the  Pacific. 


'  Potific  Mutuol  Monoged  Bond  fund  III  lotol  onnualized  lote  of  return  os  published  by  SEI  Corp.  br  periods  ending  Detember  31,  1987. 


Pacific  Financial 
Companies 

THE  POWER  OF  THE  PACIFIC 

700  Newport  Center  Drive,  Newport  Beach,  CA  92660 
1-800-544-3600 

Pacific  Mutual 
Pacific  Financial  Asset  Management  Corp. 

PMRealty  Advisors 

Pacific  Investment  Management  Corp. 

Parametric  Portfolio  Associates 

Cadence  Capital  Management  Corp. 
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Quoted  More  Than  The  Other 
Major  Business  Organizations  Combined 


Wall  Street  Journal        10/3/88  ^H  Business  Week  10/ 10/88 


Small  Business  Scores  Big  in 
Congressional  Lobbying 

Labor  increased  its  lobbying  ef- 
forts this  year  and  got  hit  head-on 
by  a  small  business  counterat- 
tack. .  .  In  the  session  of  Con- 
gress just  ending,  small  business 
has  been  "more  successful  than 
any  kind  of  bookmaker  would 
have  made  odds  on." 

Richard  L  Lcsher 

President 


Big  Issues:  Drug  Tests  and 

Racial  and  Sexual 

Discrimination 

.  .  .  But  the  court  could  lind  a 

broad  right  of  privac\'  for  u'orkcrs. 

If  that  applies  to  private  cmplo)- 

[  ers,  "It  ^^^ould  be  a  disaster  for 

the  business  community." 

Stephen  A   Bokai 
General  Counsel 


Financial  Times  9,23  88  ^H  Th«^  Ncav  York  Times      9/27/88 


Clues  to  What  the  Trade  Bill 
Really  Means 
To  correct  many  of  the  misunder- 
standings and  apprehensions    .  . 
the  US   Chamber  of  Commerce 
has  printed  the  first  comprehen- 
sive guide         U.S.  trading  part- 
ners can  no  longer  operate  on  a 
"businfss  as  usual"  basis  .  .  .  "as 
the  U.S.  intends  to  more  aggres- 
sively assert  its  /fjjifimatf  trade  " 
riglifs   in    (lie   infer  nafiona/ 
arena." 

WiMiam  Arthey 

Viic  President   Internaljonal 


3  16  88 


Focus  On  Ethics,  Exports 

Beyond  better  corporate  ethics 
the  best  hope  for  America's 
economy  is  developing  its  export 
potential  "If  I  had  the  money  / 
would  like  to  take  out  ads  in  fJie 
ne\tspapers  saying  to  business- 
men, Think  world,'  to  spur  the 
whole  process  of  exports." 

WiMiam  S  Kanaga 
Chairman 


Blaming  GO. P.,  Democrats 

Drop  Effort  to  Raise  the 

Minimum  Wage 

"Hundreds  of  thousands  of  jobs 
were  saved  today  by  members  of 
the  Senate  fighting  for  a  pro- 
growth  economic  policy." 

Robcri  1.  Marlin 
Employee  Relations 


I  orbes 


5  2  88 


FACT  AND  COMMENT 

■Despite  fbe  fact  that  Ronald 
Reagan's  program  of  supply-side 
economics  was  only  partially 
implemented — the  tax  cuts  were 
delayed,  the  spending  goals 
were  never  aebieved  and  the 
Federal  Reserve  didn't  follow 
the  initial  plan — ibe  acbieve- 
ments  of  the  supply — side  revo- 
lution have  been  very  impres- 
sive." 

Richard  \V  Rahn 
Chief  Economist 


1 1  f?  I  ill  tiv  nil  ■«rii  rn  nry 

1615  H  Street.  N.W.    Washington.  D.C.  20062 


Sufr26-Scpi  2(<.  19I88   J 


164 


pansion,  staff  vacancies  and  fluctuat- 
ing demand,  such  as  new  enrollments 
at  HMOs,  flu-season  inoculation  pro- 
grams or  peak  season  at  resort  areas 
like  Martha's  Vineyard.  In  addition, 
locums  are  keeping  the  doors  open  at 
hospitals  in  rural  areas,  which  are 
having  a  hard  time  attracting  perma- 
nent physicians. 

As  with  any  trend,  smart  entrepre- 
neurs are  jumping  in.  More  than  half  a 
dozen  agencies  have  sprung  up  in 
eight  cities  from  Atlanta  to  San  Fran- 
cisco to  handle  the  booming  tempo- 
rary doctor  business.  Most  firms  do 
business  nationwide. 

Nine-year-old  CompHealth  of  Salt 
Lake  City,  for  example,  expects  to 
place  1,100  doctors  this  year,  up  from 
792  last  year,  and  to  see  its  client  base 
grow  to  1,000,  from  690.  Founder 
Therus  Kolff,  a  doctor  himself,  pro- 
jects 1988  revenues  of  $30  million, 
with  pretax  margins  of  5%  to  10%. 

Dr.  Benjamin  Gilson,  56,  a 
Newport,  R.I.  orthopedic 
surgeon,  gave  up  a  practice 
in  Miissachusetts  to 
complete  a  stint  in  the 
Navy.  When  he  got  out  a  year 
tu/o,  he  discovered  that  it 
would  cost  him  $65,000  a 
year  in  malpractice 
insurance  to  go  back  to  his 
old  practice.  "That  wtis 
ridiculous,"  he  says. 

Even  the  American  Medical  Associa- 
tion is  setting  up  a  referral  service  for 
temps,  which  should  be  operating  by 
January. 

Predictably,  there  are  doctors  who 
look  down  their  noses  at  all  this,  sug- 
gesting that  only  second-class  physi- 
cians would  opt  for  such  a  career  or 
use  temporary  doctors  to  fill  in  for 
them.  Dr.  Alan  Kronhaus,  an  inter- 
nist, runs  KRON  Medical,  a  Chapel 
Hill,  N.C.  locum  group.  KRON  Medi- 
cal's revenues  were  $16  million  in 
1987.  Starting  the  business,  he  had  to 
persuade  clients  that  using  these  tem- 
porary doctors  was  not  a  problem: 
"We  had  to  convince  the  world  that 
our  doctors  were  as  good  as  any.  We 
started  with  a  negative  perception." 
But  word-of-mouth  on  the  temp  doc- 
tors was  good  and  it  quickly  spread. 
To  insure  high  standards,  agencies  re- 
quire professional  references,  verify 
schooling,  work  experience  and  state 
licenses  and  check  the  doctor's  mal- 
practice history  and  his  file  in  the 
AMA's  doctor  databank. 

Marcus  Welby  might  sneer,  but 
then  he  didn't  face  all  the  problems 
today's  doctors  do.  ■ 
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1  his  announcement  conslilules  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities.  The  offering  is  made 
only  by  the  Prospectus,  copies  of  which  may  he  obtained  in  any  State  from  such  of  the  undersigned  and  others  as  may  lawfully 
offer  these  securities  in  such  State. 


OctobcT  24.  1988 


31,000,000  Shares 


Kemper  Municipal  Income  Trust 

Shares  of  Beneficial  Interest 


Price  $12  per  Share 


Smith  Barney,  Harris  Upham  &  Co. 


Wheat,  First  Securities,  Inc. 


Bateman  Eichler,  Hill  Richards 

Imorpordred 


Boettcher  &  Company,  Inc. 
Bear.  Stearns  &  Co.  Inc. 
Donaldson,  Lufkin  &  Jenrette 

Sfcuritifs  <  orpordiifin 

Prudential-Bache  Capital  Funding 

William  Blair  &  Company 
J.  C.  Bradford  &  Co. 


Blunt  Ellis  &  Loewi 

InKirporjrt-d 

Prescott,  Ball  &  Turben,  Inc. 


Allen  &  Company 

Intorpdrated 


Robert  W.  Baird  &  Co 

Incorpnriiicd 


The  First  Boston  Corporation 
Drexel  Burnham  Lambert 

]n.,.rporjicil 

Thomson  McKinnon  Securities  Inc. 

Oppenheimer  &  Co.,  Inc.  Advest,  Inc 

Butcher  &  Singer  Inc. 


Cable,  Howse  &  Ragen 

IninrpordicH 


Alex.  Brown  &  Sons 

Incorporated 

Kidder,  Peabody  &  Co. 

Incorporaled 

Dean  Witter  Capital  Markets 
Arnhold  and  S.  Bleichroeder,  Inc. 
The  Chicago  Corporation 


Cowen  &  Co.       Dain  Bosworth       Doft  &  Co.,  Inc.       Eppler,  Guerin  &  Turner,  Inc.       Fahnestock  &  Co.  Inc.       First  Albany  Corporation 

Intorporau-d 


First  of  Michigan  Corporation 

Gulfstream  Financial  Associates,  Inc. 

Ladenburg,  Thalmann  &  Co.  Inc.  Legg  Mason  Wood  Walker 


Furman  Selz  Mager  Dietz  &  Birney 

IntorpordK-d 


Gruntal  &  Co.,  Incorporated 
Janney  Montgomery  Scott  Inc." 
Lovett  Mitchell  Webb  &  Garrison.  Inc.  Mabon,  Nugent  &  Co. 


Interstate/Johnson  Lane 

(.  nrporation 


Stifel,  Nicolaus  &  Company 

Intorporalfd 


Sutro  &  Co. 

Intorporati'd 


McDonald  &  Company       Morgan  Keegan  &  Company,  Inc.       Needham  &  Company,  Inc.      Neuberger  &  Berman      The  Ohio  Company 

Securiiies.  In, 

Rauscher  Pierce  Refsnes,  Inc.  The  Robinson-Humphrey  Company,  Inc.  Rodman  &  Renshaw,  Inc.  Rotan  Mosle  Inc. 

Rothschild  Inc  Seidler  Amdec  Securities  Inc.  Stephens  Inc. 

Wedbush  Securities,  Inc.         Allen  &  Company  of  Florida,  Inc.         Allied  Group  Securities  Corporation 
George  K.  Baum  &  Company  Birr,  Wilson  Securities,  Inc.  Branch,  Cabell  and  Company 

Brean  Murray,  Foster  Securities  Inc.       Carolina  Securities  Corporation       B.C.  Christopher  Securities  Co.       City  Securities  Corporation 

Craig-Hallum,  Inc.  D.  A.  Davidson  &  Co.  R.  G.  Dickinson  &  Co. 

Gabelli  &  Company,  Inc.  Hanifen,  Imhoff  Inc.  J.  J.  B.  Hilliard,  W.  L.  Lyons,  Inc.  Hopper,  Soliday  &  Co.,  Inc 


Underwood,  Neuhaus  &  Co 

Intorpnratfd 

Anderson  &  Strudwick 

IncorpuralL-d 


Dominick  &  Dominick, 

(n,orporaii-d 


Ferris  &  Company 

Inmrporaifd 


Howe,  Barnes  &  Johnson,  Inc. 
Jesup  &  Lamont  Securities  Co.,  Inc. 
C.  J.  Lawrence,  Morgan  Grenfell  Inc. 
David  A.  Noyes  &  Company 
Raymond  James  &  Associates,  Inc. 
Swergold,  Chefitz  &  Sinsabaugh,  Inc. 


Illinois  Investment  Company,  Inc. 
Johnston,  Lemon  &  Co.  Josephthal  &  Co 

Incorpnrdttd 

McKinley  AUsopp,  Inc. 

Oberweis  Securities,  Inc.  Parker/Hunter 

Roney  &  Co.         Scott  &  Stringfellow,  Inc.         Smith,  Moore  &  Co. 
Traub  and  Company,  Inc. 


Investment  Corporation  of  Virginia 


John  G.  Kinnard  and  Company 

intorpordit'd  Incorporaled 

Morgan,  Olmstead,  Kennedy  &  Gardner         Newhard,  Cook  &  Co. 

ln<orporaicd  Incorporart-d 

Raffensperger,  Hughes  &  Co. 

Incorporarc'd 

Southwest  Securities,  Inc. 
Van  Kasper  &  Company 


On  the  Docket 


A  committee  of  the  Massachusetts  Bar  Asso- 
ciation has  come  up  with  an  intriguing 
way  to  upgrade  the  quality  of  state  courts. 
But  is  it  practical?  Probably  not. 

Can  justice 
be  accredited? 


By  Deirdre  Fanning 


ChiA  B  SUcknun 


Tl  HE  country's  overcrowded  and 
backlogged  courts  have  long 
since  become  a  national  embar- 
rassment. But  such  so-called  solu- 
tions as  plea  bargaining  to  reduce 
docket  congestion  only  create  new 
problems,  like  felons 
walking  free. 

Now  a  committee  from 
the  section  on  judicial  ad- 
ministration of  the  Mas- 
sachusetts State  Bar  Asso- 
ciation thinks  it  has  hit 
on  a  plan  that  would  real- 
ly work:  court  accredita- 
tion. Such  a  program 
would  examine  and  rate 
courts  around  the  country 
for  everything  from  the 
amount  of  time  it  takes 
for  a  case  to  go  to  trial  to 
the  quality  of  the  books 
contained  in  the  court- 
house library. 

Although  the  program 
would  be  voluntary,  its 
backers  say  such  accredi- 
tation would,  in  effect, 
put  enormous  pressure  on 
poorly  run  courts  to  tidy 
up  their  operations — call 
it  a  Better  Business  Bureau  for  Justice. 
"State  courts  are  a  separate  arm  of 
government  operated  without  an  ar- 
ticulated consensus  on  how  they 
should  be  run,"  argues  Victoria  Dodd, 
a  law  professor  at  Suffolk  University 
and  member  of  the  Massachusetts 
state  bar  committee.  "Accreditation 
would  allow  courts  to  compare  them- 
selves using  a  common  vocabulary." 


The  plan,  which  the  state  bar  asso- 
ciation is  considering  asking  the 
American  Bar  Association  to  push  na- 
tionally, sounds  beguiling  in  theory. 
Unfortunately,  in  practice,  the  pro- 
gram would  amount  to  a  form  of  do- 
gooder  intermeddling  that  a  number 
of  legal  experts  say  could  create  more 


problems  than  it  solves. 

Under  the  accreditation  plan,  a 
committee  consisting  of  judges,  law- 
yers, court  administrators  and  other 
legal  professionals,  as  well  as  mem- 
bers of  the  public  would  set  minimum 
acceptable  standards  for  the  operation 
of  court  systems. 

Similar  programs  have,  in  fact,  been 
used  for  some  years  to  rate  the  perfor- 
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mance  of  such  institutions  as  hospi- 
tals, law  enforcement  agencies,  gradu- 
ate and  undergraduate  schools  and 
correctional  facilities.  Whether  a  hos- 
pital is  accredited  by  the  Joint  Com- 
mission on  Accreditation  of  Hospi- 
tals, an  AMA-backed  professional  or- 
ganization, can  determine  whether  or 
not  it  qualifies  for  Medicare  and  Med 
icaid  reimbursement. 

But  state  courts  are  different  from 
private  institutions  or  public  service 
agencies:  Their  powers  derive  directly 
from  state  constitutions,  which  is 
precisely  why  no  self-proclaimed  ex- 
amining body  can  foist  rules  or  stan- 
dards on  them.  Says  Fordham  Univer- 
sity Law  School  Professor  Charles 
Whelan,  an  expert  on  constitutional 
law,  "Hospitals  and  colleges  can  use 
accreditation  as  a  drawing  card,  but 
you're  not  shopping  around  when  yoii 
go  to  court." 

At  most,  about  all  the  Massachu- 
setts plan  could  amount  to  would  be  a 
form  of  voluntary  finger-wagging  at 
poorly  run  courts.  But  the  rating  of 
courts  is,  by  extension,  the  rating  of 
judges.  And  even  U.S.  District  Court 
Judge  William  Young  of  Boston,  a  pro- 
ponent of  the  plan,  warns 
that  "to  [try]  to  accredit  a 
judge  in  the  discharge  of 
his  core  judicial  duties  is 
fraught  with  danger." 

Why?  Were  any  state 
bar  association  or  com- 
mittee to  engage  in  what 
would  amount  to  the  rat- 
ing of  administrative  pro- 
cedures, constitutional 
questions  of  "due  pro- 
cess" could  potentially  be 
raised  by  any  litigant  or 
criminal  defendant  who 
loses  his  case  in  a  poorly 
run  court — and  who  per- 
ceives the  lack  of  accredi- 
tation as  a  reason  for  the 
outcome.  "By  not  accred- 
iting a  court,  it  seems  you 
would  be  making  a  state- 
ment about  its  legitima- 
cy," says  Vincent  Blasi,  a 
law  professor  at  Columbia 
University  law  school.  In  short,  in- 
stead of  speedier  justice,  the  plan 
could  ultimately  lead  to  more  ap- 
peals, more  delays,  more  self-justify- 
ing work  for  lawyers. 

Clearly,  something  needs  to  be 
done  about  the  quality  of  the  coun- 
try's state  court  system.  Accredita- 
tion is  a  good  idea,  but  it  may  not  be  a 
workable  one.  ■ 
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The  Studentel) 

Ifs  been  the  school  of  presidents.  Of  senators,  diplomats  and  CEOs.  For  over  a  century,  it's  been 
the  prep  school  for  the  privileged  children  of  the  upper  class. 

But  something's  changing  at  the  Groton  School.  Where  once  its  students  all  came  from  America's 
inner  circle  of  wealth  and  influence,  they  now  come  from  our  inner  cities  as  well. 

On  the  next  episode  of  Smithsonian  World,  you'll  see  an  exclusive  academy  trying  to  make 
opportunity  less  exclusive.  Watch  "American  Dream  at  Groton,"  proudly  brought  to  you  by 
Southwestern  Bell.  In  most  areas,  it'll  be  broadcast  November  21st  at  8  p.m.  Check  your  local  listings. 

And  visit  a  school  that  feels  the  American  Dream  should  be  more  than  a  dream.  For  more 
than  a  privileged  few. 


"American  Dream  at  Groton"  on  SMITHSONIAN  WORLD.  @ 


Southwestern  Bell 
Corporation 


A  co-production  ofWETA/W^shington,  D.C.  and  the  Smithsonian  Institution.  Funding  provided  by  Southwestern  Bell  Corporation  and  a  grant  from  the  James  S.  McDonnell  Foundation. 
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10  year  performance. 

^ar  11  should  be 
even  better. 


Over  the  past  ten  years,  Stone  Container  has 
repeatedly  set  new  records  in  sales  and  earnings, 
with  Stone  stock  outperforming  both  the  industry 
and  the  S&P  by  a  wide  margin — even  after  last 
October  19th  and  its  turbulent  aftermath. 

We're  confident  that  these  gains  have  resulted 
from  a  focused  strategy  to  grow  in  our  core 
businesses — containerboard,  corrugated  boxes. 
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and  bags — and  our  long-term  commitment  to  the 
enhancement  of  shareholder  value. 

The  past  never  guarantees  the  future,  but  with 
these  fundamentals  solidly  in  place  and  exceed- 
ingly favorable  market  conditions  for  our  industry, 
sales  and  earnings  should  achieve  record  highs  in 
1988  and  beyond. 

Take  stock  of  Stone  Container. 


Stone 

Container 

Corporation 

INNOVATION  •  QUALITY  •  SERVICE 
Three  little  words,  one  big  commitment. 


Numbers  Game 


If  a  U.S.  company  were  to  take  over  Pills- 
bury  on  the  same  terms  as  British  Grand 
Met  is  offering,  the  U.S.  company  would 
take  a  big  earnings  hit.  One  more  reason 
foreigners  are  buying  so  much  of  America. 

The  unlevel 
accounting  field 


By  Penelope  Wang 


As  AN  ARTICLE  in  the  Wall  Street 
Journal  recently  pointed  out, 
i  foreign  companies  have  a  wal- 
loping advantage  over  U.S.  companies 
in  playmg  the  takeover  game  in  this 
country.  The  advantage  is  intangible, 
but  it's  a  big  advantage  all 
the  same.  Whereas  U.S. 
companies  must  amortize, 
which  is  to  say,  write  off, 
the  goodwill  that  results  for 
paying  more  than  book  val- 
ue for  a  company  that  it  ac- 
quires, foreign  companies 
need  not  do  so  at  all. 

Take  the  case  of  British- 
based  Grand  Metropolitan's 
$5.2  billion  bid  for  PiUsbury 
Co.  The  Grand  Met  bid 
amounts  to  an  almost  $4 
billion  premium  over  Pills- 
bury's  balance  sheet  book 
value.  No  U.S.  white  knight 
is  likely  to  match  that  stun- 
ning offer  since  that  would 
mean  an  unavoidable  $100 
million  annual  reduction  in 
earnings  for  the  next  40 
years.  That's  a  large  and  in- 
credibly difficult  pill  for  any  public 
company  to  swallow,  since  doing  so 
would  offset  much  if  not  most  of  any 
synergy  or  savings  that  might  result 
from  the  takeover  itself.  Says  Peter 
Berger,  a  partner  at  Arthur  Andersen, 
"Chief  executives  are  compensated 
based  on  earnings  per  share.  That 
makes  them  very  wary  about  taking  a 
big  bite  of  goodwill." 

By  contrast,  under  British  rules  the 


whole  notion  of  goodwill  is  handled 
differently,  with  the  result  that  pre- 
miums over  book  value  can  be 
charged  off  against  shareholder  equity 
instead  of  earnings.  By  reducing  the 
book  value  of  the  equity  capital,  the 
charging  off  of  the  goodwill  makes  the 
earnings  look  even  more  impressive 


Ous  B  SUckman 


as  a  return  on  equity. 

In  case  they  don't  want  to  see  the 
book  value  of  their  shareholder's  eq- 
uity shrink  too  much,  the  foreign 
companies  have  further  flexibility  to 
use,  further  cards  to  play.  Instead  of 
simply  writing  the  premium  off 
against  equity,  British  firms,  includ- 
ing Grand  Met,  can  choose  to  spread 
the  goodwill  over  the  various  brand 
names  they've  acquired  in  the  take- 


over. Those  brands,  in  effect  assigned 
a  value  for  accounting  purposes,  then 
go  on  the  acquiring  firm's  balance 
sheet  as  assets.  This  in  turn  offsets 
much  of  the  hit  to  shareholder's  equi- 
ty. By  contrast,  any  brands  treated  as 
assets  on  a  U.S.  balance  sheet  must  be 
amortized  over  40  years  just  as  if  their 
value  consisted  of  nothing  beyond 
goodwill. 

British  firms  are  not  alone  in  this. 
West  German,  Canadian  and  Japanese 
accounting  and  tax  rules  also  allow 
more  favorable  treatment  of  goodwill 
than  is  permitted  under  the  tight  con- 
strictions of  U.S.  rules. 

Let's  look  at  Philip  Morris'  $12.9 
billion  offer  to  acquire  Kraft  Inc.  Of 
that  purchase  price,  $11  billion  is  for 
goodwill — that  is,  it  is  a  premium 
over  book  value  of  that  amount.  Am- 
ortizing that  goodwill  will  result  in  an 
annual  $275  million  earnings  reduc- 
tion for  Philip  Morris  for  the  next  40 
years.  "Even  Philip  Morris  will  find  it 
tough  to  earn  its  way  out  of  that," 
says  Robert  Willens,  a  tax  expert  at 
Shearson  Lehman  Hutton. 

Many  U.S.  accoimtants  have  long 
argued  that  the  whole  concept  of 
goodwill  accounting  needs  some  seri- 
ous rethinking.  They  say 
that  goodwill  should  really 
be  treated  as  a  balance  sheet 
item,  and  have  nothing  to 
do  with  earnings.  In  other 
words,  it  should  be  left  as  is 
and  not  depreciated  the  way 
tangible  assets  are. 

"The  40-year  amortiza- 
tion period  is  arbitrary," 
points  out  Shearson's  Wil- 
lens. Says  he,  "Some 
brands,  like  Coke,  have  ac- 
tually increased  in  value 
dramatically  over  the  years. 
Why  shouldn't  we  be  able  to 
write  up  these  assets?" 

With  business  becoming 
increasingly  globalized  and 
transnational  in  nature, 
what's  obviously  needed 
here  is  some  uniform  inter- 
national accounting  stan- 
dards. But  the  International  Account- 
ing Standards  Committee,  a  London- 
based  organization  working  on 
uniform  rules,  has  been  bogged  down 
by  internal  political  bickering  for 
years.  Just  as  Congress  is  shooting 
itself  in  the  foot  by  subsidizing  take- 
overs through  the  tax  system  (see  cov- 
et-story;  p.  192)  so  are  the  accountants 
helping  foreigners  buy  pieces  of 
America  at  bargain  prices.  ■ 
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The  rest  are  fa^^honies. 

In  a  world  of  personal  facsimiles,  there's  only  one  original. 

Canon  FaxPhone.  Now  with  a  complete  line  of  personal  facsimiles  to  meet  your  personal  business  needs. 

All  designed  to  deliver  documents  anywhere.  In  seconds. 
To  send  and  receive  fine  print  and  drawings  with  remarkable  clarity 
Or  dial  a  simple  phone  call  with  a  single  touch.  -. 

And  whether  you  choose  the  standard  FaxPhone  8.  the  versatile 
FaxPhone  20  or  the  high-performance  FaxPhone  25.  you  get  a  level 
of  innovative  technology  you've  come  to  expect  from  Canon. 

Technology  that  shows  you  why  it  takes  more  than  a  fax  and  a 
phone  to  make  a  FaxPhone.  ^ 

And  why  anything  else  is  just  | 


BxPhone  25 


a  facsimile. 


FAXPHONE 


FaxPlwneo 


FaxPhone  20 


,  or  more  mformalion  cal!  the  Consumer  Informalion  Center  neares,,  i^^ 
New  York  516-933-6300    Chicago  312-250-6200     Los  Angeles  7U-979-50Q0    Atlania.  404-448-1430     Dallas  214-830-9600 


Why,  in  this  high-tech  age,  do  we  have  so 
much  trouble  coping  with  garbage?  The 
technology  is  here,  but  we  haven't  figured 
out  how  to  allocate  the  costs. 

Not  in  anybody's 
backyard 


By  James  Cook 


EVERYBODY  KNOWS  THAT  our  af- 
fluent— some  would  say  spend- 
thrift— society  has  a  garbage 
problem.  The  problem  is  as  simple  as 
two  crossing  lines  (see  chart,  opposite). 
The  U.S.  generates  more  and  more 
municipal  solid  waste  every  year — 
16%  more  last  year  than  it  did  only 
ten  years  ago — but  there  are  fewer  and 
fewer  landfills  to  absorb  it. 

In  the  past  ten  years,  we  have  lost 
more  than  70%  of  the  landfill  sites  in 
the  U.S.  Some  14,000  have  closed  and 
only  about  5,500  remain.  According 
to  EPA  estimates,  another  2,275  will 
close  in  the  next  five  years.  New  Jer- 
sey already  exports  52%  of  its  waste 
and  is  almost  certain  to  export  more. 

Incineration  and  recycling  have 
made  no  more  than  a  dent  in  the  prob- 
lem. Roughly  80%  of  the  160  million 
tons  we  generate  every  year  still  goes 
into  the  landfills.  New  sites  are  avail- 
able, but  it's  harder  and  harder  to 
build  on  them.  Nobody  wants  to  live 
next  to  a  shopping  center  or  a  truck 
terminal,  let  alone  a  landfill  or  an 
incinerator. 

Orange  County  is  a  semirural  area 
60  miles  or  so  from  New  York  City. 
Until  last  summer  County  Executive 
Louis  Heimbach  and  most  of  Orange 
County's  300,000  other  residents 
didn't  worry  much  about  their  ability 
to  dispose  of  the  county's  1 , 1 00  tons  a 
day  of  garbage.  The  county  had  filed 
plans  with  the  state  to  expand  its  75- 
acre  landfill  near  the  city  of  Middle- 
town,  N.Y.  by  another  154  acres,  and 
that  should  have  lasted  the  county  till 
the  turn  of  the  century.  But  in  July  the 
state's  Department  of  Environmental 
Conservation,  which  has  authority  in 
these  matters,  unexpectedly  turned 
Orange  down.  There  was  an  aquifer 
under  the  site,  and  the  county  hadn't 


considered  other  disposal  options. 

Orange  County  is  far  from  alone.  In 
communities  throughout  the  North- 
east, in  Florida,  in  California,  in  major 
cities  around  the  country,  the  land- 
fills are  closing  down,  and  the  cost  of 
finding  alternatives  has  risen  sharp- 
ly— from  maybe  $10  or  $12  a  ton  on 
average  to  $70,  $100,  $120  and  even 
$205  a  ton.  A  crisis,  yes.  A  catastro- 
phe? Probably  not. 

Our  towering  garbage  problem  can 
be  solved,  not  cheaply,  but  at  a  cost 
the  nation  can  afford.  There  are  two 
reasons  that  it  is  not  being  solved. 
First,  a  host  of  special  interests  have 
been  pulling  in  so  many  directions 
that  progress  is  painfully  slow.  Sec- 
ond, we  have  not  yet  learned  how  to 
build  into  our  national  price  structure 
sufficient  incentives  to  deal  with  the 
problem — to  encourage  manufactur- 
ers to  use  no  more  materials  than 
necessary,  garbage  collectors  to  limit 
the  waste  they  pick  up  or  consumers 
to  restrict  what  they  throw  away. 

Pitted  against  one  another  are  envi- 
ronmental groups,  consultants,  man- 
ufacturers, government  agencies,  pol- 
iticians, homeowners.  The  waste-to- 
energy  companies  fear  the  move  to 
recycling  will  shut  them  out  of  the 
market.  Scrap  dealers  worry  that  the 
rccyclers  will  walk  away  with  their 
business.  The  battery,  container  and 
plastics  producers  suspect  that  regula- 
tion will  limit  their  growth.  And  ex- 
treme environmentalists  don't  like 
the  idea  that  somebody  else  might 
have  a  partial  claim  on  the  truth. 

You  have  local  communities  pitted 
against  resource  recovery  projects,  en- 
vironmentalists against  the  EPA,  the 
EPA  against  everybody.  Only  the 
landfill  operators  are  left  smiling 
cheerfully  at  the  rapid  rise  in  tipping 
fees  (the  charge  to  dump  at  a  landfill 
or  incinerator). 


So,  while  recycling  fiddles,  dump- 
ing grows.  Half  the  dumps  that  re- 
main are  operating  illegally,  failing  to 
meet  state  or  federal  environmental 
regulations,  and  jeopardizing  earth, 
air  and  water.  "The  states  keep  them 
open,"  says  Paul  Montrone,  chairman 
of  Wheelabrator  Technologies,  the 
U.S.'  number  two  waste-to-energy 
company,  "because  there's  no  other 
place  to  put  the  garbage." 

New  York  City  generates  the 
nation's  largest  waste  stream — 27,750 
tons  of  garbage  a  day — and  disposes  of 
most  of  it  in  the  world's  largest  land- 
fill, the  3,000-acre,  30-year-old  dump 
on  Staten  Island  with  the  ironic  name 
of  Fresh  Kills.  An  environmental 
monstrosity.  Fresh  Kills  has  problems 
with  seagulls  and  leachate,  and  it  op- 
erates at  all  only  because  the  state's 
Department  of  Environmental  Con- 
servation   has    given    it    a    special 
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Orange  County's  75-cicre  landfill  near  Middletowfi,  NY. 


dispensation. 

Within  a  dozen  or  so  years  Fresh 
Kills  will  be  the  highest  point  on  the 
eastern  seaboard  south  of  Maine,  ris- 
ing 500  feet  above  New  York  Harbor, 
half  as  high  as  the  Chrysler  Building, 
half  again  as  high  as  the  Statue  of 
Liberty,  and  likely  to  become  one  of 
the  wonders  of  the  world — an  ugly, 
stinking  symbol  of  urban  civilization. 

If  Fresh  Kills  were  exhausted  to- 
morrow, and  New  York  had  to  ship  its 
8  million  tons  of  waste  to  Ohio  at 
$120  a  ton,  as  many  of  its  neighboring 
communities  do,  it  would  cost  the 
city  a  staggering  $1  billion  a  year, 
equal  to  twice  the  city's  current  Sani- 
tation Department  budget.  And  Fresh 
Kills  is  not  really  atypical.  Forty  per- 
cent of  the  U.S.'  solid  waste  goes  into 
157  large  landfills,  most  of  them  also 
becoming  saturated. 

Until  very  recently  incineration  of- 


fered the  best  chance  of  solving  the 
waste  disposal  problem  quickly  and 
efficiently.  Such  incinerators  extend 
the  life  of  the  remaining  landfills  by 
reducing  the  volume  of  garbage  by  as 
much  as  90%.  They  also  reduce  the 
cost  of  doing  so  by  generating  by-prod- 
uct steam  and  electricity  for  sale  to 
local  utilities.  For  instance,  in  1986 
Wheelabrator's  Baltimore  plant  gener- 
ated $11.2  million  in  electric  and 
steam  revenues,  51%  of  the  $22.1  mil- 
lion it  took  in  tipping  fees. 

More  than  100  waste-to-energy 
plants  are  now  operating  in  the  U.S., 
according  to  Governmental  Advisory 
Associates'  1988-89  Resource  Recorety 
Yearbook,  and  another  181  are  slated 
to  go  into  operation  over  the  next  five 
years.  They  have  cost  $3.8  billion  so 
far,  with  $18  billion  yet  to  be  spent.  If 
all  of  them  get  built,  the  U.S.  will 
have  the  capacity  to  process  44  mil- 


lion tons  of  waste  a  year — more  than 
25%  of  last  year's  total. 

In  most  communities,  incineration 
paid  off  handsomely  and  delivered  the 
results  that  were  promised.  When 
Wheelabrator's  Saugus,  Mass.  plant 
went  into  operation  13  years  ago, 
Wheelabrator  was  charging  $13  a  ton 
at  a  time  when  the  local  landfills  were 
charging  $9.  But  that's  come  to  look 
like  a  bargain.  These  days,  though  the 
contract  price  has  risen  to  $22  a  ton, 
the  local  landfill  is  charging  $60. 

So  why,  despite  its  considerable 
success,  has  the  growth  of  incinera- 
tion slowed?  The  easiest  answer  is 
that  plant  economics  have  become 
less  favorable.  With  oil  prices  high, 
electricity  from  waste-to-energy 
plants  could  command  a  high  price; 
when  oil  prices  dropped,  it  could  not. 
On  top  of  the  decline  in  energy  prices 
came  the  1986  tax  reform  act,  which 
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eliminated  tax  incentives  and  so 
raised  the  total  cost  of  waste-to-ener- 
gy projects  by  20%.  The  result  was, 
according  to  a  Kidder,  Pcabody  sur- 
vey, that  more  planned  mcinerator  ca- 
pacity was  canceled  last  year  than  was 
put  on  order. 

The  slowing  of  waste  incineration 
was  based,  too,  on  noneconomic  fac- 
tors. It  IS  hard  to  site  anything  these 
days — mcincrators  or  shoppmg  cen- 
ters, anythmg.  NIMBY,  not  m  my 
backyard,  comes  mto  play.  Various 
environmentalist  groups  had  also 
raised  questions  about  safety — diox- 
ins,  furans  in  the  air,  heavy  metals  in 
the  ash.  To  deal  with  the  safety  issue, 
the  industry  has  been  managing  with 
baghouses,  scrubbers  and  other  con- 
trol mechanisms  and  with  specially 
designed  landfills.  These  safety  mea- 
sures are  expensive.  "If  the  cost  ever 
reaches  $100  a  ton,"  says  New  York 
City's  sanitation  commissioner,  Bren- 
dan Sexton,  "resource  recovery  will 
no  longer  be  feasible." 

For  their  part,  most  environmental- 
ists prefer  recycling  to  incineration  as 
not  only  safer  but  lower  cost,  and  the 
public  is  only  too  ready  to  listen.  Re- 
cycling appeals  to  everybody's  latent 
sense  of  thrift,  just  as  the  conserva- 
tion cthic  did  in  the  energy  crisis. 


Instead  of  throwing  things  away,  recy- 
cling puts  them  to  use  again.  It  turns 
waste  paper  into  packaging,  beer  cans 
into  aluminum  sheet.  Seattle  and  San 
Francisco  found  the  argument  so  per- 
suasive that  they  abandoned  their  in- 
cineration schemes  in  favor  of  recy- 
cling and  yard-waste  composting,  and 
so  did  a  dozen  cities  from  Maine  to 
California. 

But  recycling  is  simpler  in  concept 
than  It  IS  in  practice.  The  waste  first 
has  to  be  broken  down  into  its  compo- 
nents— expensive  if  it's  done  by  hand 
at  some  central  point,  and  inconve- 
nient if  it's  done  by  the  householder 
at  the  point  of  origin.  But  for  all  that, 
recycling  programs  began  springing 
up  all  over  the  country — curbside  sep- 
aration programs,  that  is,  some  600  at 
last  count  nationwide.  In  Seattle,  for 
instance,  householders  sort  their 
trash  into  three  bins — cans  and  bot- 
tles, newspaper,  and  mixed  paper. 
Waste  Management  then  collects  the 
material,  sorts  it  and  sells  it  either  to 
basic  manufacturers  or  to  middlemen. 

Not  only  does  all  this  cost  money, 
but  It  involves  time  and  inconve- 
nience for  consumers.  You  have  to 
rinse  out  your  bottles  and  work  your 
yard  waste  into  compost  when  you'd 
rather  be  playing  golf  or  watching  tv. 


The  Japanese  have  pointed  the  way 
in  waste  management  as  they  did  in 
energy  conservation.  They  recycle 
something  like  40%  of  their  waste 
and  incinerate  33% .  Only  27%  is  sent 
to  landfills,  versus  80%  in  the  U.S. 
"The  Japanese  recognize  that  no  one 
technology  can  handle  the  problem," 
says  Allen  Hershkowitz,  president  of 
Elmsford,  N.Y.'s  Municipal  Recycling 
Associates,  the  U.S.'  leading  author- 
ity on  Japanese  waste  management. 
"Every  piece  of  garbage  should  have 
its  proper  place.  Landfill,  incinerator, 
recycling." 

The  Japanese  have  institutionalized 
the  inconvenience  and,  sometimes 
voluntarily,  sometimes  not,  separate 
their  trash  into  3,  4  and  even  21  cate- 
gories. By  contrast,  most  Americans 
are  accustomed  to  throwing  things 
away,  and  manufacturers  have  en- 
couraged them  to  do  so  by  designing 
everything  for  disposability.  New  Jer- 
sey, Oregon,  Connecticut  and  Penn- 
sylvania, recognizing  that  people  are 
reluctant  to  take  the  pains  to  separate 
their  trash,  have  made  recycling 
mandatory. 

Recycling  is  obviously  anything  but 
pie  in  the  sky.  The  U.S.  already  recy- 
cles a  substantial  part  of  its  total 
waste  stream.  But  mostly  the  part 
where  the  economics  are  right.  As 
Herschel  Cutler,  executive  director  of 
the  Institute  of  Scrap  Recycling  In- 
dustries, points  out,  "If  the  market 
value  is  sufficiently  high,  the  stuff 
will  recycle."  And  the  high-value 
stuff,  mainly  scrap  iron  and  steel,  pa- 
per, aluminum  and  glass,  does  get  re- 
cycled. This  amounts  to  nearly  20 
million  tons  per  year,  out  of  a  total  of 
160  million  tons. 

Ten  states  have  helped  the  econom- 
ic process  along  by  enacting  legisla- 
tion requiring  deposits  on  beverage 
bottles  as  an  incentive  to  return  emp- 
ties to  a  central  location.  Thus  it  be- 
comes costly  to  toss  a  beer  bottle  or 
can  out  of  your  car  window  rather 
than  to  lug  it  back  to  the  store.  The 
aluminum  industry,  which  already 
uses  scrap  for  a  third  of  its  raw  materi- 
al, now  recycles  50%  of  the  cans  it 
produces.  Plastic  has  begun  to  recycle 
in  measurable  amounts  for  the  first 
time.  So  far  only  20%  of  the  U.S.' 
plastic  beverage  containers  are  recy- 
cled, 1%  of  the  total  plastic  produced. 
But  it's  a  start. 

The  really  big  market  for  recycla- 
bles  IS  paper;  it  accounts  for  41%  of 
the  waste  stream  and  has  been  suc- 
cessfully recycled  for  generations. 
This  year,  the  American  Paper  Insti- 
tute estimates,  the  U.S.  will  recover 
26.5  million  tons  of  waste  paper,  in- 
cluding waste  produced  at  paper  in- 
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dustry  mills,  30%  of  total  U.S.  pro- 
duction, 34%  of  its  newsprint,  49%  of 
its  corrugated  containers. 

Those  26.5  million  tons  are  only 
the  tip  of  the  iceberg,  however.  There 
are  an  additional  50  million  tons  of 
corrugated  and  newspaper,  printing, 
office  and  other  papers  that  are  not 
being  recycled.  Why  not?  Though 
waste  paper  collection  has  shot  up, 
domestic  recycling  capacity  has 
moved  up  very  gradually.  U.S.  re- 
cyclers  are  consuming  27%  more 
waste  paper  than  they  did  in  1980,  but 
waste  paper  collections  are  up  more 
than  that.  The  bulk  of  the  percentage 
increase  has  gone  to  booming  markets 
in  Korea  and  Taiwan,  where  an  entire 
industry  has  been  built  on  waste  ma- 
terial; the  waste  returns  as  packaging 
for  consumer  electronics. 


What's  holding  up  more  domestic 
capacity?  Answers  Basil  Snider,  head 
of  Garden  State  Paper  Co.,  the  U.S.' 
number  one  recycler  of  newspaper 
into  newsprint,  "With  oversupply  de- 
veloping, where  arc  we  going  to  sell 
it?  And  at  what  price?  The  Canadian 
producers  set  the  prices,  and  how  do 
you  push  the  Canadians  out  of  their 
national  industry?"  Adds  Jeff  Kocian, 
a  regional  director  of  Waste  Manage- 
ment's recycling  operations,  "Unless 
the  demand  for  recycled  newspaper 
can  be  structurally  altered — by  requir- 
ing a  percentage  of  paper  content  to 
come  from  recycled  paper,  say — the 
market  for  newspaper  is  saturated." 

No  question:  Reycling  is  expensive. 
In  many  cases  it  would  cost  more  to 
make  products  from  recycled  material 
than  It  would  using  virgin  material. 


"Recycling  is  not  economic,"  says 
Wheelabrator's  Paul  Montrone.  "If  it 
had  been,  we'd  be  doing  it.  We're  in 
the  business  of  making  money.  Recy- 
cling is  something  that  has  to  be  paid 
for.  It's  another  cost  of  disposal." 

What  drives  recycling  these  days  is 
the  cost  you  avoid  in  sending  the 
waste  to  the  landfill  or  incinerator, 
but  unless  there's  a  market  out  there 
to  absorb  it,  you  haven't  recycled  any- 
thing, you've  simply  separated  it  and 
increased  the  cost  of  handling. 

Take  yard  waste,  the  second-largest 
component  in  the  waste  stream. 
Grass  clippings,  tree  trimmings  and 
fallen  leaves  account  for  18% — 28.6 
million  tons — of  the  waste  the  U.S. 
generates  every  year.  Such  waste  can 
be  made  into  compost  and  used  as  a 
covering  for  landfills  or  as  a  mulch  for 
roadsides  and  parks,  for  nurseries  and 
landscapers,  but  unless  government 
entities  make  deliberate  efforts  to  put 
the  material  to  use,  the  markets  are 
hard  to  find.  According  to  HDR  En- 
gineering's Frank  Borchardt,  there  is  a 
potentially  large  market  for  the  inert 
materials  in  compost,  which  can  be 
used  in  the  construction  of  highway 
roadbeds,  but  nobody  has  yet  devel- 
oped it.  Building  a  market's  not  easy, 
particularly  when  the  recyclers  are 
municipalities,  volunteer  groups  or 
even  private  garbage  collectors  (see 
fx).x,p.  180)  with  little  or  no  marketing 
skills. 

In  the  end,  the  best  solution  may  be 
to  outlaw  yard  waste  in  landfills,  as 
New  Jersey  has  done,  and  let  the 
householder  cope  with  it  as  best  he 
can.  That's  not  necessarily  as  burden- 
some as  it  sounds.  Brookhaven,  N.Y. 
turns  its  yard  waste  into  compost  at  a 
community  center  and  returns  the 
compost  to  the  householder  at  no 
cost.  But  the  recycling  more  than  pays 
for  itself  in  the  $4  million  or  so  it 
saves  in  avoided  landfilling  costs. 

EPA's  Winston  Porter  thinks  the 
government  could  help  build  some 
markets  by  specifying  the  use  of  recy- 
cled material  in  procuring  things  like 
office  supplies  and  roadbuilding  mate- 
rials. New  Jersey  commits  42%  of  its 
paper  budget  to  recycled  paper  and 
will  even  pay  a  10%  premium. 

Garden  State's  Basil  Snider  argues 
that  isn't  enough.  There  isn't  the  ca- 
pacity to  make  such  paper  in  any 
quantity,  nor  the  technology  to  pro- 
duce it  in  acceptable  quality.  So,  he 
says,  if  you  want  to  create  new  mar- 
kets, you  will  have  to  settle  for  lower- 
quality  paper  in  certain  products  and 
offer  subsidies  to  encourage  recyclers 
to  get  into  the  business.  Far  better. 
Snider  thinks,  for  governments  to 
specify  paper  with  a  certain  mini- 
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mum  recycled  fiber  content — 10%, 
say — and  pay  a  premium  price  for  it. 
In  the  end  the  public  will  pay.  The 
problem  is  that  it  is  not  easy  to 
change  their  buying  habits  in  favor  of 
recyclable  materials,  or  to  persuade 
people  that  if  they  pay  more  for  gro- 
ceries or  for  paper  they  will  not  pay  so 
much  for  carting  their  garbage  to  dis- 
tant landfills. 


And  how  do  you  persuade  manufac- 
turers to  design  their  products  to  en- 
sure easier  disposal  or  recycling?  You 
must  find  a  way  to  convince  them 
that  disposability  or  recyclability 
must  be  an  element  of  design.  Design 
does  make  a  difference.  The  packag- 
ing industry,  for  instance,  once  recon- 
figured paperboard  milk  cartons  to 
use  5%  less  material. 


EPA's  Porter  expects  the  market  to 
take  care  of  the  problem.  "I  see  com- 
petition developing  among  companies 
on  who  can  be  the  best  recycler,"  he 
says.  "I  see  intense  environmental 
and  recyclability  competition  going 
on  among  the  manufacturers.  The 
way  some  people  got  a  competitive 
edge  by  rushing  into  the  market  with 
phosphate-free  detergents." 


"The  problem  is  markets" 


Anthony  Lomangino,  the  exu- 
berant 37-year-old  treasurer 
of  Brooklyn's  Star  Recycling 
Inc.,  thinks  of  himself  as  always 
having  been  destined  to  go  into 
the  recycling  business.  After 
graduation  from  St.  John's  Uni- 
versity in  1974  with  a  degree  in 
accounting,  Lomangino  wound 
up  in  the  family  business.  Al- 
lied Sanitation  Inc.,  one  of  New 
York's  largest  private  garbage 
collection  companies.  At  one 
point  the  company  was  strapped 
for  cash,  and  Lomangino  began 
pulling  corrugated  paper,  wood 
and  metal  out  of  the  garbage 
Allied  collected,  and  tried  to 
sell  them.  In  no  time  Loman- 
gino was  diverting  enough  trash 
to  save  the  company  $10,000  a 
month  in  tipping  charges 
at  the  city  landfills. 

With  more  payoffs  like 
that  in  prospect.  Allied  set 
up  Star  Recycling  six 
years  ago,  and  has  since 
laid  out  about  $20  million 
for  land  and  equipment.  It 
now  boasts  what  Loman- 
gino claims  is  one  of  the 
largest  and  most  sophisti- 
cated recycling  operations 
in  the  U.S. 

At  two  locations,  one  in 
Queens  and  one  in  Brook- 
lyn's Greenpoint  industri- 
al park.  Star  now  process- 
es something  like  1,500 
tons  of  waste  a  day,  one- 
third  of  It  construction 
waste,    two-thirds 
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Low-cost  immigrant  labor  made  it  all  possible. 
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mercial garbage.  Construction  waste,  a  third  of  it  wood, 
is  tumcd  into  wood  chips,  compost  and  ground  cover. 
The  garbage,  collected  by  Allied  in  New  York's  five 
boroughs,  moves  onto  conveyer  belts  where  workers 
pull  out  the  corrugated  paper,  metal,  wood  and  hard 
plastic,  leaving  the  residue  to  be  baled  and  trucked  to 
the  landfill. 

"The  problem  is  markets,  markets,  markets,"  Lo- 
mangino groans.  Only  experience  tells  you  who  will 
take  the  recyclable  material  off  your  hands  when  prices 
are  down. 


But  the  economics  of  recy- 
cling are  elementary.  Star  gets 
paid  $20  to  remove  a  cubic  yard 
of  construction  debris,  spends 
maybe  $5  turning  it  into  chips, 
sells  it  to  a  Procter  &.  Gamble 
power  plant  on  Staten  Island, 
and  winds  up  saving  30%  of 
what  it  would  have  had  to  pay 
in  tipping  fees  at  the  landfill. 
Star  makes  nothing  on  recycling 
as  such;  its  profits  come  in  the 
avoided  cost  of  the  landfill. 

As  you  would  expect,  recy- 
cling is  labor  intensive.  Though 
Lomangino  thinks  it  makes 
sense  to  ship  garbage  to  low- 
wage  countries  for  processing, 
Star  manages  to  get  by  with  rel- 
atively low-cost  unionized  im- 
migrant labor.  Star's  100  con- 
veyor-belt workers  earn 
S5.50  an  hour,  plus  over- 
time and  productivity  bo- 
nuses. They  work  12-hour 
shifts  six  days  a  week. 

At  present  Star  process- 
es only  commercial 
waste,  but  once  its  third 
plant  goes  into  operation 
next  year,  the  company 
will  have  the  capacity  to 
process  5,000  tons  of 
waste  a  day  that  would 
otherwise  go  to  deplete 
the  precious  Fresh  Kills 
landfill.  No  surprise,  then, 
that  Lomangino  would 
like  to  try  his  hand  on  the 
city's  household  waste. 
Commercial  carters,  he 
argues,   have  the  experi- 


ence and  the  profit  motive  to  make  recycling  work. 

The  city,  Lomangino  guesses,  would  be  willing  to 
give  private  carters  a  chance  if  it  weren't  for  the  politi- 
cal risks  involved  in  dealing  with  an  industry  that  has 
repeatedly  been  accused  of  being  dominated  by  orga- 
nized crime.  "If  there  are  people  in  the  business  with 
such  connections,"  Lomangino  says,  "it  shouldn't  be 
difficult  to  find  out  who  they  are.  I'm  regulated  by  four 
different  agencies,  and  I've  been  cleared  by  all  of  them. 
Why  give  the  job  to  people  who  don't  have  any  experi- 
ence at  doing  the  job?" — J.C. 
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Color  copies 
for  people  who 

see  the  same 
thing  differently. 


Illustration 


The  Canon  Color  Laser  Copier.  No  other 
copier  in  the  world  lets  you  be  so  creative  with 
colors  so  true  to  the  original.  From  any  original. 

Because  no  matter  how  you  choose  to  express 
yourself,  you  get  the  same  high-quality  color  on 
every  copy  From  photographs  and  paintings,  to 
illustrations  and  even  35  mm  slides  or  negatives, 
every  shade  and  nuance  is  completely  intact. 

Or,  completely  different,  if  you  like. 

With  incredibly  simple  commands,  the  Color 
Laser  Copier  can  totally  transform  your  image. 
By  changing  its  colors.  Editing  out  entire  sections 
while  keeping  the  best  ones  in.  Or  by  stretching, 
condensing  or  enlarging  it  by  as  much  as  400%. 

All  in  seconds.  And  all  on  the  same  plain 
paper  used  by  ordinary  copiers. 

The  extraordinary  Canon  Color  Laser  Copier. 
No  matter  how  you  see  it,  you  get  the  world's 
most  creative  full-color  copy. 


Canoti 

COLOR  LASER  COPIER 

HEnioy  easy  e«tentJed  payments  with  the  Caixjn  Credit  Card 
Ask  for  details  at  pafticipanr>g  Canon  dealers  and  retailers 
Available  only  m  US 

For  more  information,  call  toll  free  1-800-OK  CANON.  Or  write 
Canon  USA.  Inc.,  PQ  Box  5023,  Clifton.  NJ  07015.    s,M8c.no„usA.™ 


HIGH  YIELD 
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^^^^  ince  its  beginning  more  than  20  years  ago,  adver- 
^^^P  tising  in  Institutional  Investor  has  always  been  a 
^^^^  sound  investment.  Now,  the  leading  magazine  in  the 
finance  and  investment  field  offers  a  higher  yield 
than  ever. 

In  1989,  II  will  introduce  its  new  INVESTMENT  MATCH 
PROGRAM.  Advertisers  who  take  advantage  of  this  program 
will  be  able  to  reach  Institutional  Investor's  universe  of 
544,000  readers  with  both  impact  and  frequency— 
AND  AT  A  VERY  FAVORABLE  COST. 

Next  year,  all  advertisers  who  increase  their  advertising 
schedule  in  II  by  a  tninimutn  of  one  insertion  over  198S 
levels  will  receive  free  equivalent  advertising  to  match  their 
incremental  advertising  investment.  This  applies  to  sched- 
ules in  both  U.S.  and  International  Editions. 

For  example: 

°An  advertiser  who  increases  its  1988  four-time  schedule 
by  two  insertions  to  six  in  1989  will  receive  two  additional 
matching  insertions  free.  A  total  of  eight  insertions  at  the 
cost  of  only  six. 

°An  advertiser  who  ran  only  once  in  1988  can  triple  that 
investment  by  adding  only  one  more  page  and  getting  the 
third  free. 

When  you  are  planning  your  advertising  portfolio  for  1989, 
be  sure  to  consider  Institutional  Investor  for  the  best  yield  on 
your  advertising  dollars  and  for  its  delivery  of  a  very  select 
audience  of  decision  makers  at  the  very  highest  level  in  the 
financial  and  in\estment  communitv'. 

For  complete  details,  call  Jav  Berfas,  Director  of 
Advertising,  in  New  York  at  <'212)  :)03-.3305. 
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In  short,  the  U.S.  garbage  crisis  is 
not  unmanageable.  There  is  no  single, 
simple  solution.  Recycling,  incinera- 
tion, landfills,  manufacturers  and  mu- 
nicipalities, private  carters  and  con- 
sumers— all  are  a  part  of  the  solution. 

But  in  our  complex  society  every- 
thing is  interrelated.  Try  to  encourage 
automotive  fuel  economy,  and  you 
encourage  the  auto  industry  to  shift 
from  easily  recyclable  metals  to  unre- 
cyclable  composites.  You've  helped 
reduce  U.S.  dependence  on  foreign  oil 
but  made  the  landfill  problem  v^rorse. 
Try  to  reduce  roadside  waste  with  de- 
posit legislation,  and  you  drive  glass 
out  of  containers  in  favor  of  plastic 
and  make  recycling  more  difficult. 

Close  down  battery  recycling  sites 
as  hazardous,  and  you  send  batteries 
flowing  as  toxic  waste  into  landfills 
and  incinerators.  Prohibit  leaf  bum- 

'Tliere  is  no  single,  simple 
solution.  Recycling, 
incineration,  landfills, 
manttfacturers  and 
municipalities,  private 
carters  and  consumers — all 
are  part  of  the  solution." 

ing  to  protect  the  air,  and  yard  waste 
begins  choking  the  landfills.  Develop 
a  biodegradable  plastic  to  reduce  the 
litter  at  the  roadside,  and  you  bollix 
up  the  inertness  of  a  landfill.  Push 
here,  prod  there,  and  something  unex- 
pected develops  somewhere  else. 

One  thing  is  clear:  To  find  its  way 
out  of  the  garbage  crisis,  it's  going  to 
cost  the  U.S.  consumer  money,  and 
lots  of  It.  Some  idealists  would  Uke  to 
have  us  return  to  a  simpler  life  with 
less  packaging.  What — Americans 
give  up  disposable  diapers  and  tv  din- 
ners? It  won't  happen.  Those  moun- 
tains of  garbage  are  the  price  we  pay 
for  our  standard  of  living. 

To  preserve  that  convenience  and 
those  living  standards,  we  will  have  to 
incur  new  costs,  costs  that  probably 
will  have  to  be  diffused  through  the 
price  and  tax  structure.  The  bottle 
deposit  laws  served  to  increase  prod- 
uct prices  an  average  of  15%  in  those 
states  that  require  it — to  cover  the 
cost  of  handling  the  returns.  Not  even 
counting  such  diffused  costs,  dispos- 
ing of  garbage  now  costs  us  maybe  $7 
billion  a  year.  A  decade  from  now  it 
could  cost  ten  times  as  much.  "We 
live  in  an  affluent  society,"  says  Da- 
vid Sokol,  head  of  Ogden  Martin  Sys- 
tems, "and  my  view  is  that  people  are 
prepared  to  pay  the  cost  of  disposing 
of  their  refuse  rather  than  change 
their  lifestyle."  He's  right,  but  we've 
still  a  long  way  to  go.  ■ 
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Commercial  and  investment 

banking  in  one  organization? 

In  Germany  we  have  a  name  for  it. 


You  may  know  us  as  one  of 
Gernnany's  leading  connmercial 
banks.  But  did  you  know  that 
we  are  one  of  Germany's  leading 
investment  banks?  This  unique 
combination  is  called  "universal 
banking"  and  it's  been  our  business 
for  over  100  years. 

As  a  commercial  bank,  we 
finance  more  than  20%  of 
Germany's  foreign  trade  and 
arrange  project  financings  worth 
billions. 

As  an  investment  bank,  we 
supply  the  full  range  of  invest- 
ment banking  services,  corporate 
stock  and   bond   underwriting   in 


particular.  Last  year  alone  we 
lead-managed  eurobond  issues 
for  a  total  of  US  $  8.4  billion. 

At  Deutsche  Bank  you  will  find 
experienced  people  skilled  in  uni- 
versal banking.  You  can  rely  on 
their  ingenuity  to  identify  the  most 
efficient  way  to  meet  your  financial 
requirements. 

For  universal  banking  -  the 
unique  combination  of  commercial 
and  investment  banking  services  - 
consider  using  the  skills  and  ex- 
perience of  one  of  the  world's 
leading  banking  groups. 

Contact  the  Deutsche  Bank 
Group  office  nearest  you. 


Deutsche  Bank 


Deutsche  Bank  AG 
New  York  Branch 
(Commercial  Banking) 
9  West  57th  Street 
New  York.  NY  10019-2799 
Tel.:  (212)  940-8000 


Capital  Management  International  GmbH 

of  Deutsche  Bank 

(Pension  Fund  Management) 

Representative  Office,  9  West  57th  Street 

New  York.  NY  10019-2799 

Tel.:  (212)  832-1630 


Deutsche  Bank 
Capital  Corporation 
(Investment  Banking) 
40  Wall  Street 
New  York.  NY  10005 
Tel :  (212)  612-0600 


Deutsche  Credit  Corporation 
(Sales  Financing) 
2333  Waukegan  Road 
PO  Box  329 
Deerlield.  IL  60015 
Tel.:  (312)  948-7272 


Once  the  fastest  mover  in  the  paper  indus- 
try, James  River  is  now  a  $5  billion  behe- 
moth. Has  it  lost  its  edge? 

"We  make  dozens 
of  mistakes,  but 
they're  all  little" 


Clxiimuin  Brenton  Halse\'  and  President  Robert  Williams 

The  strategy  is:  More  of  the  same,  and  never  mind  the  setbacks. 


By  Janet  Novack 


ALMOST  FIVE  YEARS  agO,  FORBES 
called  fames  River  Corp.  of  Vir- 
b  ginia  "the  best  little  paper 
company  in  America"  Qan.  2,  19H4). 
And  it  was:  Over  the  preceding  five 
years,  return  on  shareholder's  equity 
at  the  15-year-old  company  had  aver- 
aged 26%. 

Today  fames  River  is  the  second- 
largest  paper  company  in  the  world, 
with  133  plants  and  a  sprawling  prod- 
uct line  including  Brawny  paper  tow- 
els and  Northern  toilet  tissue,  Dixie 
cups  and  plates,  magazine,  computer, 
copier  and  photographic  paper,  cereal 
and  bread  bags,  and  microwave  pop- 
corn and  pizza  packaging.  In  fiscal 
year    1988,    ended   last    Apr.    24,    it 


racked  up  $5.1  billion  in  sales. 

But  what  happened  to  profitability? 
It  has  shrunk  alarmingly.  In  fiscal 
1988  James  River's  return  on  equity 
was  just  10.7%.  its  optimistic  target 
for  fiscal  1989  (ended  next  April)  is  a 
13%  return.  Even  that  is  still  well 
behind  the  paper  industry  as  a  whole, 
which  should  average  about  an  18% 
return  on  equity  in  calender  1988  and 
close  to  that  in  1989. 

The  question  now:  Has  James  River 
lost  its  edge,  or  is  it  just  suffering  from 
growing  pains? 

In  their  hunger  for  growth  and  what 
they  saw  as  earnings  stability,  James 
River  founders  Brenton  Halsey,  61, 
and  Robert  Williams,  58,  plowed 
ahead  with  expansion,  acquiring  big 
companies  and  accepting  lower  re- 


turns as  a  cost  of  growing.  In  1986 
they  nearly  doubled  their  size  with 
the  all-stock  acquisition  of  Crown 
Zellerbach.  Integrating  Crown  was 
daunting  enough,  but  the  company 
embarked  on  an  ambitious  internal 
expansion  program  at  the  same  time. 
Then  it  ran  into  some  unforeseen 
problems,  chief  among  them  being 
runaway  pulp  prices. 

James  River,  it  appears,  got  too  big 
and  too  complex  too  fast.  Now  it's 
paying  the  price.  Yet  the  founders 
(known  as  Brent  and  Bob)  neither 
make  apologies  nor  show  much  incli- 
nation to  slow  down.  "We  make  doz- 
ens of  mistakes,  but  they're  all  little 
ones,"  Halsey,  the  chairman  and  chief 
executive  officer,  says  in  his  soft  Vir- 
ginia drawl. 

Halsey  and  Williams  now  have  the 
company  in  the  midst  of  a  $2.5  billion 
to  $3  billion,  five-year  capital  invest- 
ment program.  They'll  have  the  com- 
pany back  toward  the  top  of  its  indus- 
try by  the  early  1990s,  they  say. 

Halsey  and  Williams  blame  the 
profit  setbacks  primarily  on  "external 
factors."  The  two  engineers  founded 
James  River  in  1969  with  the  lever- 
aged buyout  of  a  $3.8  million  (reve- 
nues) paper  mill  complex  from  their 
employer.  Ethyl  Corp.  (Forbes,  May 
18,  1987).  Their  strategy  then  was 
clear:  to  become  a  force  in  the  frag- 
mented market  for  specialty  (small- 
order,  often  custom-designed)  papers. 
They  would  keep  capital  costs  low  by 
buying  obsolete  little  mills  from  big 
companies  at  bargain  prices.  For  a  de- 
cade they  stuck  to  that  plan. 

Disdaining  integration,  they  bought 
pulp  from  others,  which  made  sense 
when  they  were  small.  But  in  the 
1980s  Halsey  and  Williams  got  hun- 
grier. In  six  years  James  River  con- 
summated three  big  acquisitions, 
each  of  which  roughly  doubled  its  size 
and  took  it  further  from  its  narrow 
base  into  such  big-volume  areas  as 
towels  and  tissues,  business  commu- 
nications papers,  folding  cartons  and 
paper  plates.  As  it  grew,  James  River 
did  begin  to  integrate,  adding  pulp- 
making  capacity.  But  the  world  and 
the  company's  pulp  needs  changed 
faster  than  Halsey  and  Williams'  de- 
sire and  ability  to  integrate. 

The  recession  of  the  early  1980s 
kept  paper  profits  and  investment  in 
new  pulp  capacity  low.  And  when  the 
falling  dollar  sparked  a  dramatic 
runup  in  the  price  of  pulp  (from  $450  a 
metric  ton  in  mid- 1986  to  $760  a  ton 
now),  James  River  was  caught  short. 
The  integrated  commodity  paper  pro- 
ducers (the  ones  Halsey  and  Williams 
had  always  disdained  as  too  cyclical) 
expenenced  a  profit  boom;  James  Riv- 
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er,  which  despite  its  integration  ef- 
forts was  still  buying  15%  of  its  pulp, 
or  450,000  tons  a  year,  outside,  was 
squeezed. 

Despite  the  squeeze,  James  River's 
pretax  earnings  increased  6%  in  fiscal 
1988,  to  $378  miUion.  Net  income  per 
share,  benefiting  from  a  lower  tax 
rate,  was  ahead  16%,  to  $2.36  a  share. 
For  contrast,  average  paper  industry 
earnings  were  up  about  50%  in  calen- 
dar 1987  and  should  jump  another 
50%  or  more  in  1988.  fames  River's 
per-share  earnings,  aided  by  a  share 
repurchase  program,  should  be  up 
about  20%  in  fiscal  1989.  Its  stock  has 
been  trading  recently  around  27%. 

Halsey  and  Williams  maintain  that 
the  problems  are  on  their  way  to  solu- 
tion. The  two  have  finally  been  able 
to  pass  through  price  increases  that 


will  help  them  recover  much  of  their 
increased  pulp  costs.  And  in  the  next 
three  years  the  company  will  be  add- 
ing 500,000  to  600,000  tons  of  pulp 
capacity.  Ironically,  this  capacity  will 
make  James  River  self-sufficient  just 
as  new  capacity  industrywide  should 
turn  the  pulp  cycle  to  the  pulp  buyers' 
advantage.  Nevertheless,  the  added 
capacity  will  solve  the  problem  for 
the  long  term.  And  when  the  cycle 
does  turn  against  the  big  commodity 
paper  companies,  James  River,  with 
its  broad  mix  of  value-added  consum- 
er and  specialty  products,  should  be- 
gin looking  comparatively  good. 

In  spite  of  the  fast  expansion,  Hal- 
sey and  Williams  have  brought  James 
River's  long-term  debt  down  from 
67%  of  total  capital  in  1982  to  40% 
today.  Further  growth?  Halsey  is  still 


on  the  prowl  for  domestic  acquisi- 
tions and  makes  no  secret  of  his  desire 
to  take  on  Scott  Paper,  "the  only 
strong  pan-European  power  in  the  tis- 
sue business"  in  the  European  Com- 
mon Market.  Last  December  he 
picked  up  50%  of  France's  Kaysers- 
berg,  S.A.,  a  $650  million  (sales)  tissue 
producer,  for  a  premium  price.  Most- 
ly, he's  looking  to  joint  ventures  to 
enter  Europe  more  cheaply.  The  ap- 
peal is  obvious:  European  tissue  use, 
while  much  lower  than  in  the  U.S.,  is 
growing  at  more  than  twice  the  Amer- 
ican rate. 

Clearly,  the  James  River  strategy  is: 
More  of  the  same,  never  mind  the 
setbacks.  Given  the  company's  im- 
pressive long-term  record,  it  would  be 
far  too  premature  to  write  off  that 
strategy.  ■ 


Fighting  off  growing  domestic  competition 
and  keeping  a  wary  eye  on  the  fapanese, 
Symbol  Technologies  is  earning  an  impres- 
sive 22%  on  sales  with  a  unique  gadget. 


"We  need  time  off 


II 


By  Robert  T.  Grieves 


A  LOT  OF  BUSINESSMEN  would  hap- 
pily trade  places  with  grum- 
b  bling  Jerome  Swartz.  "We 
need  breathing  space,"  complains 
Swartz.  "We  can't  keep  this  pace 
going." 

Swartz,  48,  is  the  cofounder  and 
chairman  of  Symbol  Technologies, 
based  in  Bohemia,  N.Y.,  on  Long  Is- 
land. Symbol  makes  hand-held  bar 
code  laser  scanners.  In  the  company's 
latest  fiscal  year,  ended  June  30,  sales 
nearly  doubled,  to  $89  million,  while 
net  income  more  than  doubled,  to 
over  $20  million. 

What  makes  the  company  so  hot? 
Its  little  gadgets  read  those  funny  lit- 
tle lines  that  you  see  these  days  on 
everything  from  baby  food  jars  to  mo- 
tor oil  cans  to  the  covers  of  Forbes. 
Bar  code  readers  have  been  around  for 
years.  But  they'd  either  been  station- 
ary— set  in  the  top  of  a  grocery  check- 


out counter,  for  instance — or  of  the 
wand  variety,  in  which  the  electronic 
"eye"  makes  direct  contact  with  the 
bar  code. 

Swartz'  innovation  was  to  use  laser- 
based  technology  so  that  a  portable 
bar  code  reading  device  could  "read" 
the  code  from  a  distance — currently 
up  to  2  feet.  He  came  along  with  it 
just  as  two  retailing  inventory  con- 
cepts were  catching  hold.  One  was 
VICS,  for  "voluntary  interindustry 
communications  standard,"  formu- 
lated by  retailers  and  manufacturers. 
The  other  was  EDI,  for  "electronic 
data  interaction." 

Here's  what  VICS,  EDI  and  bar  cod- 
ing can  do:  If  a  retailer  starts  to  nm 
low  on  a  hot-selling  clothing  item, 
say,  his  computer  system  will  auto- 
matically contact  the  supplier  and  re- 
order. Hand-held  laser  scanners  are 
considered  to  be  indispensable  to  both 
the  EDI  and  VICS  concepts.  Comput- 
er-sawy  Toys  "R"  Us  (Forbes,  Feb. 
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22],  for  example,  recently  ordered 
5,000  portable  scanners  from  Symbol. 
Cashiers  use  them  at  the  sales 
counter  to  register  a  product's  price 
and  code,  which  shortens  customer 
lines  and  tracks  inventory  at  the  same 
time.  Last  year  Mervyn's  department 
stores  ordered  9,700  Symbol  scanners 
at  a  little  under  $  1,000  each.  Other  big 
customers  include  the  Gap,  Wal- 
Mart,  Abraham  &  Straus,  Neiman 
Marcus  and  the  Defense  Department, 
which  uses  the  scanners  for  diverse 
activities,  from  stocking  submarines 
to  keeping  tabs  on  documents. 

No  one  at  Symbol  believes  the  firm 
can  sustain  its  recent  sales  pace.  But 
slowing  down  from  an  annual  dou- 
bling of  sales  is  scarcely  a  disaster. 
"We  grew  so  fast  that  our  systems 
now  have  to  catch  up  with  our 
growth,"  says  President  Ray  Martino. 
"We  need  time  off  to  back-fill." 

The  stock  market  seems  to  have 
interpreted  the  inevitable  slowdown 
as  doom  and  disaster.  From  a  high  of 
27y8  earlier  this  year.  Symbol's  18 
million  shares  have  dropped  to  about 
16.  That  lower  price  is  15  times  earn- 
ings. Not  cheap.  But  not  outrageously 
expensive  for  a  rapidly  growing  com- 
pany in  an  industry  that  still  has  a 
great  deal  of  growth  ahead  of  it. 
"There  are  plenty  of  big  hits  left," 
says  Swartz,  who  received  a  Ph.D.  in 
electrical  engineering  from  the  Poly- 
technic University  of  New  York  in 
1969.  "We  have  not  scratched  the 
surface." 

Swartz  and  Martino  reel  off  some  of 
the  projects  they  are  working  on. 
Among  them  are  applications  for  the 
medical  market,  where  bar  code  scan- 
ners can  be  used  to  help  correlate  tests 
of  blood  samples,  and  in  hospitals  to 
determine    the    correct    dosages    of 
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ATR  42  -  ATR  72 

The  cooperation  between  the  AKROSPATIALE 
of  France  and  the  AKRl'IALIA  of  Italy  has 
resuhed  in  new  aircraft  A'l'R  -i2  and  ATR  "i, 
first  editions  of  the  ATR  family.  These  are  turbo- 
prop jets  of  a  new  generation,  and  are  res- 
pectively equipned  with  P\\120  and  P\\  12-4 
engines.  'ihe\'  nenefit  from  state-of-the-art 
tecnnolog\  recently  developed,  in  particular  in 
the  use  of  comp()site  materials.  The  ATR  72 
is  the  first  aircraft  in  the  wodd  to  be  equipped 


THE 


with  an  outer  wing  entirely  made  of  carb 
The  ATR  42  and  ATR  72  were  designed 
short  distance  flights  and  to  answer  to  flui 
ations  in  airline  passenger  traffic.  Their  seat 
capacirv  can  be  extended  from  46  to  70  se 
ArounJ  them  lias  materialized  the  ATR  s\st( 
Today,  to  build  an  aircraft  is  not  enough;  <il"x 
all,  what  we  are  building  into  it,  is  its  pro! 
biiir\'.  The  supporting  logistics  endow  the 
craft  with  presence,  power,  and  adaptabil 
Our  aircraft  are  the  result  and  the  expression 
a  .system:  the  ATR  ,s\stem. 
OUR  GEOGRAPHIC  PRESENCE:  Over  35 
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are   already   our   clients    in    the 
lents. 

TECHNICAL  PRESENCE:  Ail  around  tine 
J,  a  maintenance  network  ensures  a 
l-the-clock  availability  of  the  ATR  aircraft, 
use,  Washington  D.C,  and  Singapore  are 
rincipal  centers  of  this  network. 
TECHNOLOGICAL  PRESENCE:  ATR  air 
s  are  of  a  new  generation. 
FINANCLVL  PRESENCE:  ATR  can  act  as  a 
:ial  advisor. 

BUSINESS    PRESENCE:    4    marketing 
'rs  throughout  the  world,  feature  a  verit- 
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able  line  of  products  servicing  the  specific  needs 
of  each  aidine. 

More  than  just  a  family  of  aircraft,  ATR  offers  a 
coherent  and  innovative  approach  to  help  air- 
lines operate  our  aircraft  effectively. 


Jerome  Swartz,  Symbol  Technologies'  cofounder  and  chainiian 
"There's  no  way  we're  going  to  he  complacent." 


drugs  that  patients  need  to  receive. 
According  to  Swartz,  state  and  local 
police  groups  are  interested  in  having 
a  bar  code  displayed  on  a  car's  dash- 
board. A  cop  with  a  hand-held  scanner 
could  then  easily  take  a  reading  of  the 
car's  data. 

The  possibilities  seem  endless.  Yet 
another  application  involves  putting 
bar  codes  on  films  shown  in  cinemas. 
A  scanner  attached  to  the  projector 
can  read  the  code  and  tell  a  computer 
when  to  dim  the  house  lights,  or  even 
begin  popping  the  popcorn.  Wildly  fu- 
turistic? Not  at  all.  Swartz  has  just 
signed  an  agreement  with  United  Art- 
ists Theatre  Circuit,  which  runs  690 
theaters  across  the  country,  to  explore 
this  idea. 

An  obvious  snake  in  the  scanning 
grass,  of  course,  is  competition.  Here 
Swartz  and  Martino  have  been  forced 
to  be  particularly  vigilant.  Symbol 
currently  holds  13  patents  in  the  U.S., 
with  3  pending,  and  27  worldwide. 
Two  years  ago  Symbol  sued  Spectra- 
Physics  of  San  Jose,  Calif,  for  patent 
infringement;  under  the  terms  of  the 
settlement,  Spectra-Physics  was 
granted  a  nonexclusive  license  to  uti- 
lize Symbol  technology  as  long  as  it 
pays  royalties.  Symbol  is  in  court 
against  Bellmawr,  N.|.'s  Metrologic 
Instruments,  another  hand-held  bar 
code  reader  firm,  and  Opticon,  the 
U.S.  subsidiary  of  a  small  Japanese 
company  called  K.K.  Opto  Electron- 
ics, for  patent  infringement. 

If  Swartz  isn't  suing  a  competitor, 
there's  a  good  chance  he's  buying  it. 
This  month,  in  one  of  its  most  signifi- 


cant moves  to  date.  Symbol  stepped  in 
as  a  white  knight  to  acquire  MSI  Data 
Corp.,  a  Costa  Mesa,  Calif,  maker  of 
portable  data  terminals.  Price:  $140 
million  in  cash. 

The  steep  price  will  crimp  earnings 
for  a  few  quarters  at  least — more 
grumbling  on  Wall  Street.  But  the  pur- 
chase was  an  important  strategic 
move  to  keep  MSI  Data  out  of  the 
hands  of  another  portable  data  termi- 
nal maker:  Akron,  Ohio's  Telxon 
Corp.  Under  the  terms  of  the  deal, 
MSI  will  now  make  small  computers 
that  can  be  used  in  conjunction  with 
Symbol's  bar  code  readers.  And 
Telxon,  after  paying  Symbol  $5  mil- 
lion, can  now  use  portions  of  the  com- 
pany's technology  under  license. 
Beams  Swartz:  "This  move  gives  us 
tremendous  scope  as  far  as  future  ap- 
plications are  concerned." 

Swartz  is  pushing  Symbol  into  the 
Japanese  market.  Two  years  ago  he 
hired  Frederic  Heiman,  49,  a  college 
classmate  who  speaks  Japanese  and 
has  many  contacts  in  Japan.  Since 
then  Heiman  has  formed  agreements 
with  Fuji  Electric,  parent  of  Fujitsu, 
and  two  other  Japanese  firms,  to  dis- 
tribute Symbol's  bar  readers  in  Japan. 

As  he  moves  on  all  these  fronts, 
Swartz'  finances  arc  solid.  Before  the 
agreement  to  buy  MSI  Data,  Symbol 
had  but  $9  million  in  long-term  debt, 
$72  million  in  cash,  and  current  as- 
sets of  $114  million  against  current 
liabilities  of  $15  million. 

If  Symbol  looks  today  like  a  run- 
away success,  its  beginnings  were  no 
different  from  those  of  literally  thou- 


sands of  other  startup  companies. 
Swartz  started  Symbol  (originally  it 
was  called  Stony  Brook  Applied  Re- 
search) 15  years  ago  in  Stony  Brook, 
N.Y.  Yes,  the  original  plant  was — you 
guessed  it — in  a  garage,  in  Rockland 
County,  N.Y.  But  it  did  have  gold- 
plated  backing — some  $3  million 
from  some  of  the  better  venture  capi- 
tal firms,  including  Harvest  Ventures, 
Carl  Marks  &.  Co.  and  the  Charles 
River  Partnership.  Symbol  went  pub- 
lic in  1979.  Before  the  crash  last  year 
Shearson,  with  L.F.  Rothschild,  co- 
managed  the  company's  largest  public 
offering,  which  raised  $52  million  (all 
for  Symbol)  at  $23  a  share. 

In  December  1984  financier  Saul 
Steinberg  helicoptered  out  to  Bohe- 
mia to  look  at  the  company  and  liked 
what  he  saw.  "The  management 
planned  for  the  long  term  and  knew 
what  they  were  doing,"  Steinberg 
says.  "I  was  also  interested  in  invest- 
ing in  a  solid  high-tech  firm."  Stein- 
berg paid  $10  million  for  16%  of  Sym- 
bol and  is  a  member  of  the  board.  The 
market  value  of  Steinberg's  stock, 
meanwhile,  has  grown  to  around  $47 
million.  That  helicopter  ride  really 
paid  for  itself. 

"Portability  has  driven  the  entire 
electronics  industry,  and  it's  driving 
bar  code  scanners,"  says  Swartz. 
"We're  going  to  work  hard  to  improve 
our  technology.  There's  no  way  we're 
going  to  be  complacent." 

But  won't  the  inevitable  slowdown 
in  growth  hurt  profits?  Swartz  smiles. 
"If  our  pretax  margins  drop  from  34% 
to  25%,  they'll  still  be  high."  ■ 
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ONLY  22,463  DAVS 
UNTIL  RETIREMENT. 
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Seems  like  an  eternity. 

But  the  fact  of  the  matter  is  today  people  are  retir- 
ing sooner  than  ever. 

The  average  retirement  age  is  now  615,  not  65. 
.  And  it's  getting  even  lower. 
'     It's  a  trend  that  has  employers  worried. 

Becauseas  more  and  more  workers  retire,  employ- 
ers end  up  paying  more  and  more  in  post-retirement 
benefits. 

At  the  CIGNA  companies,  we  hove  a  solution. 

We've  developed  a  variety  of  voluntary,  portable 
payroll  deduction  plans  that  help  relieve  the  employ- 
er's post-retirement  financial  burden. 

In  each  of  these  programs,  employees  ore  given 
the  opportunity  to  plan  for  a  financially  secure  retire- 
ment at  economical  group  rates. 

They  con  choose  from  contemporary  insurance 
programs  like  Group  Universal  Life  that  not  only 
provide  benefits  at  retirement,  but  allow  access  to 
accumulating  funds  during  working  years  as  well. 


There  are  also  other  options  available. 

Like  savings  and  investment  vehicles. 

Family  insurance  coverages. 

Supplemental  disability  plans. 

All  these  employee-paid  benefits  supplement, 
and,  in  some  coses,  replace  existing  programs,  helping 
to  reduce  an  employer's  post-retirement  costs. 

We'll  handle  initial  enrollment,  ongoing  plan 
management,  and  all  employee  communications, 
tailoring  each  program  to  minimize  employer 
administrative  time.  We've  even  implemented  a  toll- 
free  hotline  to  answer  employee  questions. 

For  more  information  about  how  we  con  help  with 
the  post-retirement  cost  problem,  write  CIGNA  Corp., 
Dept.  R12,  One  Logon  Sq.,  Philo.,  PA  19103. 

Employee  Marketing  will  benefit  you  and  your  employ- 
ees now.  And  22,463  days  from  now. 

It's  one  more  example  of 
CIGNA's  commitment  to  person- 
alized service  to  business. 


Benefits  are  provided  by  Connecticut  General  Life  Insurance  Compony,  Life  Insurance  Connpany  of  North  America  and  INA  Life  Insurance  Company  of  New  York,  CIGNA  companies. 


Who's  to  blame  for  the  rash  of  highly  leveraged  takeovers? 
Congress — and  the  business  community.  We  dont  need  laws 
against  takeovers.  WejtLSt  need  one  big  change  in  the  tax  code. 

How  the  government 

subsidizes 
leveraged  takeovers 


r 


By  Laura  Saanders 


PREPARE  to  get  mad:  The  fed- 
eral government  is  runnmg 
a  huge  deficit,  there's  talk 
of  raising  taxes  and  cutting 
programs,  and  yet  Uncle 
Sam  is  providing  a  $5  billion  subsidy 
for  the  needy  folks  who  want  to  take 
over  RfR  Nabisco  for  $21  billion. 

A  billion  or  so  of  the  total  will  go 
into  the  pockets  of  Wall  Street  law- 
yers, accountants,  corporate  manag- 
ers, bond  salesmen  and  other  deserv- 
ing types  in  the  form  of  fees,  markups 
and  profits;  the  rest  will  go  into  the 
pockets  of  RJR  Nabisco's  former 
shareholders.  Thank  you.  Uncle  Sam. 
Thank  you,  Mr.  Sucker  Taxpayer. 
Through  a  quirk  in  the  tax  code,  the 
federal  government  subsidizes  lever- 
aged takeovers. 

The  situation  is,  to  put  it  mildly, 
outrageous.  "I  find  it  stunning,"  says 
Harvard  Law  School  tax  expert  Ber- 
nard Wolfman,  "that  so  much  has 
been  written  about  takeovers  and  le- 
veraged buyouts  without  paying  at- 
tention to  the  fact  that  a  large  part  of 
the  price  is  provided  by  taxpayers." 

The  professor  is  right.  You've  heard 
of  this  problem  only  in  passing,  yet  it 
is  a  driving  force  in  most  takeovers 
and  buyouts  of  profitable  companies. 
With  all  the  hysterical  talk  about 
slowing  takeovers  with  legislation, 
about  curbing  the  spread  of  junk  bond 
acquisitions  and  foreign  buying  of 
U.S.  assets,  few  people  seem  aware 
that  our  current  tax  code — passed  by 
Congress  and  approved  in  general  by 
the  business  community — provides  a 
huge  bounty  to  people,  whether 
Americans  or  foreigners,  who  want  to 
take  over  companies.  If  there  is  mad- 
ness in  merger  mania,  this  is  it. 
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Here  is  how  the  hidden  gift  to  deal- 
makers  works: 

Corporate  capital  comes  in  two 
forms.  The  capital  that  earns  a  fixed 
return — debt — is  taxed  once.  The  cap- 
ital that  earns  a  variable  return — the 
equity,  the  common  stock — is  taxed 
twice.  That's  because  firms  get  a  tax 
deduction  for  the  interest  they  pay 
bondholders  and  other  creditors.  The 
only  tax  due  on  the  interest  is  paid  by 
the  bondholder.  And  if  the  creditor  is 
a  pension  fund,  the  debt  capital  never 
gets  taxed. 

But  profits  paid  out  to  equity  hold- 
ers are  taxed  twice.  Firms  must  pay 
dividends  out  of  aftertax  profits,  and 
shareholders  then  pay  a  second  round 
of  taxes  on  that  money. 

This  makes  a  tremendous  differ- 
ence. At  top  corporate  income  tax 
rates,  a  company  must  earn  about 
$1.50  pretax  to  pay  out  $1  in  divi- 
dends; it  need  earn  only  $1  to  pay  $1 
in  interest.  It  simply  makes  economic 
sense  to  substitute  debt  for  equity, 
and  that's  what  leveraged  takeovers 
and  leveraged  buyouts  do. 

Thus  leveraged  buyout  operators 
don't  have  to  turn  around  a  troubled 
company  to  get  rich.  They  don't  have 
to  go  through  the  slow,  painful  pro- 
cess of  improving  its  operations.  They 
don't  have  to  do  anything.  Just  take  it 
over  and  exchange  debt  for  equity, 
bonds  for  stock. 

The  solution  is  not,  as  some  have 
proposed,  simply  to  disallow  corpo- 
rate interest  deductions.  That  would 
compound  the  problem  and  add  a 
huge  corporate  tax  increase  to  the  one 
enacted  in  1986.  Rather,  Congress 
could,  if  it  wanted  to,  level  the  tax 
code's  tilt  against  equity. 

Let's  look  more  closely  at  the  RJR 
deal  and  see  where  that  $5  billion 


Fully  deductible 

Thanks  to  Congress, 
dealmakers  have  a  sure-fire 
way  to  make  a  fast  buck 
without  sweat:  Substitute  tax- 
deductible  debt  for  expensive 
equity.  That  cuts  corporate 
tax  bills  to  near  zero,  in 
some  cases  even  creates  a 
refund.  To  see  how  popular 
this  has  become,  look  at  the 
volume  of  public  companies 
worth  over  $500,000  that 
have  gone  private  in 
leveraged  buyouts  since  1979. 
While  the  number  of  deals 
has  quadrupled,  the  value  has 
grown  fortyfold  (comparing  all 
of  1979  with  the  first  half  of 
1988).  The  full-year  1988 
figure  will  be  much  higher. 


1st  6  months 


Dollar  value  (Sbillions 

$22 


■87  '88 

Source:  WT  Grimm  &  Co. 
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subsidy  fits  in.  Last  year  RJR  Nabisco 
booked  $735  million  in  taxes,  93%  of 
which  was  paid  currently.  That 
means  $682  million  of  cash  was  going 
to  federal  and  state  tax  collectors. 

hi  the  future,  most  of  that  tax  liabil- 
ity will  vanish.  With  most  of  the  $21 
billion  borrowed,  and  another  $5  bil- 
lion of  existing  debt  assumed,  mterest 
will  consume  all  of  the  bought-out 
company's  $2.6  billion  or  so  of  operat- 
ing profit  (income  before  taxes  and 
interest).  No  profit,  no  corporate  in- 
come tax.  The  $682  million  saved 
from  taxes  will  cover  interest  on 
about  $5  billion  of  junk  bonds.  RJR 
shareholders  thank  you.  Uncle  Sam. 
Wall  Street  thanks  you. 

Wait  a  minute.  We  almost  forgot 
something.  Uncle  Sam's  contribution 
is  even  more  than  $5  billion.  Here's 
why:  After  paying  the  interest  on  all 
that  debt,  the  new  RJR  Nabisco  will 
probably  operate  in  the  red  for  a 
while.  The  law  says  companies  can 
carry  losses  back  3  years  and  forward 
15.  Recouping  the  taxes  for  1985-87 
could  bring  tax  refund  checks  for  per- 
haps $2  billion. 

So,  let's  call  the  gift  not  $5  billion 
but  $7  billion.  For  a  noble  cause? 

This  tax-saving  tactic  has  been  im- 
portant with  most  of  the  big  takeovers 
and  buyouts  of  the  Eighties.  To  see 
what  has  been  happening  to  the  cor- 
porate tax  base,  one  need  look  no  fur- 
ther than  the  leveraged  deals  of  a  few 
years  back.  Safeway,  for  example,  paid 
$122  million  in  tax  before  its  lever- 
aged buyout.  But  after  the  buyout,  it 
got  an  $11  million  refund.  Unocal 
paid  $539  million  in  federal  taxes  the 
year  before  Boone  Pickens'  raid  forced 
it  to  leverage  up.  Last  year  it  paid  only 
$68  million.  Macy's  paid  $206  million 
in  taxes  the  last  year  before  its  1986 
LBO.  In  its  1988  fiscal  year  it  collect- 
ed a  $32  million  refund. 

So  well  has  Wall  Street  learned  its 
lesson  that  since  1979,  the  dollar  vol- 
ume of  leveraged  buyouts  has  grown 
nearly  fortyfold,  to  $23  billion  for  the 
first  half  of  1988,  according  to  W.T. 
Grimm  &.  Co.  RJR  Nabisco  and  sever- 
al other  big  deals  in  recent  months 
will  make  the  1988  total  far  higher. 
The  Grimm  statistic  also  does  not 
include  what  you  might  call  partial 
LBOs  like  Unocal's,  in  which  corpora- 
tions pile  on  debt  to  buy  their  own 
shares. 

When  the  dust  cleared  on  those 
deals,  the  managers  and  shareholders 
were  a  lot  richer  than  they  had  been, 
but  Uncle  Sam  was  poorer.  The  feder- 
al largesse  is  maybe  the  surest  ele- 
ment of  a  takeover.  "It's  a  chunk  of 
money  that's  there,  and  you  don't 
have  to  worry  about  it  like  you  do 


suppliers,  buyers  and  so  forth,"  says 
one  Wall  Street  tax  expert. 

None  of  this  is  entirely  new.  The 
slant  against  equity  has  been  a  feature 
of  the  tax  code  for  most  of  the  last  75 
years.  In  the  late  1960s  dealmaker 
Jimmy  Ling  made  a  fast  (and  fleeting) 
fortune  buying  up  the  stock  of  compa- 
nies and  paying  for  it  with  convertible 
debentures  of  his  conglomerate,  LTV. 
Some  of  the  takeovers  were  hostile, 
and  Ling  and  several  imitators  made 
enemies.  Ling  was  ahead  of  his  time. 

Why  the  explosion  of  leverage  now? 
Three  big  things  happened  in  the  past 
decade.  First,  Drexel  Bumham's  Mi- 
chael Milken  made  bonds  respectable 
even  when  a  company  was  highly  le- 
veraged and  its  interest  coverage  thin. 
People  call  these  junk  bonds.  Whether 
they  are  or  not,  clearly  they  are  made 
possible  by  the  federal  tax  system. 
These  low-rated  bonds  are,  in  essence, 
a  device  for  turning  equity  into  debt. 

The  federal  largesse  in  a 
takeover  is  "a  chunic  of 
money  thxU  you  don't  have 
to  worry  about  lilce  you  do 
suppliers,  buyers  and  so 
forth,"  says  a  ttuc  expert. 

Late  in  the  Seventies,  Milken  sensed 
an  unsatisfied  desire  among  investors 
for  yield.  He  backed  raiders  who 
mounted  takeovers  that  substituted 
debt  for  equity,  and  he  supplied  inves- 
tors with  the  high-yield  bonds  they 
wanted. 

Other  factors  encouraged  the  trend. 
A  variety  of  LBO  operators  got  rich 
and  made  LBOs  respectable.  And  a 
weakening  legal  code  made  bankrupt- 
cy almost  respectable.  Now  it's  worth 
chancing  that  your  company  will  go 
Chapter  1 1. 

Don't  blame  Milken;  he  was  acting 
brilliantly  to  capitalize  on  a  situation 
created  by  politicians  and  by  the 
shortsightedness  of  special  interests, 
who  have  blocked  fundamental  re- 
form twice  in  the  past  1 1  years. 

Two  attempts  were  made  to  put 
stocks  and  bonds  on  an  equal  footing 
in  the  tax  code,  in  1977  and  1984. 
Both  were  backed  by  experts  of  all 
political  stripes,  who  have  long  ar- 
gued for  making  debt  and  equity 
equal.  "It's  not  a  Republican  versus 
Democrat  issue,"  says  Ronald  Pearl- 
man,  a  former  top  Treasury  official 
who  IS  now  chief  staffer  of  Congress' 
loint  Tax  Committee. 

Carter  Administration  officials 
originally  made  relief  for  equity  a  cor- 
nerstone of  their  tax  reform  proposals, 
says  Washington  lawyer  Donald  Lu- 
bick,  a  former  top  Treasury  official 


who  worked  on  them.  A  similar  pro- 
posal was  part  of  the  first  Reagan  Ad- 
ministration blueprint  for  tax  reform. 

Both  attempts  failed  because  of  cor- 
porate opposition,  of  all  things.  For- 
mer domestic  policy  adviser  Stuart 
Eizenstat  remembers  that  the  Carter 
plan,  which  the  President  enthusiasti- 
cally supported,  was  abruptly  dropped 
after  a  meeting  with  the  Business 
Roundtable  showed  no  corporate  sup- 
port. "I  was  disappointed  it  didn't  go 
through,"  adds  Unisys  chief  Michael 
Blumenthal,  who  was  then  Treasury 
Secretary.  "The  situation  would  be 
much  better  today  if  it  had."  Pearl- 
man,  who  headed  the  Reagan  effort, 
found  virtually  no  support  either. 

Ironically,  the  very  business  com- 
munity that  sandbagged  the  reform 
saw  some  of  its  leaders  lose  their  jobs 
in  subsequent  takeovers.  Why  go 
against  their  own  best  interests?  "I 
think  the  real  reason  is  that  corporate 
managers  wanted  to  keep  their  fingers 
on  the  money,"  says  Lubick.  As 
things  stood,  they  could  increase  their 
own  power  by  arguing  that  it  made 
more  sense  to  reinvest  earnings  than 
pay  them  to  shareholders.  Why  pay 
dividends  if  you  can  buy  Montgomery 
Ward?  Most  managers,  after  all,  de- 
pend far  more  on  their  salaries  than 
earnings  from  the  company's  stock. 

With  the  business  community  fail- 
ing to  back  them,  the  tax  experts' 
pleas  fell  on  deaf  ears. 

Congress?  It  did  the  wrong  thing, 
following  a  pattern  it  established 
when  it  responded  to  the  Jimmy  Ling 
takeovers.  In  1969  it  passed  Section 
279,  which  denies  interest  deductions 
for  certain  acquisitions.  But  where  it 
should  have  seen  the  forest,  it  found 
only  a  single  tree  to  chop  down.  There 
are  four  conditions  one  has  to  meet  to 
run  afoul  of  the  law,  and  two  are  easi- 
ly avoided. 

A  host  of  measures  in  the  tax  acts  of 
1982,  1986  and  1987,  mostly  having 
to  do  with  taxes  on  full  or  partial 
corporate  liquidations,  also  attacked 
mergers.  In  every  case  the  changes  in 
law  avoided  the  basic  issue.  Embold- 
ened, Wall  Street  pressed  the  attack 
on  corporate  America. 

Then  there  was  a  1987  bill  proposed 
by  Ways  &.  Means  Committee  Chair- 
man Dan  Rostenkowski  (D-IIL).  It 
would  have  denied  deductions  for  cor- 
porate debt  incurred  in  a  takeover  or 
recapitalization.  A  committee  staffer 
says  it  was  not  the  intention  of  the 
proposal  to  cut  off  "honest"  debt,  as 
for  a  factory. 

Though  it  scared  Wall  Street  and 
contributed  to  the  Black  Monday  de- 
bacle, this  proposal  would  not  have 
worked  either.  That's  because  it  at- 
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tempted  to  trace  money,  to  separate 
good  dollars  from  bad.  Suppose  you 
have  $500  million  you  were  going  to 
spend  on  a  factory,  and  you  also  want- 
ed to  take  over  a  company  for  $500 
million.  What's  to  stop  you  from  us- 
ing the  cash  to  do  the  takeover,  and 
borrowing  for  the  factory? 

Similar  problems  hobble  many  cur- 
rent proposals.  One  approach  involves 
placing  limits  on  how  many  junk 
bonds  pension  fvmds,  S&cLs  and  insur- 
ers can  buy.  But  who  is  to  say  what  is 
a  junk  bond?  Michael  Milken  argues 
persuasively  that  today's  low-quality 
bond  is  tomorrow's  prime  risk  and 
vice  versa.  Investment  managers 
must  be  left  free  to  make  their  own 
judgments. 

Another  set  of  proposals  would  lim- 
it the  debt  deduction  itself,  some- 
thing like  Rostenkowski's  plan.  One 
would  allow  a  debt  deduction  only  for 
a  market  rate  of  return,  say  the  first 
11%  or  12%,  on  a  debt  instrument. 
Everything  above  that  rate  would 
coimt  as  a  nondeductible  return  on 
equity.  But  what  about  small,  young 
companies  that  can't  borrow  at  the 


prime  rate? 

Another  wrongheaded  proposal 
would  allow  an  interest  deduction 
only  to  buy  assets  that  aren't  already 
owned  by  a  corporation.  Using  debt  to 
buy  another  corporation's  stock  or 
merely  changing  equity  to  debt 
wouldn't  qualify. 

All  these  schemes  are  incredibly 
complex.  Special  interests — such  as 
small  business — will  agitate  for  ex- 
emptions. Loopholes  will  appear  be- 
cause of  drafting  or  structural  prob- 
lems, as  has  been  true  of  similar  ef- 
forts in  the  past.  Lawyers, 
accountants  and  dealmakers  will  wax 
richer  and  business  people  will  spend 
more  time  looking  for  loopholes  rath- 
er than  looking  for  business. 

Effective  interest  deduction  limits 
might  be  even  worse,  points  out  inter- 
national tax  expert  Eli  Fink  of  De- 
loitte  Haskins  &  Sells.  Then  the  U.S. 
would  have  a  double  tax  on  both  debt 
and  equity.  It  would  put  American 
firms  at  a  disadvantage  to  foreigners, 
especially  the  British  and  the  Japa- 
nese, who  retain  the  interest  deduc- 
tion. Foreign  buyers  could  arrange  to 


keep  their  debt  for  U.S.  acquisitions 
"upstream"  at  the  parent's  level  to 
take  advantage  of  it. 

Is  there  no  way  out?  Is  U.S.  industry 
fated  to  pile  leverage  on  leverage  until 
the  whole  structure  tumbles  down? 

There  is  a  sensible  way  to  level  the 
playing  field  between  debt  and  equity, 
and  it  doesn't  have  to  involve  hair- 
splitting over  the  corporate  treasur- 
er's motives  for  floating  a  bond  issue. 

The  solution:  Give  businesses  a  de- 
duction for  dividends  paid  (net  of 
money  raised  through  new  stock  issu- 
ance). This  would  put  stocks  and 
bonds  on  an  equal  footing  and  slow 
the  substitution  of  debt  for  equity. 

Can  Treasury  afford  to  lose  the  tens 
of  billions  the  change  would  cost? 
Certainly;  the  gap  can  be  made  up  by 
an  increase  in  the  corporate  tax  rate. 
That  would  be  painful  for  some  busi- 
nesses, but  not  as  painful  as  a  crash 
that  could  result  if  leverage  keeps  get- 
ting piled  on  leverage. 

Alternately,  the  U.S.  could  adopt 
the  West  German  system  of  giving 
shareholders  a  credit  for  corporate 
taxes  paid  on  dividends. 


Is  there  a  metiqiliysician  in  the  house? 


Given  the  billions  of  dollars  at  stake,  you  might 
think  the  federal  government  would  carefully  po- 
hce  the  boundary  between  debt  and  equity. 

You'd  be  wrong.  The  tax  code  nowhere  distinguishes 
between  the  two,  even  though  Congress  told  Treasury 
to  draft  regulations  on  the  subject  20  years  ago.  That 
gives  the  debt-equity  regs,  as  they're  called,  the  distinc- 
tion of  being  the  most  overdue  of  Treasury's  417  over- 
due regulations. 

The  curious  state  of  affairs  began  during  the  takeover 
boom  of  1969.  That  year  lawmakers  enacted  a  set  of 
restrictions  on  mergers  that,  experts  agree,  have  had 
virtually  no  effect.  As  part  of  the  effort.  Congress  direct- 
ed Treasury  to  delimit  debt  and  equity. 

Treasury  didn't  get  around  to  issuing  proposed  regu- 
lations until  1 1  years  later.  They  met  a  storm  of  opposi- 
tion, which  persisted  through  two  more  tries.  The 
sticking  point  was  Treasury's  inability  to  carve  out  a 
special  exemption  for  small  businesses.  The  regs  were 
finally  withdrawn  in  1983,  and  no  one  expects  another 
attempt. 

In  the  absence  of  regulations,  tax  advisers  go  their 
own  way.  The  IRS  almost  never  challenges  large 
firms  or  rules  on  the  issue.  If  it  did,  many  junk  bonds 
might  not  qualify  as  debt.  According  to  Shearson 
Lehman  tax  expert  Robert  Willens,  the  traditional 
common  law  test  of  debt  is  that  "the  buyer's  retum 
must  not  depend  on  the  success  or  failure  of  the  busi- 
ness." Otherwise  it's  equity. 

That  sounds  beautifully  simple,  but  there  is,  in 
economic  reality,  no  clear  demarcation.  The  mort 
gage  bond  of  a  triple-A  utility  is  debt.  At  the  other 
end  of  the  spectrum  is  an  income  bond  (one 
whose  coupon  is  contingent  on  earnings)  of  a 


shaky  startup — equity  in  all  but  name.  Where  do  you 
draw  the  line?  Convertible  bonds  can  be  devised  with 
any  degree  of  equity-like  or  bond-like  behavior  to  them, 
depending  on  the  coupon  and  the  conversion  terms. 

In  short,  says  Peter  Faber  of  New  York  law  firm  Kaye, 
Scholer,  the  difference  between  the  two  is  "metaphysi- 
cal at  best." 

Adding  to  the  murkiness  is  society's  changing  atti- 
tude toward  bankruptcy.  The  one  distinguishing  fea- 
ture of  a  debtholder  in  the  old  days  was  his  right  to 
foreclose  if  the  debt  went  unpaid. 
It  used  to  be  that  creditors  put  a 
padlock  on  the  factory  door 
and  company  executives  were 
disgraced.    Now    they    simply 
continue  to  draw  their  salaries 
and  force  the  bondholders 
take  a  haircut. — L.S. 
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objections  would  come  from  many 
corporate  corners.  IBM,  in  no  fear  of  a 
hostile  takeover,  might  be  unhappy 
with  a  tax  reform  that  would  raise  its 
tax  rate.  Don't  forget,  however,  that 
IBM  also  pays  a  substantial  dividend, 
and  pays  out  further  dividend-like 
cash  in  the  form  of  share  repurchases. 
It  could  adjust. 

Louder  complaints  would  come 
from  fast-growing  companies  that  pay 
no  dividends  because  they  need  every 
penny  for  expansion.  Digital  Equip- 
ment, for  example.  Such  outfits 
would  seem,  at  first  blush,  to  be  cer- 


tain losers  in  a  tax  change  that  re- 
wards dividend  payers  and  raises  rates 
for  everyone  else.  But  is  the  current 
system  good  in  the  long  term  for  tech- 
nology companies?  Left  unchecked, 
the  debt-for-equity  movement  will  all 
but  eliminate  taxes  on  industries  that 
have  stable  enough  cash  flows  to  per- 
mit recapitalizations.  That  might 
leave  others — in  particular,  high- 
growth  and  high-tech  companies, 
who  can  ill  afford  debt — to  shoulder 
the  burden  of  corporate  taxation. 

Will  leveling  the  playing  field  stop 
takeovers  and  use  of  leverage?  No,  nor 


should  it. 

Is  the  tax  reform  likely  to  happen? 
Given  the  tendency  in  our  society  to 
complexity  rather  than  to  simplicity, 
and  given  the  power  of  special  inter- 
ests versus  the  general  good,  a  clean, 
elegant  solution  won't  come  easy.  Ev- 
ery time  the  change  is  proposed,  some 
liberals  will  brand  it  a  "giveaway  to 
the  rich"  and  the  business  communi- 
ty will  add  objections  of  its  own.  But 
if  the  new  Administration  wants  to  do 
something  to  quiet  things  down  in  the 
financial  system,  this  would  be  a  ter- 
ribly good  place  to  start.  ■ 


The  stock  market  has  been  decidedly  nega- 
tive on  Sears'  latest  restructuring.  This 
could  well  be  one  of  those  frequent  times 
when  the  market  is  dead  wrong. 

Dont  write 
Sears  off 


By  Steve  Weiner 


THE  NEXT  BEST  thing  to  a  good  lie 
IS  a  true  story  no  one  will  be- 
leve,"  said  Mark  Twain  in  a  sar- 
donic moment.  Forbes  knows  just 
how  he  felt.  It's  likely  that  Edward  A. 
Brennan,  chairman  and  chief  execu- 
tive officer  of  Sears,  Roebuck  &.  Co., 
knows  too. 

In  the  spring  this  magazine  saw 
signs  of  an  "unheralded  turnaround  at 
Sears"  (Forbes,  Mar  ~\.  No  financial 
turnaround  is  yet  visible — and,  under 
pressure  from  Wall  Street,  the  compa- 
ny has  just  announced  a  partial  re- 
structuring plan. 

The  restructuring  was  prompted  in 
part  by  disappointing  earnings:  Profits 
at  the  $50  billion  (revenues)  retailing, 
insurance  and  financial  services  giant 
dropped  18%  during  the  first  nine 
months  despite  a  12%  gain  in  reve- 
nue. Two-thirds  of  that  decline  came 
from  the  Allstate  insurance  group; 
profits  are  also  down  a  bit  at  the  retail 
group,  where  the  cost  of  liquidating 
discontinued  catalog  goods  has  dou- 
bled. From  the  mounting  clamor, 
much  of  Wall  Street  seems  convinced 
that  Sears  is  now  a  corporate  basket- 
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case  best  broken  up  for  quick-kill 
profits. 

Was  Forbes  wrong  in  predicting  a 
turnaround?  Premature,  certainly. 

Sears  has  been  working  hard  to 
pump  new  life  into  its  merchandise 
group.  The  company  has  already  un- 
veiled new  children's  stores,  an  elec- 
tronics superstore  format  and  a  vari- 
ety of  other  retail  tests.  To  that  Bren- 
nan has  now  added  a  new  strategy, 
dubbed  "everyday  low  pricing."  Most 
analysts  either  don't  understand  Bren- 
nan's  strategy  or  don't  believe  it  can 
work.  They  interpret  it  as  an  attempt 
to  emulate  K  mart  and  Wal-Mart  in 
the  low-margin,  high-volume  dis- 
counting game.  Not  so.  Here's  what's 
really  involved: 

Under  the  old  pricing  policy,  hun- 
dreds of  Sears  items  are  marked  down 
on  sale  each  week  at  great  cost  to 
profit  margins  and  the  credibility  of 
Sears'  regular  prices.  A  $15.99  ham- 
mer, for  example,  goes  on  sale  twice  a 
year  for  $10.99,  and  that's  when  Sears 
sells  most  of  them.  Indeed,  55%  of 
Sears'  goods  are  sold  at  reduced  prices. 
Under  the  new  plan,  to  be  in  effect  by 
mid- 1 989,  prices  will  be  cut  sharply 
and  permanently  on  most  items,  and 
deep-discount  promotions  will  be 
largely  eliminated.  The  hammer,  for 
example,  will  sell  year-round  for 
$  1 1 .  73,  which  gives  it  a  higher  margin 
than  it  achieved  under  the  old  promo- 
tional sale  system.  If  this  works. 
Sears'  margins  should  grow,  not 
shrink,  and  that's  not  discounting. 

Will  It  work?  Sales  are  up  in  Wichi- 
ta, where  low  pricing  has  been  tested. 
Tests  of  the  Brand  Central  electronic 
superstore  department  in  Indiana 
have  produced  sales  gains  of  50%  or 
more.  And  while  sales  have  been  brisk 
for  national  brands  such  as  RCA,  Bose 
and  Amana,  sales  of  Sears  brands  such 
as  Kenmore  have  held  steady  or  even 
improved  slightly.  That's  a  good  sign 
because  Sears  had  worried  that  its 
higher-margin  store  brands  might  lose 
sales  when  faced  with  in-store  compe- 
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Aity  insurance 
company  can  write 
a  che^er  policy 
today 
Liberty  Mutual  asks: 
How  much  cheaper 
insurance  can  you 
afford  tomorrow? 


In  today's  competitive  insurance  business  the  old  cliche  is  true:  You  get  what  you  pay  for. 

What  may  seem  like  a  good  deal  today —could  become  a  very  expensive  "final"  cost 
tomorrow.  Final  workers  compensation  costs  are  determined  by  claims.  Therefore  it  is  our 
philosophy  that  the  company  that  helps  prevent  accidents  and  manages  your  claims  best 
will  give  you  that  lower  final  cost.  Working  together  with  our  policyholders  we've  developed 
the  most  innovative  Loss  Prevention  and  Claims  programs  in  the  industry.  Programs  that 
time  and  time  again  reduce  final  cost. 

We  have  a  philosophy  that  works  for  today  and  tomorrow.  One  that  over  100,000 
American  businesses  believe  in.  A  philosophy  that  has  made  us  number  one  in 

"AMERICA  BELIEVES  IN  ^t^adeTnSSrd'  LIBERTY 

LIBERTY  MUTUAL  INSURANCE.   Property  insurance.         MUTUAL.' 


®  Liberty  Mutual  insurance  Group/Boston 
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—Shirley  Wilbourn  Lanier,  AT&T  Marketing  Manager 


"AT&T  Telemarketing  can  h( 
you  make  money 

How?  By  growing  your 
business. 

But  how  do  you  grow  your 
business  without  spending  a  lot 
more  money? 

Telemarketing. 

Telemarketing  is  a  businesj 
tool  that  can  help  you  expand  y( 
business  from  local  to  regional  t 
national,  and  even  global  marke 
without  the  expense  of  physical 
establishing  remote  offices. 

If  your  company  is  in  sales, 
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Remarketing  can  help  you  put  your 
)roduct  or  service  right  in  front  of  a 
vider  range  of  prospects,  exactly 
vhen  they're  iii  the  market  to  buy 

•  Telemarketing  can  help  you 
Iramatically  improve  customer 
ervice  by  providing  an  easy  direct 
:ommunications  link  between  you 
md  your  customers  for  critical  after- 
ale  support. 

That  could  make  the  difference 
)etween  customers  buying  your 
)roducts  or  your  competition's. 

It  can  significantly  reduce  the 
vasted  time  your  sales  force  spends 


chasing  false  leads. 

At  AT&T,  we  provide  everything 
from  initial  telemarketing  consulta- 
tion through  courses  and  seminars, 
right  down  to  the  installation  of  the 
phone  systems  and  network  services 
you  need  to  grow  and  keep  that 
competitive  edge. 

Call  us. 

We  can  help  you  make  money 

And  isn't  that  what  it's  all  about?" 
For  information  about  how  AT&T 
Telemarketing  can  help  you  make 
money  contact  your  AT&T  Account 
Executive  or  call  1 800  222-0400. 


AT&T 

The  right  choice. 


tition  from  national  labels. 

Moreover,  some  of  Sears'  biggest  in- 
ternal investments — the  Discover 
credit  card  and  Coldwell  Banker's 
home  real  estate  business,  to  name 
two — are  about  to  pay  off.  Those  busi- 
nesses have  been  built  on  one  of  the 
company's  continuing  strengths— its 
success  at  developing  synergy  among 
its  various  enterprises  and  using  its 
huge  customer  list  and  computer  da- 
tabase in  Menlo  Park,  Calif,  to  cross- 
sell  goods  and  services. 

Sears  expects  to  save  hundreds  of 
millions  of  dollars  from  its  new  strat- 
egy in  two  key  ways.  First,  it  sheds 
the  promotional  burden — a  huge  ex- 
pense in  time  and  in  costs  for  plan- 
ning, buying,  stormg,  distributing  and 
advertising  sale  goods.  Second,  and 
just  as  important,  the  company  will 
reduce  inventories  by  perhaps  $150 
million  by  dropping  hundreds  of 
styles  and  models,  histead  of  18  differ- 


ent canister  vacuum  cleaners,  for  in- 
stance. Sears  will  now  stock  7.  Instead 
of  21  lawn  mowers,  there  will  be  10. 

The  emerging  new  Sears  will  be  a 
"store  of  superstores" — no  longer  a 
general  merchant — organized  to  sell 
home  fashions  and  furnishings,  appar- 
el, children's  clothes,  carpeting,  lawn 
and  garden  goods,  hardware  and  auto- 
motive merchandise,  both  national 
brands  and  Sears  brands. 

In  short,  it  is  far  too  early  to  write 
off  the  new  pricing  policy  as  a  failure; 
it  has  hardly  gotten  started. 

The  other  Wall  Street  rap  on  Sears 
now  is  that  selling  its  Chicago  tower 
to  help  raise  much  of  the  $1.8  billion 
needed  to  buy  back  10%  of  its  stock 
doesn't  go  far  enough  at  cashing  in 
some  of  its  presumably  huge  real  es- 
tate values.  True,  Sears  could  sell  its 
stores  as  well  and  lease  them  back,  or 
borrow  against  its  property.  But  rents 
would  rise  quickly,  and  any  borrow- 


ing would  add  to  interest  expense. 

Not  everyone  disbelieves  Brennan's 
plans  for  Sears.  Says  Will  Danoff,  re- 
tail analyst  and  portfolio  manager  for 
Fidelity  Investments,  holder  of  nearly 
7  million  Sears  shares:  "We  see  this 
plan  as  another  indication  that  the 
new  management  is  looking  forward 
and  not  into  the  past." 

In  another  day,  a  company  as  big 
and  resourceful  as  Sears  could  count 
on  a  reasonable  amount  of  time  to  test 
its  new  strategy.  Those  days  are  slip- 
ping away,  and  Brennan  knows  he 
will  have  to  deliver  results  fairly 
quickly.  But  as  far  as  shareholders  are 
concerned — shareholders  as  opposed 
to  speculators  betting  on  a  quick 
breakup — Sears  now  has  the  look  of  a 
no-lose  deal.  Either  the  stock  will  ap- 
preciate because  the  company  im- 
proves its  financials,  or  Sears  may 
eventually  be  broken  up  at  a  huge 
premium.  ■ 


Despite  price-fixing  and  environmental  vi- 
olations, Browning-Ferris  is  cleaning  up 
in  the  solid  waste  business.  To  make  sure 
that  continues,  it  has  recruited . . . 


A  new  top  broom 


By  Janet  Novack 


IAWYERS  REPRESENTING  HoUStOn- 
_  based  Browning-Ferns  Indus- 
I  tries  Inc.,  the  nation's  second- 
largest  trash  hauler  and  disposer, 
don't  lack  for  work.  Last  month, 
among  other  duties,  they  were  prepar- 
ing to  defend  the  company  against 
cnmmal  pollution  charges  in  Ohio 
and  appealing  to  the  U.S.  Supreme 
Court  a  Vermont  $6.1  million  anti- 
trust award  against  it.  They  also  won 
court  approval  to  settle,  at  a  cost  to 
the  company  of  $2.5  million,  state 
and  federal  suits  charging  thousands 
of  environmental  violations  at  a  Loui- 
siana hazardous  waste  site. 

Is  Browning-Ferris  a  company  be- 
set? Not  that  you  could  tell  from  the 


bottom  line.  For  fiscal  1988  (ended 
Sept.  30)  earnings  should  be  up  more 
than  30%,  to  $227  million,  or  $1.50  a 
share,  on  a  25%  rise  in  revenues,  to 
$2.1  billion.  Return  on  equity  topped 
20%  for  the  eighth  year  in  a  row. 
Revenues  and  earnings  in  fiscal  1989 
should  grow  20% . 

Today  21 -year-old  Browning-Ferris 
runs  96  landfills  and  picks  up  trash 
from  4.3  million  homes  and  half  a 
million  businesses.  Sure,  it  pleaded 
guilty  in  Toledo,  Ohio  last  year  to 
price  fixing,  eventually  paying  $1.35 
million  in  fines.  Yes,  it  has  been  sub- 
poenaed in  at  least  four  other  cities. 
But  industry  leader  Waste  Manage- 
ment Inc.  has  similar  legal  headaches. 

Browning-Ferris'  environmental 
problems,  however,  could  add  up  to 


another  story.  While  it  cleans  up  in 
solid  waste  collection  and  landfilling, 
it  does  poorly  in  hazardous  waste. 
Revenues  from  CECOS  International 
Inc.,  its  hazardous  waste  unit,  have 
fallen  19%  since  1984,  to  $75  million, 
because  regulatory  problems  and  per- 
mitting delays  have  led  to  temporary 
shutdowns  and  slowdowns  at  two  of 
its  three  hazardous  waste  landfills. 
That's  the  big  reason  why,  despite  its 
record  and  prospects,  Browning-Fer- 
ris' stock  multiple,  now  about  15 
times  expected  fiscal  1989  earnings, 
usually  lags  Waste  Management's. 

As  chief  executive  from  1977  until 
last  month,  Harry  J.  Phillips  Sr.,  58, 
presided  over  both  Browning-Ferris' 
successes  and  its  problems.  Now  he's 
handing  over.  "What  I  can  do  for  the 
company  (as  CEO)  is  largely  done, 
frankly,"  says  Phillips,  who  continues 
with  the  company  and  on  its  board. 

For  his  successor,  Phillips  recruited 
William  D.  Ruckelshaus,  56,  a  two- 
time  head  of  the  Environmental  Pro- 
tection Agency.  He  took  over  as  chief 
executive  and  chairman  on  Oct.  1. 

If  ever  a  name  alone  projected  an 
image  of  rectitude  under  pressure,  of 
course,  it  is  Ruckelshaus'.  He  was  the 
EPA's  first  administrator  from  1970 
to  1973.  But  he  is  probably  best 
known  for  his  decision  later  to  resign 
as  U.S.  Deputy  Attorney  General 
rather  than  follow  President  Nixon's 
order  to  fire  Watergate  Special  Prose- 
cutor Archibald  Cox.  In  1983  Presi- 
dent Reagan  called  Ruckelshaus  back 
to  the  EPA  to  rebuild  the  agency's 
image  and  morale  after  the  stormy 
reign  of  Anne  Gorsuch  Burford.  Ruck- 
elshaus left  in  January  1985. 
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ncc,  "hard  as  steel"  was  an  apt  description.  treats  steel  as  if  it  were  gold.  Our  service  record 

TcxJay,  the  $25  billion  steel  industry  is  as  proves  it. 
lexible  as  it  is  resilient.  One  reason  is  Thoroughbred  Best  of  all,  Norfolk  Southern  sales  representa- 

Service.  tives  temper  steely  efficiency  with  a  familiar  human 

Because  Norfolk  Southern  can  combine  trains,  touch.  See  for  yourself.  Call  them  at  the  nearest 

t  rucks  and  warehousing  in  so  many  ways,  shippers  sales  office. 

.an  get  customized,  money-saving,  just-in-time  \bu'll  forge  ahead  in  an  industry  that's  generating 

Jelivery.  Each  shipper  can  see  that  this  railroad  lots  of  sparks. 
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Brouming-Fenis'  Willimn  Ruc/ie/s/xms 
"We  have  to  be  very,  very  pure." 


RijI*  Kcnjnik 


Browning-Ferris'  troubles  in  haz- 
ardous waste  are  clearly  on  Ruckels- 
haus'  mind  as  he  steps  in.  "If  we're 
going  to  be  successful  in  this  area,"  he 
says,  "we  have  to  be  very,  very  pure." 

What's  more,  the  trash  business  is 
becoming  more  sensitive.  "It's  be- 
come more  regulated,  and  there's 
more  political  attention  to  the  sub- 
ject," says  Phillips  (see  ston;  p.  172). 

In  addition  to  improving  relations 
with  regulators  and  locals,  Ruckels- 
haus  wants  to  increase  Browning-Fer- 
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ns'  commitment  to  hazardous  waste. 
Even  as  he  was  handing  over  to  Ruck- 
elshaus,  Phillips  confirmed  to  Forbes 
that  the  company  is  considering  mak- 
ing a  bid  for  Environmental  Systems 
Co.,  a  $115  million  (revenues)  waste 
incineration  and  cleanup  company. 
Only  last  month  Browning-Fcrns 
agreed  to  buy  $28.5  million  in  new 
preferred  stock,  convertible  deben- 
tures and  options  in  $75  million  (reve- 
nues) American  Ecology  Corp.,  the 
leading  operator  of  low-level  radioac- 


tive waste  dumps.  If  Browning-Ferris 
exercises  its  options,  it  will  own  half 
of  American  Ecology  for  $5 1  million. 

Why  diversify?  Half  of  Browning- 
Ferris'  annual  growth  has  been  com- 
ing from  the  acquisition  of  hundreds 
of  small  waste  haulers  and  the  devel- 
opment of  new  markets,  including 
new  landfill  sites.  Long  considered 
less  aggressive  than  Waste  Manage- 
ment, Browning-Ferris  raised  its  capi- 
tal spending  budget  from  $317  mil- 
lion in  1986  to  $683  million  in  1987, 
in  part  by  upping  its  long-term  debt  to 
40%  of  capital.  (It  now  stands  at  37%.) 

But  solid  waste  alone  can't  sustain 
through  the  1990s  Browning-Ferris' 
enviable  growth  to  date.  Ruckelshaus 
should  help  Browning-Ferris  spot  ear- 
ly the  regulatory  trends  that  create 
hot  growth  areas  in  waste. 

Such  prescience  pays  off.  Witness 
Browning-Ferris'  medical/infectious 
waste  disposal  business.  It  got  into 
that  line  of  work  in  1986  by  buying 
two  tiny  companies,  and  did  $3.5  mil- 
lion in  business  that  year.  Thanks  (if 
that  is  the  word)  to  the  hypodermic 
needles  that  washed  up  on  eastern 
shores  this  summer,  politicians  are 
now  rushing  to  regulate  infectious 
waste.  Browning-Ferris'  medical 
waste  unit  is  doing  $50  million  in 
revenues  a  year  and  should  hit  $100 
million  a  year  by  1991.  With  the  right 
(i.e.,  tough)  laws  in  place,  Phillips  fig- 
ures the  infectious  waste  market  will ' 
grow  to  $1  billion  annually  in  five 
years  from  about  $350  million  now. 

Such  numbers  still  pale,  of  course, 
in  comparison  with  Browning-Ferris' 
solid  waste  business.  It's  running 
smoothly,  with  a  pack  of  young  exec- 
utives, including  Phillips'  38-year-old 
son,  Harry  J.  Phillips  Jr.,  in  key  posts. 
Proposed  new  landfill  regulations 
could  eventually  close  a  third  of  the 
nation's  commercial  and  city  land- 
fills. But  all  of  Browning-Ferris'  solid 
waste  landfills  should  be  able  to  meet 
the  new  standards.  Michael  Lawlor, 
49,  vice  president  of  landfill  opera- 
tions, projects  the  company  will  open 
30  new  landfills  in  the  next  three 
years,  which,  along  with  expansion  of 
existing  sites,  will  double  its  capacity. 

Lawlor  estimates  that  Browning- 
Ferris  is  backing  away  from  proposed 
sites  twice  as  often  as  in  the  1970s 
because  of  community  opposition. 
But  as  siting  troubles  grow,  so  does 
the  payoff  for  those  with  the  capital, 
record  and  finesse  to  win  approval  of 
these  much  needed  facilities. 

Whether  Browning-Ferris  can  also 
succeed  in  hazardous  waste  remains 
to  be  seen.  But  clearly,  it  isn't  resting 
on  its  fat  margins  while  the  world 
changes  around  it.  ■ 
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Excellence 

is  good  people  and  hard  work. 


To  appreciate  excellence,  just  compare  it  to  the 
average  service  available  elsewhere.  Our  people 
combine  professionalism  and  imagination  with 
hard  work  -  to  give  you  a  most  pleasant  surprise. 

UBS -committed  to  excellence. 


UBS  in  the  United  States:  New  York  Branch  (299  Park  Avenue,  New  York, 
NY  10171),  Chicago,  Houston,  Los  Angeles,  San  Francisco.  UBS  in  Canada: 
Calgary,  Montreal,  Toronto.  UBS  worldwide:  in  all  innportant  financial 
centers  around  the  globe.  Head  Office:  Union  Bank  of  Switzerland, 
Bahnhofstrasse  45,  CH-8021  Zurich. 


A  lot  of  our  best  research  comes  from 
universities.  Led  by  Harvard,  the  universi- 
ties now  are  trying  for  apiece  of  the  result- 
ing financial  action.  Are  business  and 
education  incompatible? 

In  pecunia 
Veritas? 


By  Gretchen  Moi^iison 

Tl  HE  PROFIT  MOTIVE  took  on  3  dis- 
tinctly higher  tone  this  Sep- 
tember when  it  was  embraced 
by  Harvard  University  for  the  first 
time  in  the  school's  352-year  history. 
It  is  raising  $30  million  in  private 


money  as  seed  capital  for  its  Medical 
Science  Partners  limited  partnership. 
The  partnership  will  try  to  capitalize 
on  medical  technologies  discovered  in 
Harvard  laboratories.  It  will  either 
sell  or  license  these  technologies  to 
industry  or  start  new  companies  that 
then  could  be  sold  to  the  public. 


Phil  HuUiitt 


The  partnership  is  run  by  a  general 
partner,  Andre  Lamotte  of  Medical 
Science  Ventures,  and  Ion  Inc.,  a 
wholly  owned  subsidiary  of  Harvard. 
Eighty  percent  of  any  net  profits  the 
partnership  may  earn  are  to  be  distrib- 
uted to  investors,  and  the  remaining 
20%  will  go  to  Lamotte,  Ion  and  oth- 
ers associated  with  the  general  part- 
ner. Lamotte  is  the  man  entrusted 
with  the  investment  decisions  for  the 
partnership.  Who's  invested  in  the 
fund?  That's  unclear.  Since  it's  a  pri- 
vate placement,  the  investors  who 
forked  over  have  not  been  identified. 

To  anyone  who  knows  about  uni- 
versities, the  association  of  learning 
and  lucre  won't  seem  strange;  money 
raising,  after  all,  is  perhaps  a  universi- 
ty president's  chief  job.  But  that  is 
asking  for  donations,  pro  bono  publi- 
co. What  is  happening  at  Harvard  is 
the  direct  participation  of  a  great  imi- 
versity  in  the  business  world. 

Not  to  pick  on  Harvard;  other  insti- 
tutions are  getting  into  the  venture 
game.  University  of  Texas  at  Dallas 
has  a  similar  fund.  Carnegie-Mellon 
in  Pittsburgh  is  looking  into  a  venture 
capital  setup.  And  by  year-end  Johns 
Hopkins  University  in  Baltimore 
hopes  to  launch  a  $20  million  venture 
capital  fund,  called  Triad  Investors 
Corp.  Hopkins  researchers,  according 
to  Dr.  Jared  Cohon,  vice  provost  for 
research,  have  made  many  notable 
contributions  to  inventions  that  gen- 
crated  huge  profits  for  industry — sac- 
charin came  out  of  work  done  at  Hop- 
kins. "Yet  Hopkins  didn't  benefit 
from  this  research,"  he  says.  Why 
shouldn't  it? 

But  Harvard's  leap  into  venture  cap- 
ital is  likely  to  encourage  other  uni- 
versities to  consider  similar  pro- 
grams. Indeed,  in  the  weeks  following 
President  Derek  Bok's  announcement 
of  the  partnership,  requests  for  its 
guidelines  have  poured  in  from  other 
institutions. 

"It's  inevitable  that  university  re- 
search and  commerce  will  come  clos- 
er together,"  says  venture  capitalist 
Walter  Channing.  As  a  head  of  the 
CW  Group,  a  $50  million  medical  and 
biotechnology  venture  outfit  in  New 
York,  Channing  may  find  himself 
competing  with  Harvard.  Says  Chan- 
ning: "Biotech  research  can  be  con- 
ducted in  even  the  smallest  labs;  ev- 
ery medical  school  has  the  capacity  to 
add  value  by  doing  biotech  research." 

The  universities  feel  they  must  be- 
gin capturing  some  of  this  added  value. 
Wisely  or  unwisely,  they  have  poured 
so  much  into  physical  plant  that  they 
must  find  ways  of  extracting  more 
money  from  it.  Dr.  Richard  Cyert, 
president  of  Camegie-Mellon  Univer- 
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but  after 

all  that  work, 

it  would  be 

terrible 

for  the  company 

to  fold 

if  something 

happened  to 

Tom,  Liz 

or  you.  ' 
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Blue  Chip  Advice     ^ 

It  takes  a  special  kind  of  person 
to  make  a  business  succeed.  And 
a  special  kind  of  advisor  to  help 
protect  and  enhance  financial 
success.  Since  1846,  we've  built 
our  reputation  on  blue  chip 
people  giving  blue  chip  advice. 


Connecticut  Mutual  Life  Insurance  Company  t-^     fi^Sm^  A  1 1  * 

•  Connecticut  Mutual  Financial  Services  •  Urbco  •  GroupAmerica  Insurance  Company  •  Slate  House  Capita]  Management  1  IIC  ^^Q^.'^^^^^'I^^ 
•  CM  Assurance  •  CM  Asset  Advisors  •  CM  Transnational  •  Diversified  Insurance  Services  of  America 

Hartford.  Connecticut  06154  An  Alliance  of  Blue  Chip  Companies 
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NESTLE: 

Daily  on  The  Weather  Page 

Every  publishing  day. 
Nestle  s  4-color  strip  ads  run  on 
USA  TODAY'S  Inimitable  Weather  Page, 
featuring  candy  brands  like  Crunch 
and  Alpine  White  .  beverage  brands 
like  Nestea  and  Tasters  Choice 
even  Stouller  Hotels  An  Indelible 
association    and  an  Incomparable 
corporate  showcase 


EPSON  AMkftICA,  INC. 

Monday  Football  Report 

Every  Monday  during  the  16-week 
NFL  season,  we  put  Epson  nght  m  the 
middle  of  the  action  We  surround  their 
half-page  and  horizontal  half-spread 
advertising  with  our  l\4onday  NFL  Football 
editorial  coverage  And  they're  back 
in  the  line-up  again  for  the 
1988-89  season 


PAOMNOION: 

"The  12  Days  of  Christmas" 
For  12  consecutive  days  during  the 
prime  gift-giving  season,  Paddington's 

'12  Days  of  Christmas  campaign  has 
run  exclusively  in  USA  TODAY 
J&B  Scotch.  Baileys  Irish  Cream 
and  Amarelto  di  Saronno  share 
the  spotlight     cumeahuge 
nationwide  audience    and  en)oy 
huge  savings,  too.  thanks  to  our 
Multiple  Insertion  Discount 


NIKk 

A  Special  Advertising  Sec  tr 
within  a  USA  TODAY  Bom 
To  promote  Nike  Fitness  Wee 
Nike  used  the  targeted  ednc 
proven  popularity  of  our  Bori: 
freestanding  fifth  sections  wr'   ■■ 
USA  TODAY  editors  on  a  sin^  ■ 
high  in  reader  appeal  NikesI 
"Just  Do  It '  Special  Advertisin| 
ran  within  our  "NFL  Preview   ' 
an  altogether  winning  envu. 
for  high-impact  advertising 


1-1  US: 
JBuyout 

'anted  to  start  the  holiday  season 
n  in  1987  Toys  fl  Us  bought 

ig,  4-co!or  page  in  USA  TODAY 
/before  Thanksgiving 

111  11  of  our  color  pages 

ifore  their  single  biggest 
ingdayofthe^ear 
I  Us  will  be  back-even  BIGGER- 

1988  buyout 


CBS/FOX  VIDEC 

"Video  Extra"  Ad  Adjacency 

When  our  irrepressible  movie  critic 
Mike  Clark  began  his  Video  Extra" 
clip-and-save  colunnn.  not  one  but  two 
advertisers  spotted  a  reel  opportunity. 
So  CBS/Fox  Video  and  another 
video  advertiser  have  alternated  in 
the  adjacent  b&w,  '  j  page  ad, 
a  stellar  showcase  for  their 
latest  video  offerings. 


RJR/NABISCC 

Daily  on  "For  the  Record " 

RJR/Nabisco  scores  every  day  in 
USA  TODAY'S  Sports  section  with  a 
b&w  strip  ad  on  our  For  the  Record" 
page  Their  all-star  ad  roster  includes 
everything  from  A-1  Steak  Sauce 
and  Ritz  Crackers  to  exciting 
sports  sponsorships  like  NASCARs 
Winston  Cup  Series  and  the  Senior 
PGA  Tours  Vantage  Cup 
Talk  about  championship  play! 


WALT  DISNEY  WORLD: 

A  Freestanding,  Special 
Advertising  Section/Extra 
With  so  much  to  see  and  do. 
Walt  Disney  World  has  a  lot  to  show 
and  even  more  to  talk  about 
USA  TODAY  provided  the 
extra  space  they  needed: 
A  colorful,  freestanding,  8-page 
Special  Advertising  Section/Extra- 
and  they've  come  back  for  more! 


If  you  want  creative  marketing  ideas, 

talk  to  the  colorful  medium  with  the 

imediacy  and  flexibility  to  handle  them. 

You'll  never  know  what  youVe  missing 

I  you  call  USA  TODAY  and  let  us  create  a 

O.I  of  a  Kind  opportunity  just  for  you! 
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sity,  says:  "There  is  tremendous  pres- 
sure to  build  new  facilities  or  renovate 
old  ones,  but  it's  hard  to  get  private 
funds  for  bricks  and  mortar." 

Most  institutions  rely  heavily  on 
the  federal  government  for  research 
funding — Uncle  typically  kicks  in 
75%  to  80%  of  a  university's  RSkD 
budget.  For  all  the  moaning  from  the 
education  industry  about  government 
cutbacks,  here's  an  mdisputable  fact: 
Federal  expenditures  for  health  re- 
search and  development  at  institu- 
tions of  higher  education  totaled  an 
estimated  $4.6  billion  this  year,  an 
8.5%  increase  over  1987  estimates. 
But  now  pressure  on  government  to 
cut  Its  deficits  will  almost  certainly 
translate  into  no  growth  or  slow 
growth  in  future  federal  research  ex- 


penditures. Even  now  researchers  re- 
ceive this  memo  from  the  National 
Institutes  of  Health:  "Your  grant  has 
been  approved  but  will  be  unfunded 
for  an  undetermined  period  of  time." 
In  1986,  the  most  recent  year  for 
which  figures  are  available,  private 
industry  contributed  S667  million  to 
universities'  research  labs.  This  is 
over  and  above  the  licensing  fees  and 
royalties  that  companies  commonly 
pay  universities  for  their  research  ap- 
plications. But  royalty  arrangements 
have  been  much  less  lucrative  for 
both  scientist  and  university  than 
what  is  expected  to  flow  from  the  new 
venture  capital  funds.  Last  year,  for 
instance,  Stanford  University,  the  na- 
tion's largest  university  in  terms  of 
royalties  and  licensing  fees  received, 


brought  in  a  mere  $6.1  million. 

If  fresh  money  to  run  labs  is  not 
found,  hotshot  scientists  will  defect 
with  their  research  to  private  indus- 
try. This  has  already  happened  to 
some  degree.  A  famous  case  was  in 
1980,  involving  Harvard  professor  of 
biochemistry  and  molecular  biology 
Mark  S.  Ptashne.  Rather  than  take  his 
brilliant  discoveries  in  recombinant 
DNA  research  to  an  established  bio- 
tech  company,  it  was  suggested  to 
Harvard's  Committee  on  Patents  & 
Copyrights  that  the  university  con- 
sider founding  a  company  to  seek 
commercialization  of  his  research. 
Harvard  considered  the  idea,  but  re- 
jected it,  citing  the  potential  for  seri- 
ous conflicts  with  its  academic  role. 
Ptashne  founded  Genetics  Institute 


If  you're  so  smart,  maybe  that's  why  you're  rich 


M nyone 


I'rofi'ssors  lioyer.  MaiiiiiUs  cduI  Rittttr 
Who  says  academia  is  for  paupers? 


who  watched 
»Genentech  come  pub- 
lic in  1980  saw  that  it  was 
possible  to  take  biotcch  re- 
search, create  a  company, 
get  stock  in  that  company 
and  hit  the  jackpot.  Now, 
instead  of  making  the  drug 
companies  rich,  biotech 
wealth  enriches  scientists 
and  inventors.  Below,  a 
dozen  of  the  wealthier  in 
the  test-tube  set.  On  the  ba- 
sis of  their  stock  holdings  in  biotech  companies  they 
founded  or  are  associated  with,  the  12  have  a  market 
value  of  $200  million. 

David  M.  Goldenberg,  50,  is  a  founder,  chairman  and 
director  of  Immunomedics,  a  blood-  and  tissue-testing 
concern.  Owns  some  16  million  shares,  or  69%  of  stock 
outstanding,  worth  $112  million.  He  is  also  adjunct 
professor  of  medicine  and  surgery  at  the  University  of 
Medicine  and  Dentistry  of  New  Jersey. 

Herbert  W.  Boyer,  52,  is  a  founder,  vice  president  and 
director  of  Genentech  since  April  1976.  Owns  more 
than  2  million  shares  of  the  stock,  worth  $30  million. 
He  remains  a  professor  of  biochemistry  at  the  Universi- 
ty of  California  at  San  Francisco,  where  he  has  taught 
since  1976. 

William  J.  Rutter,  59,  a  cofounder  of  Chiron  Corp., 
has  served  as  chairman  since  its  inception.  Chairman  of 
the  department  of  biochemistry  and  biophysics  at 
UCSF  from  1969  to  1982.  Owns  8%  of  the  company's 
stock,  some  930,000  shares,  worth  $14  million. 

Thomas  P.  Maniatis,  45,  is  professor  of  biochemistry 
and  molecular  biology  at  Harvard  since  1981  and  cur- 
rent chairman  of  the  department.  A  member  of  Genet- 
ics Institute's  advisory  board,  he  owns  637,000  shares  of 
the  company's  stock,  worth  $9.5  million. 

Mark  S.  Ptashne,  48,  is  also  a  member  of  Genetics 
Institute's  scientific  advisor>'  board  and  professor  of 
biochemistry  and  molecular  biology  at  Harvard  Univer- 
sity. Owns  568,000  shares,  woith  approximately  S8.5 
million. 


Donald  A.  Glaser,  61,  a 

founder  of  Cetus  Corp., 
chairman  of  the  board  of 
scientific  advisers  of  the 
company,  holds  professor- 
ships in  physics,  molecular 
biology  and  neuroscience  at 
the  University  of  California 
at  Berkeley.  Owns  2.14%  of 
the  stock,  some  570,000 
shares,  with  a  market  value 
of  $6.2  million. 
Edward  E.  Penhoet,  47,  a 
cofounder  of  Chiron  Corp.,  has  been  president  since  its 
inception  in  1 98 1.  Faculty  member  of  the  biochemistry 
department  at  the  University  of  California  at  Berkeley 
for  16  years.  Owns  2.3%  of  company's  stock,  about 
273,000  shares,  with  a  market  value  of  $4.1  million. 

Phillip  A.  Sharp,  44,  director  of  the  Center  for  Cancer 
Research,  and  professor  of  biology  at  Massachusetts 
Institute  of  Technology,  chairman  of  the  scientific 
board  of  Biogen,  Inc.  Owns  322,000  shares;  market 
value,  $2.6  million. 

John  D.  Baxter,  48,  a  founder,  director  and  chief 
scientific  consultant  of  California  Biotechnology,  Inc. 
since  1982.  Professor  of  medicine,  biochemistry  and 
biophysics  at  the  University  of  California  Medical  Cen- 
ter in  San  Francisco  since  1979.  Owns  4%  of  company's 
stock,  about  474,000  shares,  valued  at  $2.7  million. 

Kenneth  Murray,  57,  professor  of  molecular  biology 
at  the  University  of  Edinburgh  in  Scotland,  vice  chair- 
man of  the  scientific  board  of  Biogen,  Inc.  Owns 
295,000  shares  of  company's  stock;  worth,  $2.4  million. 
Patrick  J.  Scannon,  40,  founder,  president  and  direc- 
tor of  science  of  Xoma  Corp.,  a  pharmaceutical  concern. 
From  1979  to  1981,  Scannon  was  clinical  research  sci- 
entist at  Lettcrman  Army  Institute  of  Research.  Owns 
1.8%  of  stock,  approximately  200,000  shares,  market 
value  $2.5  million. 

Walter  Gilbert,  56,  Nobel  laureate,  Carl  M.  Loeb 
University  Professor,  Harvard  University,  member  sci- 
entific board  of  Biogen,  Inc.  Owns  some  21 1,000  shares 
of  company  stock;  market  value,  $1.7  million. — G.M. 
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"Financings  can  be  complex. 
Dealing  with  us  isrft." 


"At  MetCredit  we  not  only  understand 
the  complexities  of  equipment  financing  — 
we  work  to  make  the  process  easy  for  our 
customers.  It  starts  with  the  attentive, 
knowledgeable  service  of  our  salespeople. 
And,  it  continues  with  the  support  and  follow- 
through  of  our  team  of  operations  profes- 
sionals. A  team  dedicated  to  service." 

"Our  approach  in  operations  is  to  under- 
stand the  customer's  needs  and  provide  the 
documentation  and  support  services  that 
make  the  process  as  smooth  and  efficient  as 
possible.  It  means  that  each  team  member 
has  to  be  attuned  to  the  changing  needs  of 
the  market,  and  focused  on  delivering  a  quali- 
ty product.  We  believe  this  straightforward 
and  responsive  style  of  business  is  a  primary  ;> 
reason  so  many  of  our  customers  return  to 
MetCredit  as  a  preferred  source  for  their     ( 
equipment  financing  needs." 

MetCredit  is  the  established  source 
for  quality  equipment  financing  — 
now  and  in  the  future.  Give  us  a 
call.  For  solutions  that  make 
financial  sense,  we're  the 
logical  choice. 


William  0.  Lucas 
Senior  Vice  President, 
Operations 


o 


METLIFE  CAPITAL  CREDIT 
CORPORATION 

A  METROPOLITAN  LIFE  COMPANY 

Ten  Stamford  Forum,  P.O.  Box  601 
Stamford.  CT  06904  (203)328-2844 


©1988,  MetLife  Capital  Credit  Corporation 


^-;^^=^^'^..  --;-    ^ 

--i::^^:^*^*'?'*- 


.M 


^p^^' 


i^ 


(see  box,  p.  208),  a  $20  million  (sales) 
biotech  concern.  He  is  still  a  member 
of  the  medical  school  faculty,  but 
Ptashne's  success  at  Genetics  Insti- 
tute has  had  something  to  do  with 
Harvard's  recent  decision  to  invest  in 
its  ovy^n  research. 

From  a  national  point  of  view,  it 
makes  sense  to  keep  these  university 
laboratories  going.  In  the  internation- 
al battle  for  markets,  investment  in 
university  labs  is  a  way  for  America  to 
keep  its  lead  in  areas  like  biotechnolo- 
gy. Japan's  Ministry  of  tntemational 
Trade  &  Industry  has  determined  that 
the  biotechnology  industry  requires 
development  in  Japan.  Already  that 
govemment  has  set  up  financial  in- 
centives for  large  nonbiotech  compa- 
nies— such  as  textile,  chemical  and 
food  companies — to  create  new  bio- 
tech products.  These  companies  re- 
cruit scientists  from  around  the  world 
and  are  on  the  lookout  for  deals. 

In  this  context,  the  venture  capital 
route  makes  sense  for  universities. 
They  already  invest  portions  of  their 
endowments  in  venture  capital  funds ; 
it's  not  hard  to  make  the  leap  to  in- 
vesting in  their  own  research. 

Why  venture  capital,  rather  than 
funding  from  big  companies?  Venture 
capital  is  broader  in  scope  than  money 
from  a  drug  company  interested  in 
specific  research  applications. 

The  venture  capital  approach  also 
has  this  going  for  it:  It  offers  a  way  for 
smaller  universities  to  get  deeper  into 
the  research  game.  Says  venture  capi- 
talist Channing:  "NIH  money  goes  to 
Yale,  Stanford,  Harvard,  the  usual 
suspects.  NIH  doesn't  have  the  guts  to 
give  money  to  unknowns." 

How  well  will  these  venture  funds 
work?  The  man  running  the  Harvard 
fund's  general  partner,  Andre  L.  La- 
motte,  has,  according  to  Harvard,  "13 
years  of  scientific,  development,  mar- 
keting and  operating  experience  in 
the  medical  industry."  But  that  may 
not  necessarily  translate  into  success. 
Consider  the  experience  of  Massachu- 
setts Institute  of  Technology.  In  1972 
it  set  up  a  corporation  called  MIT 
Development  Foundation  to  identify 
commercially  promising  research  at 
MIT,  create  new  companies  and  es- 
sentially bring  together  funds  and 
management.  The  corporation  was 
run  jointly  by  a  couple  of  experienced 
venture  capitalists  and  by  MIT  trust- 
ees. But  it  folded  after  six  years.  Paul 
Gray,  president  of  MIT,  says:  "Wc  un- 
derestimated somewhat  the  acuity  of 
the  pain  the  potential  conflicts  could 
produce.  It  turned  out  to  be  less  fruit- 
ful in  the  number  of  enterprises  one 
could  produce  than  we  expected." 

Dr.    Norman    Brown,    director    of 


technology  transfer  at  the  University 
of  Utah,  recounts  a  similar  experi- 
ence. His  institution  has  set  up  a  pro- 
gram called  academic  capitalism  that 
helps  researchers  transfer  their  tech- 
nology from  the  lab  to  a  startup.  Utah 
has  had  some  success:  Since  1978,  50 
companies,  4,500  local  jobs  and  $20 
million  a  year  in  state  and  local  tax 
revenues  have  come  out  of  the  pro- 
gram. Still,  of  those  50,  only  "a  few" 
have  made  it  to  profitability.  Of  the 
setbacks.  Brown  says:  "Licensing  our 
technology  to  local  startups  has  either 
been  unsuccessful  in  achieving  com- 
mercialization or  has  created  specific 
problems  for  the  university." 

What  kind  of  problems?  At  MIT  one 
problem  was  conflict  of  interest. 
There  was  some  question  that  the  re- 
search students  were  being  asked  to 
undertake  was  motivated  by  the  fa- 


culty's financial  interests.  According 
to  MIT's  Kenneth  Smith,  associate 
provost  and  vice  president  for  re- 
search, "It  was  more  difficult  to 
achieve  genuine  separation  of  faculty 
activities  within  the  new  companies 
and  within  their  research  and  teach- 
ing at  MIT  than  had  been  fully  appre- 
ciated." MIT's  experience  seems  to 
confirm  the  fears  of  those  who  predict 
that  if  university  faculty  is  given  a 
choice  between  becoming  rich  and 
teaching,  they  will  too  often  conclude 
that  rich  is  better. 

Harvard  believes  it  has  solved  this 
potential  conflict  by  requiring  that 
faculty  members  conducting  research 
for  the  fund  devote  "no  more  than 
20%  of  one's  total  professional  effort 
to  outside  work  and  this  should  not 
exceed  one  working  day  per  week." 
But  is  such  a  rule  enforceable? 

Those  who  have  been  around  the 
venture  capital  track  more  than  once 
wonder  whether  universities  are  in- 
deed equipped  to  make  tough  venture 
choices.  The  hit  rate  in  startups  is 
woefully  low.  Folks  making  venture 


decisions  at  universities  will  immedi- 
ately become  embroiled  in  battles 
with  faculty  since  they'll  be  saying  no 
to  most  researchers  most  times.  If 
they  say  yes  to  questionable  research, 
they  won't  make  a  dime. 

But  perhaps  the  gravest  concern  for 
these  newly  forged  venture  capitalists 
is  that,  in  order  to  meet  rigorous  com- 
mercialization schedules,  their  re- 
search will  be  rushed,  or  worse.  In  a 
case  reported  by  the  Boston  Globe  in 
October,  Harvard  Medical  School 
conceded  that  a  former  researcher  had 
committed  "serious"  violations  of  the 
university's  research  guidelines  in 
clinical  tests  of  an  experimental  drug 
at  a  Boston  infirmary. 

Here's  the  story.  The  researcher, 
Scheffer  C.G.  Tseng,  now  an  assistant 
professor  at  the  University  of  Miami 
School  of  Medicine,  was  studying  pa- 
tients with  something  called  dry-eye 
condition,  where  tears  do  not  form 
properly.  The  drug  administered  in 
the  tests  was  a  vitamin  A  ointment 
called  Tretinoin,  being  developed  by 
Spectra  Pharmaceutical  Services  Inc., 
a  public  company  in  Hanover,  Mass. 

Dr.  Tseng  had  been  a  consultant  for 
Spectra  and  had  received  530,000 
shares  of  the  company's  stock  during 
this  association.  Spectra  went  public 
at  $2.00  a  share  in  December  1985, 
but  with  Tseng's  Harvard  associa- 
tions lending  it  credibility,  the  stock 
rose  to  8'/4  in  a  few  months.  It  didn't 
hurt  either  that  Tseng  was  reporting 
success  with  his  Tretinoin  tests  on  22 
patients.  Soon  after  this,  Tseng  began 
testing  the  drug  with  more  than  200 
patients  who  weren't  authorized  by 
the  university  to  receive  it.  He  sold 
200,000  shares  of  Spectra  while  he 
was  conducting  his  tests. 

Tseng  left  Harvard  in  1986,  and  the 
university  began  investigating  his  re- 
search. In  March  1987  Spectra  an- 
nounced that  reports  of  Tretinoin's 
success  in  dry-eye  treatment  were 
premature.  The  stock,  which  had 
traded  that  year  as  high  as  6V*,  fell  to 
37  cents  a  share  on  the  news. 

Although  none  of  Tseng's  patients 
were  apparently  hurt  by  his  actions, 
the  mess  has  given  Harvard  some- 
thing of  a  black  eye.  With  regard  to  its 
new  venture  fund  and  the  possible 
conflicts  that  profits  pose,  Harvard 
says  it's  set  up  safeguards  to  protect 
Itself    from    the    overly    avaricious. 

But  whether  these  funds  work  out 
well  or  not,  they  are  certainly  worth 
trying.  As  Camegie-Mellon's  Richard 
Cyert  says:  "Knowledge  is  becoming 
an  increasingly  important  ingredient 
in  economic  development."  Anything 
that  helps  fund  worthwhile  research 
should  be  given  a  chance.  ■ 
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Confronting  The  Crisis 
in  Education 


The  Crisis 


s  there  a  crisis  in  American  educa- 
tion? Yes,  definitely,  and  we  need  to 
recognize  the  crisis  now! 
For  America  to  compete  successfully 
1  the  future,  our  society  and  economy 
n\\  demand  much  higher  levels  of  edu- 
ational  achieverhent  by  a  significantly 
Teater  percentage  of  our  population, 
he  National  Alliance  of  Business  esfi- 
lates  that  beginning  in  1990  three  out 
if  four  jobs  will  require  education  and 
jchnical  training  beyond  high  school. 
ty  the  year  2000,  an  estimated  5  to  15 
lillion  manufacturing  jobs  will  require 
lifferent  skills,  while  an  equal  number 
if  jobs  in  service  industries  will  de- 
nand  a  work  force  much  better  pre- 
pared than  at  present  in  reading,  writ- 
ig,  speaking,  computer  and  in  compu- 
ational  skills. 


I 


Are  we  meeting  this  educational 
challenge?  No.  One  million  of  our  stu- 
dents drop  out  of  school  annually.  One- 
fourth  of  all  of  our  students  in  the  ninth 
grade  fail  to  complete  high  school.  (The 


The  Crisis 

America's  future  society  and 
economy  wiU  demand  a  more 
highly  educated  populace. 

•  One-fourth  of  all  ninth  graders 
fail  to  finish  high  school. 

•  High  school  graduates  face  ris- 
ing costs  in  post-secondary  edu- 
cation and  increased  education 
related  debts. 

•  Too  many  students  have  limited 
access  and  choice  when  it  comes 
to  the  higher  education  they  need. 


rate  is  almost  one-half  in  some  urban 
areas.)  Those  who  do  complete  high 
school  face  the  increasingly  difficult 
burden  of  paying  for  post-secondary 
education.  College  costs  continue  to 
increase  above  the  inflation  rate  and 
students  are  relying  more  and  more  on 
loans.  Fifty  percent  of  the  average  stu- 
dent-aid package  is  now  in  the  form  of 
loans,  up  from  25%  a  decade  ago.  The 
result:  Students  are  foregoing  or  post- 
poning college,  or  attending  an  institu- 
tion of  second  or  third  choice. 

Our  nation  must  meet  the  increasing 
demands  for  an  educated  citizenry  and 
a  trained  work  force.  We  must  encour- 
age our  students  to  learn  well  both  in 
and  beyond  high  school  and  assist 
them  in  paying  for  the  higher  learning 
levels  demanded  of  them. 

Yes,  this  is  a  crisis  that  must  be  con- 
fronted. But  how?  And  by  whom?  Cer- 
tainly the  government  must  help.  But 


Meet  the  inforrt 
of  1997 


Street  kids  or  streetwise  business  professionals? 

You  already  know  what  the  statistics  say.  It^s  going  to 
take  some  pretty  fancy  footwork  to  turn  it  around. 

NYNEX  Foundation  is  working  to  find  effective 
solutions.  For  instance^  we^re  sponsoring  the  MITES  Program 
(Minority  Introduction  to  Engineering  and  Science)  for  gifted 
disadvantaged  high  school  students  at  M.I.T 

Ajnd  the  Riture  looks  bright.  A  recent  study  indicates  tl 
95  percent  have  gone  on  to  college. 

NYNEX  Foundation  has  also  supported  ASPIRA^  the 
Hispanic  Policy  Development  Project^  the  United  Negro  Colleg 
Fund  and  the  College  ot  New  Rochelle^s  Harlem  Campus 
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Computer  Center. 

We Ve  also  helped  fund  the  Soapbox  Community 
Outreach  Campaign^  which  helps  teens  cope  with  critical 
problems^  and  BIPED  Corporation's  Office  Technologies 
program^  which  helps  disabled  persons  gain  employment. 

Soon  enough^  one  of  these  managerial  prospects 
will  be  coming  to  you  for  a  job. 

We  hope  that  you  will  join  us  in  making  a 
streetwise  decision. 

NYNEX 

FOUNDATION 
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Confronting  The  Crisis  In  Education 


the  response  cannot  come  from  gov- 
ernment alone.  The  private  sector  must 
respond  as  well — and  it  is  beginning  to 
do  so  in  a  variety  of  innovative,  effective 
ways. 


Confronting  the 

Crisis: 

The  Private  Sector 

Responds 

Alexis  de  Tocqueville,  a  French 
statesman  and  political  writer  who 
observed  America  in  the  1830s, 
was  impressed  by  the  way  that  Ameri- 
cans came  together  voluntarily  to  deal 
with  both  community  and  national 
problems.  To  confront  the  educational 
crisis,  we  once  again  need  an  "Ameri- 
can response."  We  need  a  renewal  of 
the  American  spirit  and  the  American 
way  of  solving  problems.  We  need  to 
see  people  giving  leadership  to  educa- 
tional initiatives  through  corporations, 
foundations,  associations,  local  com- 
munities and  individual  efforts. 

The  purpose  of  this  special  Forbes 
supplement  is  twofold:  (1)  to  show  how 
people  in  the  private  sector  are  already 
responding  to  the  education  crisis  with 
the  help  of  a  rapidly  growing,  uniquely 
American  organization,  Citizens'  Schol- 
arship Foundation  of  America,  Inc. 
(CSFA);  (2)  to  stimulate  others  to  add 
their  ideas,  energy  and  resources  to 
help  confront  the  crisis. 

Corporations  Respond.  Corpora- 
tions have  begun  to  respond  to  the 
crisis  through  varied  programs  de- 
signed to  help  students  reach  higher 
levels  of  educational  achievement. 
Many  have  instituted  scholarship  pro- 
grams to  challenge  and  assist  stu- 
dents, including  deserving  and  needy 
students  "close  to  home."  NYNEX,  for 
example,  recently  began  a  scholarship 
program  for  sons  and  daughters  of  em- 
ployees. In  addition  to  providing  grants 
to  educational  support  organizations  in 
California  and  initiating  scholarships  for 
minorities  majoring  in  business,  First 
Interstate  Bank  of  California  and  its 
foundation  also  have  an  employee-re- 
lated program.  This  scholarship  pro- 
gram has  assisted  over  160  children  of 
employees  gain  the  benefits  of  higher 
education. 

Other  scholarship  programs  encour- 
age students  to  enter  fields  where 
trained  and  motivated  people  are 
greatly  needed.  The  Metropolitan  Life 
Foundation  sponsors  two  scholarship 
programs,  one  specifically  for  under- 


CSFA-Managed 
Corporate 
Student-Aid 
Programs 


represented  minorities,  designed  to  en- 
courage high-quality  students  to  be- 
come classroom  teachers.  Michigan 
Bell  and  MCI  sponsor  scholarship  pro- 
grams that  encourage  students  to  enter 
the  telecommunications  field.  Fel-Pro 
supports  students  training  to  work  in 
the  automotive  parts  industry. 

Some  companies  give  support  to 
students  in  particular  geographic 
areas.  Bank  of  America  funds  a  com- 
petitive scholarship  program  for  stu- 
dents throughout  regions  of  California. 
Cargill  provides  scholarships  to  stu- 
dents who  come  from  farm  families. 

The  dollar  commitment  by  corpora- 
tions to  scholarship  programs  ranges 
from  $1,000  to  $10,000,  sponsored  by 
small  companies,  to  more  than 
$1,000,000  programs  from  larger  cor- 
porations. Many  American  businesses, 
including  Lutheran  Brotherhood,  Cray 
Research,  Jostens,  Allstate,  Time, 
Chrysler  and  J.C.  Penney  each  commit 
over  $200,000  annually  for  scholarship 
support. 

While  some  companies  attempt  to 
handle  all  the  details  of  scholarship 


"The  great  future  we  envision  for  this 
country  will  be  jeopardized  if  qualified 
young  people  are  not  given  the  oppor- 
tunity to  reach  their  full  potential 
through  higher  education. 

'  'Our  scholarship  program  provides 
an  excellent  mechanism  by  which  we  can 
financially  assist  children  of  First  In- 
terstate employees  to  achieve  their  goals 
of  a  college  education." 

William  E.B.  Siart 

Chairman,  President  and  CEO 

First  Interstate  Bank  of  California 


programs  themselves,  most  decide 
that  it  is  beneficial  to  use  the  manage- 
ment services  of  an  independent,  pro- 
fessional organization.  All  of  the  schol- 
arship programs  highlighted  above 
(and  over  200  others)  are  managed  by 
CSFA's  Scholarship  Management  Ser- 
vices. 

Corporations  promote  and  enhance 
student  achievement  through  educa- 
tional incentive  grants.  The  Burger  King 
Corporation's  Crew  Educational  Assis- 
tance Program,  managed  by  CSFA, 
provides  up  to  $2,000  for  post-second- 
ary education  for  hourly  workers  in  its 
fast-food  restaurants.  Two  other  major 
corporations  are  currently  working  with 
CSFA's  Education  Grants/Innovative 
Services  unit  to  structure  meaningful 
programs  that  challenge  minority  high 
school  students  (through  educational 
incentive  grants)  to  complete  high 
school  and  enter  post-secondary  edu- 
cation. 


"The  simple  truth  is  that  we  can't  have 
a  world-class  economy  without  a  world- 
class  workforce,  from  senior  scien- 
tists to  stockroom  clerks. 

"Education  excellence  is  not  Just  a 
local  and  state  problem .  It  is  undoubtedly 
our  most  serious  national  problem. 

"I  refuse  to  believe  that  American  kids 
are  less  capable  than  others.  Our  kids  are 
uruler-performing  because  the  system 
is  under-performing." 

David  T.  Keams 

Chairman  and  CEO,  Xerox  Corporation 

from  Keams  and  Doyle, 

Winning  the  Brain  Race 

San  Francisco  ICS  Press,  1988 


Corporations  also  seek  to  improve 
our  system  of  educating  and  learning. 
Xerox  has  given  leadership  to  the  cre- 
ation of  the  Institute  for  Research  on 
Learning  in  California  and  is  presenting 
academic  awards  to  thousands  of  high 
school  students  who  excel  in  the  hu- 
manities and  social  sciences.  NYNEX 
assisted  in  the  wide  distribution  of  the 
Children  In  Need  report  from  The  Com- 
mittee on  Economic  Development,  and 
as  a  follow-up  has  given  leadership  to 
the  creation  of  an  "education  coalition" 
in  its  business  areas.  Eastman  Kodak 
Company  participates  in  PRISM,  a  pro- 
gram that  encourages  minonty  stu- 
dents in  Rochester  high  schools  to  pur- 
sue science,  math  and  engineering 
through  mentors  from  local  industries, 
special  academic  honors  and  career 


XEROX 


Ever  wonder  hoiv  Stevie  Wonder  reads  his  mail? 


With  a  Kurzweil  Personal  Reader,  a 
remarkable  innovation  from  Xerox. 

Stevie  slips  a  letter  onto  a  special 
clipboard,  and  slides  a  small  scanner 
across  the  page.  A  computer  recognizes 
the  printed  letters,  groups  them  into 
words  and  reads  them... aloud!  At  up  to 
350  words  per  minute,  in  any  of  nine 
voices.  Not  only  can  the  Kurzweil 
Personal  Reader  read  most  kinds  of 
typed  and  printed  material,  including 


numbers,  in  different  styles  of  print,  but 
it  can  repeat  lines,  repeat  words, 
spell  out  words  and  even  announce 
punctuation. 

For  the  42  million  reading  handicapped 
people  including  those  who  are  blind, 
learning  disabled  and  illiterate,  the 
simple  act  of  reading  is  the  most 
difficult  task  in  the  world.  This  Xerox 
innovation  makes  that  task  easy.  If  you 
work  with  or  know  of  someone  who  has 


a  reading  disability,  call  1-800-343-0311, 
Ext.  231,  and  arrange  for  a  specialist  to 
come  and  demonstrate  the  Kurzweil 
Personal  Reader. 

A  machine  that  actually  turns  printed 
pages  into  spoken  words.  And  you 
thought  we  only  made  great  copiers. 


Team  Xerox. 

We  document  the  world. 
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"If  the  education  system  doesn't  func- 
tion well,  where  are  we  as  a  society?  And 
what  does  it  say  about  the  potential 
population  ofNYNEX  and  the  quality  of 
communities  in  which  we  intend  to  do 
business? 

"Where  else  could  you  get  in  on  the 
cycle  of  life  and  have  greater  impact? 
Because  education  is  at  the  heart  of 
everything,  we  are  really  committing  to 
the  future  of  our  nation." 

William  Bums 

NYNEX  Vice  Chairman 

President  of  the  NYNEX  Foundation 


orientation  workshops- 
Associations  Respond.  Americans 
have  always  been  "joiners."  We  come 
together  in  service  clubs,  ethnic 
groups,  and  professional  associations. 
These  organizations  are  also  turning 
their  attention  to  the  education  crisis 
and  sponsoring  scholarships.  For  ex- 
ample, with  CSFA's  assistance,  the 
American  Society  for  Personnel  Admin- 
istration (ASPA)  initiated  a  program  in 
1988  to  help  finance  higher  education 
for  the  children  of  its  members.  Be- 
cause of  the  large  program  response, 
ASPA  will  encourage  state  and  local 
ASPA  associations  to  "piggy-back" 
scholarships  on  the  national  program. 
The  Council  of  Logistics  Management 
offers  awards  for  students  at  selected 
colleges  and  universities  who  are  en- 
rolled in  graduate  programs  to  gam  the 
skills  needed  in  logistics  or  in  related 
disciplines. 

Communities  Respond.  America's 
volunteerism  is  at  its  best  at  the  local 
level  when  citizens  come  together  to 
solve  problems.  One  of  the  most  excit- 
ing, rapidly  growing  volunteer  citizen 
movements  in  education  today  is  the 
Dollars  for  Scholars  program.  Founded 
by  Dr.  Irving  Fradkin,  an  optometrist 
from  Fall  River,  Mass.,  this  program 
encourages  community  residents  to  or- 
ganize local  scholarship  foundations. 
The  result?  Hundreds  of  local  students 
are  attending  the  post-secondary  insti- 
tutions of  their  choice,  thanks  to  their 
neighbors  and  friends.  These  CSFA- 
affliliated  Dollars  for  Scholars  chapters 
now  operate  in  over  355  communities  in 
29  states.  Through  this  growing  move- 
ment, individual  communities  distribute 
from  $3,000  to  more  than  $150,000  an- 
nually to  local  students,  enabling  them 
to  gain  the  important  benefits  of  higher 
education.  Chapters  are  located  in  ru- 
ral towns,  medium-sized  cities  and  in 
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neighborhoods  within  metropolitan 
areas.  Recently,  several  chapters  have 
been  initiated  .in  minority  communities. 
Potentially,  this  program  could — and 
should — reach  every  community  in  ev- 
ery state  of  our  nation. 

Foundations  Respond.  Americas 
foundations  have  traditionally  taken 
leadership  in  supporting  innovation  for 
educational  improvement.  They  have 
supported  school  reform,  collegiate 
curriculum  restructuring,  faculty  devel- 
opment and  implementation  of  new 
programs.  Most  foundations  like  to  see 
their  grants  generate  additional 
sources  of  long-term  support.  For  ex- 
ample, the  Lilly  Endowment's  grant  to 
CSFA  for  the  establishment  of  a  Dollars 
for  Scholars  program  in  Indiana  has 
already  led  to  the  creation  of  15  new 
chapters,  which  will  generate  thou- 
sands of  dollars  annually  to  assist  Indi- 
ana students.  Among  other  examples, 
the  ARCO  and  Xerox  Foundations  sup- 
port the  development  of  Dollars  for 
Scholars  chapters  -in  minority  commu- 
nities in  California  and  New  England. 

Individuals  Respond.  Over  85%  of 
charitable  giving  in  the  United  States 
comes  from  individuals.  Individuals  are 
also  responding  to  the  education  crisis 
in  bold  ways.  Some  have  followed  the 
examples  of  businessmen  Eugene 
Lang  and  Ewing  Marion  Kaufmann  by 
challenging  classes  of  elementary  stu- 
dents to  stay  in  school  and  go  on  to 
college.  Some  have  given  generous  fi- 
nancial support  to  their  collegiate  alma 
maters.  Others  have  set  up  endowed 
scholarship  programs  with  CSFA  to 
help  students  in  a  particular  region  of 


the  country  or  to  assist  students  wi 
special  talents,  interests  or  needs.  Bo 
immediate-gift  and  deferred-givir 
programs  are  available  to  donors  wor 
ing  with  CSFA 

High  Schools,  Colleges,  and  Ur 
versities  Respond.  Educational  ins 
tutions  are  also  responding  to  the  c 
sis.  Many  local  school  districts  ha\ 
reacted  positively  to  calls  for  refor 
and  higher  standards  of  excellenc 
High  school  principals,  teachers  ar 
students  are  taking  the  lead  in  initiatir 
local  Dollars  for  Scholars  chapter 
Colleges  and  universities  have  ii 
creased  significantly  their  student-ai 
budgets.  Over  180  higher  education 
institutions  have  joined  CSFA  as  Colk 
giate  Partners,  committing  themselve 
to  expanding  access  to  higher  educ< 
tion  through  increased  private  sect( 
aid. 


CSFA:  The  Catalyst 

in  the  responses  of  corporations,  asg^ 
sociations,    communities,    founds 
tions  and  individuals  to  the  educcB^ 
tional     crisis,     Citizens'     Scholarshiij 
Foundation  of  America  plays  a  uniquJ 
and  vital  role.  James  Alexander,  Chical 
go  business  and  foundation  consultanf 
describes  CSFA's  special  role  usincf 
the  following  analogy.  In  a  chemistrl 
laboratory  a  variety  of  chemicals,  eacl) 
with  potentially  powerful  properties,  arq 
brought  together  in  a  single  beaker 
Yet,  nothing  happens  to  generate  enerl 
gy  and  results  until  a  special  catalytic 
agent   is  added.   CSFA   is,   in   man^ 
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ses,  the  catalyst  that  stimulates  ac- 
5  n.  Corporations,  for  example,  often 
!vi  sire  to  help  but  are  uncertain  of 
■tifiere  to  place  their  resources.  CSFA 
Dvides  the  ideas,  experience  and 
U  mmitment  in  the  design  and  man- 
ement  of  programs  that  motivate, 
allenge  and  support  students.  CSFA 
akes  certain  that  corporations  re- 
ive the  credit,  while  at  the  same  time 
suring  that  resources  are  used  effec- 
ely  in  dealing  with  the  crisis.  CSFA 
irries  out  this  important  catalytic  role 
th  associations,  foundations,  corn- 
unities  and  individuals  as  well. 


'We  can 't  simply  do  the  old  things 
better  or  harder;  we  must  do  them 
differently. 

"What  our  experiment  in  Rochester 
shows  is  that  partnership  between 
schools  and  the  community  is  critical 
to  achieving  broad  reform.  It  requires 
the  involvement  of  parents,  the  busi- 
ness community,  greater  teacher  respon- 
sibility and  accountability,  greater 
student  in  volvement,  and  a  tangible  pay- 
off for  staying  in  school. ' ' 

Kay  R.  Whitmore 

President  and  Executive  Officer 

Eastman  Kodak  Company 


\  Challenge  to  the 
Xmerican  People 


Iur  education  crisis  can  be  solved. 
Undoubtedly  the  solution  will  re- 
quire important  commitments  from 
tate  and  federal  governments.  But  the 
lost   important   initiatives   will   come 
cm  the  American  people  themselves, 
hink  what  could  happen  if  every  cor- 
loration  in  this  country  devoted  some 
'f  its  resources  to  scholarships  or  to 
.hallenging       school       improvement 
irough  educational  incentive  grants! 
hink  what  could  happen  if  every  town, 
:ity  and  neighborhood  had  a  Dollars  for 
Scholars  chapter  that  said  to  its  youth, 
You  are  important.  We  want  you  to 
inish  high  school  and  attend  college  or 
'ocational  school,   and  we  will   help 
■ou!"  Think  what  could  happen  if  indi- 
'iduals  used  their  resources  to  chal- 
enge  youth  through  personal  interest, 
educational  incentive  awards  or  schol- 
arships. 

Education  is  the  key  to  America's 
uture.  Education  is  the  key  to  building 


the  society  and  the  work  force  we  will 
need  in  the  years  to  come.  Now.  more 
than  ever,  we  must  accept  the  chal- 
lenge to  build  a  better  America  through 
education.    ■ 

We  acknowledge  the  support  of  the  advertis- 
ers in  this  section.  Their  leadership  and  com- 
mitment to  solving  the  education  crisis  reflect 
their  dedication  to  the  future  of  America. 
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Citizens'  Scholarship  Foundation  of 

America's  nnission  is  to 

expand  access  to  higher  education 

by  involving  and  assisting 

the  private  sector  in  the  support  of 

students  and  in  the 

encouragement  of  higher  levels  of 

student  achievement. 

Services/Programs 

Scholarship  Management  Services 
Communication  Services 
Community  Foundation  Services 

Education  Grants/Innovative 

Services 

Consulting  Services 

Dollars  for  Scholars 

Collegiate  Partners 

Contact 

General  Information 

William  C.  Nelsen,  President 
Program  Developmentinf  ormation 

Marlys  C.  Johnson,  Vice  President 
Additional  Copies  of  Supplement 

Liz  Anne  Weiss,  Director  of 

Corrmiunications 

CSFA 

1505  Riverview  Road 

P.O.  Box  297 

St.  Peter,  MN  56082 

(507)931-1682 
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Kodak  copiers  deliver  award-winning  copy 
quality  that  makes  almost  anything  easier  to 
learn — and  to  teach. 

Year  after  year,  Kodak  copiers  win  awards  for 
copy  quality.  And  that  translates  into  legibility 
that's  been  proven,  again  and  again,  to  enhance] 
student  comprehension.  Kodak  copier  producti\ 
ity  means  that  teachers  spend  less  time  in  the 
back  room  copying  and  more  time  in  the  class- 
room teaching.  Some  models  can  even  do  thingl 
like  stapling,  binding,  collating,  two-sided  copy-\ 
ing  and  color  copying,  and  do  them  at  full 
machine  speed!  Kodak  copiers:  versatile  enougl\ 
for  your  classrooms'  creative  needs,  simple 
enough  that  untrained  users  can  do  the  most 
complex  jobs. 

Kodak  copiers  are  available  with  a  variety  ( 
pricing  plans  that  can  be  custom-fitted  to  your 
systems'  needs — even  give  your  school  a  sum- 
mer vacation  from  billings.  Call  for  a  demonstra- 
tion: 1 800  44KODAK  (1 800  445-6325),  Ext.  6U 

Leading  technology: 

the  Kodak  copier  advantage. 


The  new  vision  of  Kodak 


Eastman  Kodak  Company,  . 
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nance  and  even  water  purification. 

The  idea  of  appliance  maintenance 
and  plumbing  is  now  being  tested  in 
Memphis  under  the  name  Service- 
Master Home  Systems  Service.  When 
ServiceMaster  bought  a  local  service 
there  in  June,  it  had  400  customers 
who  were  paying  about  $500  annually 
to  have  the  company  perform  such 
feats  as  unclogging  toilets,  repairing 
stove  burners  and  fixing  leaky  fau- 
cets. After  five  months  of  telephone 
selling  and  cross-marketing  from  Ter- 
minix  bug-killers,  customers  are  sign- 
ing on  at  a  rate  of  about  40  a  month, 
enough  for  Pollard  to  hope  for  a  na- 
tional roll-out  late  next  year. 

Will  it  work?  Too  soon  to  say.  The 


only  major  company  that  has  tried 
anything  similar  on  a  national  scale  is 
Atlanta-based  Rollins  Inc.  (Forbes, 
July  25],  which  has  been  trying  to 
meld  its  pest  control,  lawn  care  and 
home  security  subsidiaries  into  a  sin- 
gle national  business.  Rollins  has  had 
some  early  success,  but  all  of  its  oper- 
ations are  owned  by  the  company. 
ServiceMaster  relies  on  franchisees, 
which  vary  greatly  in  quality. 

Homeowners,  after  all,  have  tradi- 
tionally bought  these  services  sepa- 
rately and  locally.  Difficult  to  see  why 
these  folks  would  prefer  a  national 
company  to  Paul,  the  local  plumber, 
and  Melba,  the  reliable  local  house- 
keeper. Pollard  admits  that  marketing 


is  a  formidable  challenge.  He  says  he 
may  try  a  kind  of  credit  card  that 
would  offer  homeowners  the  equiva- 
lent of  a  frequent  flyer  program.  Kill 
enough  bugs  or  unclog  enough  toilets, 
and  you  earn  credits  for  a  vacation. 
"Otherwise,  the  consumer's  attitude 
is,  'ServiceMaster  owns  Merry  Maids. 
So  what?'  "  he  says. 

That  certainly  seems  to  be  what 
investors  are  saying.  ServiceMaster  is 
a  master  limited  partnership,  trading 
recently  at  around  24  a  share  on  the 
New  York  Stock  Exchange.  With  the 
share  price  right  where  it  was  a  year 
ago,  nobody  has  been  cleaning  up. 

The  outlook  seems  to  be  for  more  of 
the  same.  ■ 


Nestle,  through  its  Carnation  subsidiary,  is 
bidding  for  a  major  piece  of  the  $1.6  bil- 
lion U.S.  infant  formula  business.  Is  Abbott 
Labs  running  scared?  Will  mothers  care? 


Baby  bottle  battle 


By  Rick  ReifT 


Fl  OR  SHEER  NASTINESS,  TCCCnt 
presidential  politics  had  noth- 
ing on  the  fight  under  way  for 
the  U.S.  infant  formula  market.  Even 
before  its  products  hit  the  shelves,  Los 
Angeles-based  Carnation  Co.,  the 
newest  contender  in  this  $1.6  bi 
lion  market,  is  being  smeared 
by  industry  leader  Abbott  Lab- 
oratories with  the  dreaded 
"N"  word.  "They  are,"  de- 
clares Robert  A.  Schoell- 
hom,  chairman  and  chief 
executive  officer  of  sub- 
urban Chicago-based 
Abbott,  "Nestle." 

True  enough.   Carna- 
tion may  be  known  to 
generations    of    Ameri- 
cans   as    the    company 
that      provides      "milk 
from  contented  cows,"  but 
its  parent  since   1985  has 
been  Nestle  S.A.  And  Nes- 
tle, of  course,  is  the  $24  bil- 
lion (sales)  Swiss  food  con- 


glomerate that  has  endured  years  of 
jeers  and  consumer  boycotts  for  its 
heavy-handed  tactics  in  marketing  in- 
fant formula  in  underdeveloped  coun- 


Pwick  McDonnt-ll 


tries.  More  than  that,  Schoellhom 
adds  pointedly.  Nestle  also  owns  an- 
other baby  food  heavy,  Beech-Nut 
Nutrition  Corp.,  the  company  that 
saw  a  couple  of  its  top  executives  sen- 
tenced to  jail  after  the  company  ad- 
mitted adulterating  its  apple  juice 
with  sugar  water. 

Carnation,  normally  among  the 
more  press-shy  companies  in  the 
country,  has  jumped  into  this  fray. 
"We're  not  going  to  be  scared  out," 
says  Timm  F.  Crull,  Carnation's  pres- 
ident and  chief  executive  officer.  Ab- 
bott, he  chides,  must  be  paranoid  or 
running  scared,  or  both.  After  all,  as 
he  notes.  Carnation's  is  the  first  seri-  • 
ous  new  challenge  to  Abbott's  24-year 
dominance  of  the  traditionally  low- 
key  infant  formula  market. 

Abbott,  the  $4.4  billion  (sales)  mak- 
er of  health  care  products,  holds  a 
54%  share  of  the  U.S.  market  through 
its  Ross  Laboratories  subsidiary,  mak- 
er of  the  Similac  brand.  Mead  Johnson 
Nutritionals,  a  unit  of  Bristol-Myers 
Co.  and  maker  of  Enfamil,  holds  a 
36%  share,  and  Wyeth  Laborato- 
ries, part  of  American  Home 
Products  Corp.,  laps  up  almost 
all  the  remainder  with  its 
SMA  label. 
But  elsewhere  Nestle  is 
the  world  leader  in  infant 
formula,  with  more  than  $1 
billion  in  sales.  It's  an  ex- 
cellent business,  with  in- 
dustry net  operating  mar- 
gins of  about  30% . 

But    even    without    the 
Nestle  threat,  the  market 
isn't  as  cuddly  as  it  used  to 
be.  Infant  formula  account- 
ed for  21%  of  Abbott  sales 
and  an  estimated  25%  of  its 
profits  last  year.  So  the  com- 
pany has  been  hurt,  for  ex- 
ample,  by  a  fierce  state-by- 
state  bidding  war  for  the  $500 
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Consider  a 
whole  new  beginning 


I 


to  the  end  of  the  day. 

All  Things  Considered. 

The  evening  news  program  with  intelligence,  depth, 

wit.  More  than  the  headlines,we  make 
sense  of  the  day's  events.  That's  why 
millions  of  people  begin  the  end  of  the 
day  with  All  Things  Considered. 

Check  local  listings  for  your  public  radio  station  or  call  NPR  at  (202)  822-2323. 

NATIONAL  PUBLIC  RADIO  NEWS 


Michael  Abramson 


Abbott  Laboratories  Chairtjtan  Robert  A.  Schoellhom 
*^hey  an  NestU." 


b*>nnic  schiffman 


Carnation  President  Titnm  F.  Cntli 

"We  are  not  going  to  be  scared  out." 


million  the  federal  government 
spends  annually  on  formula  for  needy 
infants.  Fortunately,  sales  of  Abbott's 
state-of-the-art  medical  testing  de- 
vices have  continued  to  surge.  In  fact, 
Abbott,  with  nine-month  earnings  of 
S530  million,  or  $2.34  a  share,  is  head- 
ed for  its  17th  straight  year  of  16%- 
plus  profit  growth.  At  its  recent  price 
of  48 — more  than  four  points  below 
its  postcrash  high  and  in  line  with  the 
price/earnings  multiple  of  15  of  less 
profitable  health  product  compa- 
nies— Abbott  looks  pretty  cheap. 

Nestle,  with  earnings  of  $1.2  billion 
last  year,  clearly  has  a  lot  less  on  the 
line  as  it  backs  Carnation's  bold  play. 
The  plan  is  to  outflank  Abbott  with 
two  infant  formula  products  devel- 
oped by  Nestle  in  Europe,  called  Good 
Start  H.A.  and  Good  Nature,  and  ad- 
vertise them  directly  to  the  consum- 
er. Advertising  to  the  consumer  is  key 
here.  Traditionally,  infant  formula 
makers  have  spurned  ads  and  concen- 
trated on  doctors  and  hospitals. 
That's  because  the  doctors  complain 
that  advertising  discourages  breast 
feeding,  considered  the  healthiest 
form  of  infant  nutrition,  and  intrudes 
on  the  doctor-patient  relationship.  No 
problem  for  Abbott — new  mothers 
usually  wind  up  buying  the  formula 
brand  in  the  cute  gift  pack  they  bring 
home  from  the  hospital  or  the  one 
their  doctor  recommends.  And  that's 
usually  an  Abbott  product. 

Not  surprisingly.  Carnation's  plan 
to  advertise  its  formula  in  magazines 
and  on  television  has  already  prompt- 
ed a  protest  from  the  influential 
American  Academy  of  Pediatrics. 

Carnation  faces  an  uphill  battle  for 
other  reasons  as  well.  Abbott's  infant 
formula  sales  force  of  500,  for  in- 
stance, is  ten  times  the  size  of  Carna- 
tion's. Abbott's  products  are  proven 
and  familiar,  and  its  R&X)  machine  is 
at  work  on  new  ones.  And  the  compa- 
ny makes  sure  to  reach  doctors  early 
and  often,  providing  everything  from 
free  textbooks  for  interns  to  free 
nights  on  the  town  for  physicians  at- 
tending conventions. 

At  the  same  time,  Abbott  must  be  a 
bit  worried,  since  its  sales  reps  are 
pointing  out  the  Camation-Nestle  tie 
to  grocers  concerned  over  a  boycott. 

Raucous  stuff  for  a  relatively  quiet 
business.  Carnation  says  that  with 
the  Good  Start  product  alone,  it  is 
aiming  for  25%  of  the  market,  or  $400 
million  in  sales.  Chances  are  that's 
pretty  optimistic.  Abbott's  Schoell- 
hom says  Carnation  will  probably 
need  five  years  to  win  just  5%  of  the 
market.  But  Carnation  has  deep  pock- 
ets behind  it,  and  its  bid  has  competi- 
tors pacing  the  floor.  ■ 
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invitation 


Today's  top  level  Latin 
Americans  don't  invite  mere 
acquaintances  into  their  homes. 


Only  good  friends,  with  whom 
they  can  identify  totally,  are 
allowed  into  their  private  world. 


Each  fortnight,  VISION  is 
welcomed  by  a  highly  selective 
group  of  readers:  200,000 
ABC  —  audited  copies  are  proof 
positive  that  VISION  provides 
an  impressive  audience  for  your 
product.  And  consider  the  fact 
that  95%  of  those  copies  go 
directly  to  subscribers! 


Advertisers  who  want  to  feel  at 
home  in  this  privileged  market 
need  the  editorial  ambiance  and 
command  of  the  language  that 
only  VISION  can  provide. 


LAREVIS1 


Visibility  where  it  counts 


Computers/ 
Communications 


By  Ignatius  Chithelen 


Northern  Telecom  had  a  cozy,  protected 
market  back  home.  It  used  that  as  a  spring- 
hoard  into  competitive  markets  abroad. 


Canada  Inc. 
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Volume  up  75%,  loc;  v./orce  down  by  a  third. 

Y'  ou  KNOW  THE  Japanese  formu- 
la for  taking  over  a  world  mar- 
ket. An  industry  develops  a 
home  market  under  the  shelter  of 
trade  barriers,  climbs  up  the  learning 
curve,  and  then  invades  a  foreign  mar- 
ket with  low  marginal  production 
costs  and  consequently  low  prices. 

The  Japanese  aren't  the  only  ones 
playing  this  game.  Look  no  further 
than  Canada,  where  Northern  Tele- 
com is  executing  a  Japanese-like  strat- 
egy with  great  success.  Enough  suc- 
cess, in  fact,  to  be  a  big  thorn  in 
AT&T's  side. 

Toronto-based  Northern  Telecom 
makes  digital  telephone  switches, 
from  PBXs  for  small  business  custom- 
ers to  100,000-line  central  offices  for 
local  telephone  companies.  In  these 
and  other  phone  equipment  (fiber  ca- 
ble, handsets)  it  will  do  about  $5.2 
billion  in  sales  this  year,  up  from  $1.3 
billion  a  decade  ago.  (All  figures  in 
this  story  are  in  U.S.  dollars.)  Earnings 
estimates  are  as  high  as  $368  million 
this  year,  or  $1.55  per  share,  up  from 
45  cents  in  1978. 

Northern's  success  begins  at  home. 
Its  sugar  daddy  is  BCE  Inc.,  which 
owns  52.5%  of  its  common  stock. 
BCE  is  a  holding  company  created  in 
1976  that  ov^ms  Canadian  telephone 
utility  Bell  Canada.  Bell  Canada  owns 
30%  of  Northern's  research  and  de- 
velopment subsidiary,  Bell-Northem 
Research  Ltd.  It's  also  an  all  but 
locked-in  customer.  When  Bell  Cana- 
da needs  a  switch,  it  can  seek  bids 
from  AT&T  or  Siemens  only  if  North- 
em  Telecom  is  not  interested.  As  for 
prices,  Canadian  law  merely  says  that 
Bell  Canada  can't  pay  Northern  Tele- 
com more  for  equipment  than  the 
other,  smaller  Canadian  telephone 
companies  are  paying  their  suppliers. 
A  17.5%  tariff  on  central  switch  im- 
ports into  Canada,  including  those 
from  the  U.S.,  rounds  out  the  picture. 

Pretty  cozy.  Northem  has  used  its 
home-court  advantage  to  good  pur- 
pose, building  itself  into  an  interna- 
tional competitor.  In  the  U.S.  it's  a 
strong  second  to  AT&T — and  well 
ahead  of  Fujitsu,  Nippon  Electric  and 
Siemens — in  the  sale  of  central  office 
switches  to  telephone  utilities. 
Northem  and  a  British  parmer  (of 
which  Northem  owns  27.5%)  recent- 
ly bagged  a  $175  million  British  Tele- 
com contract  for  a  business  commu- 
nications network.  In  France  North- 
em is  in  a  joint  venture  to  make  PBXs. 
All  told,  Northem  now  gets  75%  of  its 
sales  from  customers  other  than  par- 
ent BCE's  companies. 

It  wasn't  easy  moving  from  protect- 
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ed  markets  into  competitive  ones. 
"People  forget  that  it  took  us  about 
seven  years  to  sell  our  first  sv^itch 
here  in  the  U.S.,"  says  Edmund  Fitz- 
gerald, Northern  Telecom's  chief  ex- 
ecutive. The  first  U.S.  sale,  in  1974, 
was  of  a  small  switch  for  the  Elyria 
Telephone  Co.  in  North  Ridgewood, 
Ohio.  Now  one  in  six  of  the  roughly 
125  million  telephone  lines  in  the 
U.S.  is  connected  to  a  Northern  digi- 
tal switch. 

Like  AT&T,  Northern  is  the  crea- 
ture of  a  utility  disintegration.  In  1973 
Bell  Canada  sold  less  than  half  of 
Northern  Telecom  to  the  Canadian 
public.  The  AT&T  breakup,  coming 
as  it  did  11  years  later,  played  into 
Northern's  hands.  By  1984  the  Bell 
operating  companies  were  already  fa- 
miliar with  Northern's  products  and 
people.  The  baby  Bells,  afraid  that 
AT&T  might  remain  a  monopoly  sup- 
plier, welcomed  Northern  as  an  alter- 
native supplier. 

Northern  took  some  chances  to  get 
where  it  is.  "When  we  started  work 
on  the  digital  central  office  switches 
in  the  1970s,  we  were  advised  to  fol- 
low AT&T  and  continue  making  the 
old  analog  switches,  since  digital 
switches  would  be  too  expensive,"  re- 
calls Robert  Ferchat,  president  of 
Northern's  Canadian  subsidiary. 

At  first,  digital  networks  were  more 
expensive.  They  convert  voices  into 
blips  of  data  and  back  again  in  the 
course  of  transmitting  a  call.  But  digi- 
tal data  are  easier  to  manipulate  than 
raw  voices,  easier  enough  that  some 
telephone  utilities  are  now  scrapping 
analog  switches  early — before  the  end 
of  their  life  span — and  replacing  them 
with  Northern  equipment. 

Like  AT&T,  Northern  got  into  the 
computer  business,  but  unlike  AT&T 
it  was  not  willing  to  stomach  further 
losses.  It  exited  in  1987.  Says  Fitzger- 
ald, "Our  business  is  to  provide  con- 
nections for  communications.  And 
we  intend  to  stay  that  way." 

The  connection  business,  unfortu- 
.  nately,  is  getting  saturated,  so  North- 
'  em  has  to  work  harder  to  maintain  its 
volume.  One  way:  It  offers  a  switch 
for  small  and  medium  companies 
with  software  that  makes  it  simpler 
to  add  new  lines  or  move  a  phone 
from  one  jack  to  another  while  retain- 
ing the  number. 

Competition  in  the  last  four  years 
has  nearly  halved  digital  switch  prices 
to  an  estimated  average  $220  per  line. 
Yet  Northern's  revenues  and  margins 
have  not  been  damaged.  This  is  be- 
cause, at  the  switch  plants  in  Raleigh, 
N.C.  and  in  Brampton,  outside  Toron- 
to, it  shrank  bulky  components  in 
favor  of  more  silicon  and  better  soft- 
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Northern  Telecom 's  Fitzgerald 
"It  took  us  seven  years  to  sell 
ourfirst  swUch  in  the  V.S." 


ware,  shortened  the  assembly  line  and 
added  automation.  At  the  Brampton 
plant,  the  work  force  has  been  slashed 
by  a  third  since  1984  and  revenues 


reportedly  boosted  by  75%,  to  $850 
million  a  year. 

Five  years  ago  Northern's  telephone 
sets  were  almost  priced  out  of  exis- 
tence by  cheap  imports  from  the  Far 
East.  The  company  was  considering 
shutting  its  plants  m  Nashville  and 
London,  Ont.  Instead,  it  automated. 
The  London  plant  now  employs  1,450 
people  to  make  2  million  telephone 
sets  a  year,  nearly  four  times  as  many 
as  it  did  in  1984,  with  a  mere  14% 
mcrease  in  the  work  force. 

The  Canadian  tariff  on  switching 
equipment  will  vanish  beginning  in 
1989  if  Canada  approves  the  pending 
trade  treaty  with  the  U.S.  But  this  is 
one  company  that  seems  quite  pre- 
pared to  cope  with  international  com- 
petition. Early  this  year  Northern 
scored  a  major  coup  by  beating  out 
AT&T  and  GTE  as  the  first  North 
American  company  to  supply  digital 
central  office  switches  to  NTT,  Ja- 
pan's mammoth  telecommunications 
monopoly.  They  will  be  made  at 
Northern's  highly  automated  plant  in 
Raleigh,  and  more  than  700  of  these 
boxes — over  $250  million  worth — 
will  be  installed  in  NTT's  telephone 
network  over  the  next  five  years.  Beat 
the  Japanese  at  their  own  game. 
That's  not  easy  to  do. 


Parents  teach  their  children  that  sharing  is 
good  manners.  Some  software  companies 
have  found  it  is  also  a  good  way  to  under- 
cut their  competitors. 

Try  it, 
youll  like  it 


By  Mike  Hogan 


IN  1983  Robert  Wallace,  an  ace 
programmer  at  Microsoft,  got  bit- 
ten by  the  entrepreneurial  bug. 
His  first  product  was  a  word  process- 
ing program  simpler  to  use  than  the 
then  bestselling  WordStar.  Rather 
than  sell  his  program  (called  PC- 
Write)  through  conventional  retail 
channels  for  hundreds  of  dollars,  Wal- 
lace made  the  following  offer  at  a  San 
Francisco  computer  fair.  Try  the  soft- 
ware. If  you  like  it,  send  me  $75.  If 
you  don't  like  it,  don't  pay. 


If  this  doesn't  sound  like  a  very 
sound  way  to  build  a  business,  think 
again.  Last  year  the  38-year-old  Wal- 
lace's company,  Seattle-based  Quick- 
soft,  grossed  around  $2  million.  Wal- 
lace counts  among  his  satisfied  cus- 
tomers such  companies  as  Times- 
Mirror,  Caterpillar  and  Du  Pont. 

Wallace's  on-approval  selling  is 
known  in  the  trade  as  shareware. 
Shareware  differs  from  public-domain 
software  in  that  shareware  is  not 
free — at  least  if  users  play  the  game 
honestly.  Authors  like  Wallace  retain 
the  copyrights  on  their  programs  and 
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expect  payment  from  companies  and 
individuals  who  do  use  their  cre- 
ations. Once  the  preserve  of  hackers 
and  their  ilk,  these  pay-if-you-like-it 
software  products  have  begun  to 
catch  on.  James  Button's  Bellevue, 
Wash. -based  Button  Ware  had  sales  of 
$2.5  million  last  year,  largely  on  the 
strength  of  its  PC-file.  Marshall  Ma- 
gee's  Magee  Enterprises,  based  in  a 
suburb  of  Atlanta,  Ga.,  had  $2  million 
in  sales,  primarily  from  Automenu, 
which  helps  users  create  menus  for 
their  other  software.  It  drops  off 
quickly  from  there.  But  then,  notes 
SofCLener  publisher  Jeffrey  Tarter, 
only  about  10%  of  the  thousands  of 
software  companies  selling  the  usual 
way  break  a  million,  either. 

The  concept  originated  with  the 
late  Andrew  Fluegelman,  the  found- 
ing editor  of  PC  World  and  the  creator 
of  PC-Talk  software,  who  liked  to  re- 
fer to  shareware  as  "an  experiment  in 
economics."  It  works  like  this.  You 
receive  a  copy  of  a  shareware  program 
from  a  friend  or  off  a  bulletin  board. 
You  use  it,  like  it  and  have  questions 
about  it.  To  get  those  questions  an- 
swered, you  pay  a  nominal  registra- 
tion fee,  usually  well  below  $100,  en- 
titling you  to  telephone  support,  soft- 
ware updates  and  other  perks. 

By  some  estimates,  corporate  sales 
now  account  for  about  a  third  of  the 
units  and  half  of  the  revenues  of  the 
top  shareware  firms.  Magee  of  Magee 
Enterprises  claims  that  95%  of  his 
55,000  registered  Automenu  users 
work  in  large  corporations. 

Shareware  is  cheaper,  after  all.  At 
$89,  PC-Write  does  about  as  much  as 
MicroPro's  $495  WordStar.  But  a  lot 
of  shareware 's  popularity  also  has  to 
do  with  the  terms  under  which  con- 
ventional software  is  sold. 

Take  your  average  conventionally 
distributed  program.  The  packaging 
looks  sharp,  the  advertising  makes  it 
sound  like  the  answer  to  all  your  pro- 
ductivity problems.  But  after  days  or 
weeks  of  learning,  you  begin  to  dis 
cover  the  unadvertised  limits  on  cer- 
tain functions,  incompatibilities  with 
other  hardware  and  software,  and  oth- 
er disappointments  that  are  pait  and 
parcel  of  any  program.  In  the  world  of 
conventional  software  there  are  no 
test  drives. 

While  copy  protection  has  all  bur 
disappeared  from  commercial  soft- 
ware and  lawsuits  are  rare,  the  threat- 
ening licensing  "agreements"  are  still 
there  to  give  corporations  pause.  With 


shareware,  on  the  other  hand,  no 
lieavy-handed  threats — empty  or  oth- 
erwise— hide  behind  the  shrink  wrap. 
Nor  do  corporations  have  to  fear  law- 
suits because  some  errant  employee 
decides  to  share  his  $695  copy  of 
Framework  III  among  two  or  ten  of  his 
coworkers.  Shareware  authors  want 
you  to  spread  their  software  around, 
since  that's  the  main  way  they  get 
new  customers. 

Shareware  companies  don't  get  paid 
for  every  piece  of  software  that  is 
used;  Jim  Button  of  ButtonWare  fig- 
ures that  only  10%  of  the  people  using 
his  software  pay  the  registration  fee. 


But  shareware  companies  have  be- 
come adept  at  signing  up  those  who 
call  for  support.  "The  only  way  to 
think  about  it  is  that  these  are  poten- 
tial customers,"  says  Wallace. 

User  groups  and  electronic  bulletin 
boards  arc  good  sources  of  shareware. 
There  are  also  a  growing  number  of 
shareware  distributors  like  Sunny- 
vale, Calif-based  PC-SIG.  But  by  far 
the  most  popular  means  of  distribu- 
tion is  what  Wallace  calls  "word  of 
disk,"  the  passing  of  programs  from 
1  .nd  to  hand. 

The  Pasadena  PC  Users  Group,  for 
c.x.miplc,  c  ollects  shareware  as  well  as 
public  domam  software  and  makes  it 


available  to  members  for  approxi- 
mately the  cost  of  the  diskettes.  "I  use 
shareware  for  a  substantial  amount  of 
my  computing  and  pay  the  15  or  25 
bucks  when  asked,"  says  President 
Steve  Bass. 

Most  often  shareware  arrives 
through  the  corporate  back  door  in 
the  briefcases  of  white-collar  employ- 
ees. But  once  on  the  job,  "it  spreads 
like  weeds,"  says  Herb  Boulden,  proj- 
ect analyst  for  the  Rockwell  Interna- 
tional Electronic  Group  in  Anaheim, 
Calif.  Soon  the  micro  manager  or 
chief  information  officer  will  be  on 
the  telephone  working  out  a  volume 
purchase  arrangement  with  the 
shareware  company.  Boulden  is  a 
longtime  supporter  of  shareware,  hav- 
ing purchased  ButtonWare 's  PC-Calc, 
PC-Type  and  the  last  six  versions  of 
its  popular  PC-File  database.  He  is 
responsible  for  servicing  more  than 
3,000  PCs  for  more  than  9,000  West 
Coast  employees.  Walter  Kennamer, 
partner  in  charge  of  Ernst  &.  Whin- 
ney's  microsystem  support,  counts 
more  than  10,000  copies  of  shareware 
among  his  firm's  worldwide  offices. 
And  the  support  is  as  good  as  or  better 
than  that  from  commercial  compa- 
nies, adds  Sharon  Coon,  computer  an- 
alyst with  Caterpillar. 

How  do  shareware  companies  sur- 
vive selling  for  under  $100  what  costs 
between  $200  and  $800  through  con- 
ventional channels?  For  one  thing, 
they  usually  spend  less  on  advertising 
and  distribution.  For  another,  they 
can  live  on  narrower  profit  margins 
than  a  Microsoft  or  a  Lotus  would 
insist  on.  Quicksoft  President  Bob 
Wallace  pegs  his  current  before-tax 
earnings  at  5%,  against  Microsoft's 
20%  to  25%.  "I'm  interested  in  mak- 
ing a  living,  not  a  killing,"  he  asserts. 

But  the  more  successful  a 
shareware  firm  is,  the  more  it  begins 
to  look  like  its  conventional  counter- 
parts. Wallace  claims  that  he  will 
spend  $500,000  of  his  $2  million  in 
revenues  this  year  on — gasp — adver- 
tising in  computer  trade  magazines. 
And  some  shareware  products  are 
ending  up  in  computer  retail  stores, 
thanks  to  customers  who  walk  in  the 
door  looking  for  an  Automenu  or  PC- 
File.  Some  companies  like  Button- 
Ware  and  Datastorm  Technology 
(which  has  the  ProComm  communi- 
cations program)  have  begun  aggres- 
sively courting  the  retail  channel.  But 
none  plan  to  give  up  the  shareware 
method  of  distribution.  That's  good 
news  for  those  corporations  that  have 
developed  a  taste  for  sharing. 

Rockwell's  Boulden  sums  up 
shareware's  corporate  attraction:  "It 
works,  you  like  it,  and  it's  cheap."  ■ 
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WHEN  I  SAT  SHARP 
I  MEAN  BUSINESS!" 


1988  Sharp  Electronics  Corp 


Sharp  copiers  are  rated  number  one  in  the  country  for 
copy  quality.  And  Sharp  business  calculators  are  the 
number  one  sellers,  coast  to  coast. 

That's  why,  whether  you're  a  bull  or  a  bear,  you'll 
find  that  Sharp  is  the  best  in  the  market. 

Call  1-800-BE-SHARR  and  we'll  tell  you  more. 


® 

FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS" 

4KING  SYSTEMS  •  CALCULATORS  •  COMPUTERS  •  COPIERS  •  ELECTRONIC  CASH  REGISTERS  &  TYPEWRITERS  •  FACSIMILE  MACHINES  •  LASER  PRINTERS 


d  animals  supplied  by  Dawn  Animal  Agency 


From  a  bear  market  to  a  bull  market,  from  Wall  Street 
0  Main  Street,  Sharp  means  business. 

Right  now,  all  over  America,  more  Sharp  fax 
nachines  are  being  bought  than  any  other  brand.  Sharp 
s  ringing  up  the  most  electronic  cash  register  sales  in  the 
iountry.  Sharp  computers  are  breaking  sales  records. 


As  cheap  computing  overhauls  the  imaging 
industry,  chemical  suppliers  react. 


Defensive 
engineering 


Comp/Comm 


I 


By  Ignatius  Chittaelen 


SINCE  1985  the  marketing  folk  at 
Anheuser-Busch  have  been  us- 
ing computers  from  Via  Vi- 
suals, a  Santa  Clara,  Calif,  startup.  For 
what?  To  create  and  manipulate  elec- 
tronic pictures  of  new  shapes,  sizes 
and  colors  for  their  six-packs,  to  see 
how  they'll  look  on  the  shelf.  A  few 
years  ago  the  same  visual  work  would 
have  been  done  with 
film.  Today,  in  this 
and  many  another  busi- 
ness application  of  im- 
age processing,  silicon 
chips  are  displacing  film, 
photographic  paper  and 
scissors. 

Good  news  for  chip 
companies,  bad  news  for 
chemical  makers.  It  is 
perhaps  no  surprise, 
then,  that  Du  Pont, 
which  does  a  $1.6  billion 
business  in  film  and 
chemical  products  for 
the  imaging  industry, 
bought  Via  Visuals  last 
year.  "It's  called 
survival,"  says  Efrem 
Lieber,  marketing  man- 
ager for  Du  Font's  imag- 
ing business. 

Digital  imaging  is  the  process  of 
converting  a  picture  into  on-off  blips 
of  data  that  can  be  stored  in  a  comput- 
er memory.  Thus  transformed,  the 
picture  can  be  more  readily  changed 
in  shape,  size,  shading  and  color  con- 
trast. Until  the  final  output,  the  im- 
ages exist  only  on  a  computer  screen. 

Xerox  and  Eastman  Kodak  have 
also  moved  into  the  electronic  picture 
processing  business,  by  acquisition  or 
by  financing  startups.  "The  silver  ha- 
lide  film  in  your  camera  is  best  for 
capturing  higji-quality  images  at  low 
cost,"  says  K.  Bradley  Paxton,  vif  f" 


president  of  Eastman  Kodak's  elec- 
tronic photography  division.  "But 
electronics  brings  flexibility,  conve- 
nience and  speed  to  the  process." 

Via  Visuals  is  just  one  of  Du  Pont's 
responses  to  the  computer  invasion  of 
its  traditional  business.  Du  Pont  has 
equity  positions  in  Benchmark,  a  U.K. 
vendor  of  image-processing  circuitry 
add-ons  for  personal  computers  and 
workstations,    and    Greyhawk    Sys- 


SMf  displays,  on  Du  Paul  s  litgilal  inui^ef 

Jtist  in  came  people  atop  buying  film  some  day. 


tems,  a  Milpitas,  Calif,  vendor  of  liq- 
uid crystal  displays  for  electronic  im- 
ages. Du  Pont  also  has  equity  in  Ima- 
giTex,  a  Nashua,  N.H.  company 
working  on  black-and-white  scanners 
for  the  printing  industry. 

Xerox,  too,  is  in  an  image  business 
exposed  to  peripheral  attack  from  dig- 
ital imaging.  Whereas  now  you  make 
a  paper  copy,  ten  years  from  now  you 
may  achieve  the  same  result  by  copy- 
ing image  data  from  one  computer  file 
to  another.  And  so  Xerox  is  getting 
into  digital  imaging  with  products 
that  will  link  computers,  facsimile 
machines  and  copiers.  In  1980  it  ac- 


quired Kurzweil,  the  Cambridge, 
Mass. -based  manufacturer  of  desktop 
scarmers  for  text.  This  year  it  added 
Datacopy  Corp.,  which  makes  desk- 
top image  scarmers  and  related  soft- 
ware. Says  Rolando  Esteverena,  presi- 
dent of  the  subsidiary  that  handles 
these  computer  image  operations: 
"Copiers,  printers,  faxes  and  comput- 
ers are  all  getting  interconnected  in 
offices.  Copying  from  paper  to  paper 
has  been  our  traditional  business.  We 
now  offer  a  format  for  copying  from 
paper  into  a  computer." 

To  get  its  foot  in  the  electronic 
door,  Eastman  Kodak  works  more  by 
funding  semiautonomous  startups 
than  by  buying  established  compa- 
nies. Edicon,  a  Rochester,  N.Y.  Kodak 
subsidiary  started  in  1985,  sells  soft- 
ware that  integrates  digitized  color 
images  with  computer-generated  text 
and  graphics.  Boeing  Corp.  uses  Edi- 
con's  system  in  conjunction  with  Ko- 
dak's electronic  camera  for  creating 
employee  ID  badges  and  records. 
"Such  systems  meet 
customer  needs  that 
were  simply  not  being 
met  by  the  traditional 
photographic  products," 
says  Paxton.  The  pho- 
tography giant  also  put 
up  the  money  to  start 
KRS  Remote  Sensing. 
The  Landover,  Md.- 
based  KRS  sells  systems 
that  store,  enhance,  ana- 
lyze and  print  images  re- 
ceived from  satellites. 

As  with  so  many  new 
markets  for  computers, 
electronic  picture  pro- 
cessing has  been  pushed 
along  by  the  advent  of 
cheap,  powerful  desk- 
tops, high-resolution 
monitors    and    easy-to- 


use  software.  Most  forms  of  airbrush- 
ing,  touch-up  and  combining  images 
electronically  can  now  be  done  on 
microcomputers,  Apple's  Macintosh 
U  in  particular,  at  less  than  a  tenth  of 
the  cost  of  the  oldest  systems. 

There  are  over  700  companies  in 
the  business,  says  Richard  Schwarz  of 
Shearson  Lehman  Hutton,  most  of 
them  with  annual  revenues  of  under 
$10  million.  That  should  provide 
some  good  pickings  for  the  likes  of 
Kodak  and  Xerox  as  they  protect  their 
product  lines  from  technological 
obsolescence. 
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BdlSouthis 

moviiig  in  new  directiois. 


A  growing  number  of 
businesses  worldwide  are 
choosing  BellSouth  to 
solve  their  communications 
problems  with  custom- 
designed  telecommunica- 
tions and  information 
systems. 

In  New  York,  Chicago, 
Boston,  and  even  in 
Shanghai,  BellSouth 
was  chosen  to  design 
communications  systems  to 
meet  specific  needs. 

BellSouth  products  and 
services  range  from  the 
most  sophisticated  voice 
and  data  transmission 
equipment  and  systems  to 
cellular  and  paging  systems, 
computers,  computer 
software  and  directory 
publishing. 

Let  BellSouth  help  your 
business  move  in  new 
directions,  too. 


BELLSOUTH 


Shaping  the  future  of  telecommunications.  ■ 


Telecommunications  •  Information  Systems  •  Computers  •  Software  •  Mobile  Communications .  Publishing 


©1988  BellSouth  Coiporalion 
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Not  long  ago,  the  Town  of 
Trumbull  bought  a  new  com- 
puter system.  From  Prime. 

Because  we  were  the  only 
ones  who  could  tie  together 
Trumbull's  75  municipal  offices, 
eight  elementary  schools,  two 
middle  schools,  and  one  high 
school.  Now  everyone  from  the 


Superintendent  of  Schools  to  the 
Selectman  can  access  and  share  i 
mation  easily. 

We  also  provided  a  flexible  soft 
environment.  So  each  office  can 
develop  its  own  independent  ap| 
tions.  As  a  result,  jobs  like  the  to\ 
budget,  property  records,  and  ta) 
are  a  lot  more  manageable  these 
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;anwhile,  the.  Board  of  Education  is  using 
/stem  to  do  their  homework.  Recording 
:s.  Tracking  attendance.  Even  designing 
'.mic  programs  for  individual  students. 
day,  Trumbull  is  the  envy  of  local  govern- 
s  everywhere.  And  their  success  is  part  of 
access.  Prime  is  a  Fortune  500  company 
annual  revenues  of  more  than  $1.5  billion. 
youd  like  to  know  what  Prime  could 


accomplish  running  for  your  office,  call 
1-800-343-2540  (In  Canada,  1-800-268-4700). 
Prime.  More  power  to  the  people. 


Prime 


Prime  Computer,  Inc. 

Prime  and  the  Johnson  &  Johnson  family  of  companies  are  proud 
co-sponsors  of  the  PBS  series  NOVA. 


Science  &  Technology 


Edited  by  Gary  Slutsker 
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Metal  benders  beware.  The  composites  that 
make  your  tennis  racket  stronger  are 
changing  the  aerospace  industry. 

Dont  screw  it, 
glue  it 


ovE  OVER,  Rosie  the  Riveter. 
You  are  being  replaced  by 
workers  like  Kathy  Wheeler. 
Like  Rosie,  Wheeler  works  in  a  big 
factory,  making  airplanes.  Only 
Wheeler  doesn't  use  a  rivet  gun.  The 
planes  she  works  on  don't  have  much 
metal  or  very  many  mechanical  fas- 
teners. Wheeler's  job  is  to  lay  pieces  of 
fabric  on  top  of  one  another  in  a  prear- 
ranged pattern.  It's  a  lot  like  making  a 
dress,  except  that  after  Wheeler  is  fin- 
ished, the  pattern  is  baked  in  an  oven 
where  all  that  fabric  turns  into  a  solid 
airplane  wing  that  can  have  twice  the 
strength  and  hah  the  weight  of  an 
aluminum  one. 

Kathy  Wheeler  is  manufacturing  fu- 
turistic-looking Beech  Starship  turbo- 
props  at  Raytheon's  Beech  Aircraft 
plant  in  Wichita,  Kans.  The  Starships 
that  will  begin  rolling  off  the  assem- 
bly line  next  spring  will  have  over 
70%  of  their  structural  weight  made 
up  of  advanced  composites.  If  the  $3.7 
million  plane  is  a  commercial  suc- 
cess— Beech  has  40  advance  orders  in 
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Ihc  Beech  Staisbip  uopj  is  the  first  all- 
composite  business  plane  to  he  certified 
fri'  the  Federal  Aiiation  Administration. 
In  its  tytantifacture  Beech  workers  lay 
strips  of  epo.xy  coated  fiher  fabric  in  a 
mold  (above)  and  hake  the  part  in  a 
pressurized  oven  (left). 
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ADVERTISEMENT 


)ealerscope  Merchandising  Products  of  the  Month 


he  Tech-cessories  Monitor 
lover  For  Maximum  CRT 
'iewing  Comfort. 


lake  workspace  more  organized  and 
lear  off  the  desktop  with  The  Monitor 


Mover.  This  moving  arm  rotates,  extends 
and  retracts  a  swiveHng  monitor  plat- 
form for  maximum  viewing  comfort. 
Lifts  any  monitor  or  terminal  6"  to  8" 
above  the  desktop.  Flexible  tube  inside 
arm  hides  the  cables  and  prevents 
tangles.  A  chrome  handle  extends  to 
hold  a  keyboard.  The  universal  base 
clamps  onto  any  desk  and  swivels  360 
degrees.  The  monitor  platform  swivels 
180  degrees  and  supports  any  12"  mo- 
nitor up  to  50  lbs.  Suggested  retail  price 
is  $129.95.  Contact:  Tech-cessories 
Inc.,  990  E.  Rogers  Circle  #2,  Boca 
Raton,  FL  33487,  (407)  994-9060. 


he  Psion  Organiser  II: 

The  Direct  Link  Between  Inner 

)ffice  And  Outside  World" 

lie  amazing,  hand-held  Psion  Organiser 

[.  the  world's  first  lifestyle  compatible 

irnputer,   offers   the   business   person 

onstant  access   to   office   information. 

he    Organiser    can    be    directly    con- 

t'cted  to  any  desktop  system,  permit- 

mg    back    and    forth    data    transfer, 

maintenance    and    storage.    You    can 

iterally  carry  your  entire  office  in  your 

lack  pocket.   Sales  records,  inventory 

ounts,  expense  logs,  pads  —  anything 

(lu  store  on  your  office  system,  or  write 

town   to   keep   track   of,   can   now   be 

entered   and   retained 

in  the  Psion  Organiser 

n.  For  information, 

call  Psion  at  (203) 

274-7521. 


From  The  Office  To  The  Home: 
Record  a  Call^  Understands 
Your  Message 


It  offers  a  broad  selection  of  feature-filled 
telephone  answering  devices  and  com- 
bination phone /answering  machines. 
With  any  of  its  products  you're  buying 
the  best  in  quality  and  you're  getting 
innovative  technology.  PI  us... you  don't 
have  to  be  an  engineer  to  use  them  nor  a 
banker  to  buy  them.  So  if  you're  con- 
sidering purchasing  an  answering 
machine,  combination  phone /answering 
unit,  or  one  or  two  line  phone  or  device 
— think  Record  a  Call — the  leading  inno- 
vator in  the  phone  business  that  got  your 
message.  For  more  information  call 
Record  a  Call's  sales  department  at  (213) 
603-9393  for  your  nearest  dealer  location. 


Maxon  Now  Offers  A 
"Cordless"  Radar  Detector  ■ 
The  RD-XL  Mini 


j  Maxon  Systems'  RD-XL  mini-size  detec- 
tor can  be  operated  with  six  "AA" 
batteries  (alkaline  or  rechargeable  nickel 
cadmium)  or  with  a  power  cord  that 
plugs  into  the  vehicle's  lighter  recep- 


tacle. The  RD-XL's  InstaLok®  dual 
conversion  super  heterodyne  receiver 
detects  X  or  K  band  police  radar 
surveillance  (including  instant-on  PULSE 
radar)  and  alerts  the  driver  with  sequent- 
ial LED  indicators  and  an  audio  warning 
—  within  1  / 10  of  a  second.  Signals  emitted 
by  other  vehicles'  radar  detectors  and 
Rashid  VRSS "  collision  warning  systems 
are  prevented  from  causing  false  alarms 
Suggested  retail,  $249.95.  Maxon  Sys- 
tems, Inc.,  Deptartment  777,  10828  NW 
AirWorld  Drive,  Kansas  City,  MO  64153; 
(816)  891-1093. 


All  Bark...No  Bite! 


U 


Now  everyone  can  enjoy 
the  security  and  protec- 
tion of  a  guard  dog  without 
the  hassle  of 
walking,  feed- 
ing or  caring 
for  it,  thanks  to 
the  Heath  Ze- 
nith Barking 
Dog  Security  Alarm  System.  When  some- 
one approaches  the  front  door,  the  security 
alarm  system  begins  barking  to  scare 
away  potential  intruders.  The  Barking  Dog 
is  easy  to  install  and  has  a  suggested  retail 
of  $59.95.  For  more  information  write  to 
Health  Zenith  Consumer  Products  Group, 
Hilltop  Road,  ST.  Joseph,  MI  49085. 


TTI  Commiuiications,  Inc 
Announces  The 
Availablility  Of 
Phido  And  Spots— 
Hands-Free 
Telephone  Dogs 


The  phones  are  made 
from  a  soft  plush  fabric 
and  can  be  plugged 
into  any  standard  phone 
jack.  Advanced  robo- 
tics make  their  ears  and 
mouth  move,  synchronized  with  the  callers 
voice.  The  telephones  are  equipped  with  a 
state-of-the-art  speaker  phone  with  vol- 
ume control,  tone  and  pulse  dialing, 
lighted  keypad,  automatic  redial  and 
true  hold  button.  Suggested  retail  $129.95 
For  further  information  contact:  TTI 
Communications,  Inc.,  6433  E.  Alondra 
Blvd.,  Paramount,  CA  90723-3726. 


The  Oasis  Photo/ 
Travel  Baggage... 
From  Coast 


A  wide  array  of 
sophisticated, 
luxurious  and 

impeccably  detailed  V  i  ' 
Photo  /  Travel  Baggage. 
This  versatile  and  fashionable  collection 
was  designed  expressly  for  the  discri- 
minating photographer.  Seven  pieces  to 
choose  fk)m...  each  piece  has  a  clean, 
timeless  contour  and  uses  only  the  finest 
specially  selected  "poly-duck"  canvas. 
The  leather-trim  pieces  are  created  from 
the  finest  top-gi'ain  cow-hide  which  is 
individually  selected  and  tanned  using 
"old-world"  craftsmanship.  The  classic 
look  of  each  piece  in  the  Oasis  Collec- 
tion is  high-lighted  with  small  details  and 
fittings  that  are  meticulous  in  design  and 
construction.  Oasis-75  shown.  Coast 
Manufacturing  Company  (800)  333-6282. 


rM%  Deaferscope 


'vgco^ 


is  the  Marketing  Magazine  for 
MCfChQIidlSinOi  consumer  Electronics  and  Msgor  Appliance  Retailers 


Editorial  Offices:  401  North  Broad  Street,  Philadelphia,  PA  19108  (215)  238-5300 


It's  a  whirlybird!  It's  a  plane!  It's  an  Osprey! 


And  it  flies  high  on  the  strength  of  graphite-epoxy  composites,  which  can 
be  twice  as  strong  and  half  as  heavy  as  aluminum.  The  Bell-Boeing  V-22 
Osprey  Tiltrotor  is  both  an  airplane  and  a  helicopter— its  secret  is  the 
ability  to  rotate  its  engines  over  90  degrees  from  the  vertical  for  takeoffs 
and  landings  to  horizontal  for  cruising. 


hand — the  tuturc  will  look  a  little 
brighter  for  some  chemical  compa- 
nies, such  as  Hercules,  Du  Pont, 
Amoco,  West  Germany's  BASF  and 
Britain's  ICI.  Amoco  is  the  only  one 
that  makes  its  own  raw  material.  The 
others  import  it  from  [apan,  where  it 
is  made  by  Toray  and  Sumitomo. 
Long-term  prospects  for  metal-based 
aerospace  companies  like  Hi-Shear, 
SPS  Technologies  and  Fairchild  In- 
dustries may  be  a  little  dimmer  if  the 
use  of  composites  spreads  rapidly. 

Is  it  safe  to  fly  business  executives 
around   the   country   in   plastic   air 
planes?  In  certifying  the  Starship  last 


|une,  the  f-ederal  Aviation  Adminis- 
tration said  it  is.  By  using  compos- 
ites— in  this  case,  graphite  bonded 
with  epoxies — Beech  designed  a 
sleeker,  faster,  more  comfortable 
business  plane  than  even  its  own  best- 
selling  King  Air  turboprop.  Eventual- 
ly, Beech  is  hoping  that  composites 
will  chop  labor  costs  as  well. 

Chemical  producers  have  been 
touting  the  advantages  of  advanced 
composites  for  at  least  20  years.  But 
only  recently  has  this  aerospace  sec- 
tor gotten  off  the  ground.  Only  a 
handful  of  aircraft  that  use  plastic 
:omposites  for  critical  structures  like 
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the  fuselage  or  wings  are  in  produc 
tion  or  advanced  testing  stages. 
Boeing,  for  instance,  still  makes  the 
basic  structures  of  its  commercial  jets 
out  of  aluminum  and  titanium.  But, 
under  the  security  blanket  of  a  gov- 
ernment contract,  it  has  teamed  up 
with  Bell  Helicopter  to  build  the  com- 
posite-framed V-22  Osprey  Tiltrotor 
aircraft,  a  strange  military  machine 
whose  propellers  are  capable  of  tilting 
over  90  degrees  from  the  vertical  for 
takeoff  or  landing  to  horizontal  for 
cruising.  (Forbes,  Oct.  17).  The  verti- 
cal fins  on  the  latest  Airbuses  are 
made  of  composites,  and  Boeing's 
soon-to-be  delivered  747-400  long-dis- 
tance jumbo  jet  will  use  composites 
on  6-foot  winglets  on  the  ends  of  its 
wings,  in  its  braking  systems  and  in 
landing  gear  doors. 

Over  the  last  few  years,  chemical 
companies  have  been  getting  into  ad- 
vanced composites  in  a  big  way,  an- 
ticipating that  the  current  $2  billion 
worldwide  market  for  parts  made  out 
of  these  materials  will  rocket  to  $20 
billion  by  the  end  of  the  century. 
Though  most  people  are  familiar  with 
composites  in  their  tennis  rackets  and 
golf  club  shafts,  aerospace  applica- 
tions account  for  over  60%  of  the 
market. 

An  advanced  composite  is  not  un- 
like a  brick  made  of  mud  and  straw,  or 
a  bridge  made  of  concrete  and  rein- 
forcing rods.  Reinforcing  fibers — 
graphite,  Kevlar,  glass  or  ceramic — 
are  embedded  in  a  plastic  epoxy  or 
other  binders.  The  fibers  are  generally 
woven  in  fabrics  that  are  coated  with 
epoxy  and  kept  refrigerated  until  they 
are  ready  to  be  used.  Once  the  fabric  is 
cut  and  placed  in  a  mold,  it  is  ready  to 
be  cured  in  a  pressurized  oven  called 
an  autoclave  in  which  epoxy  locks 
fibers  in  place.  The  properties  of  the 
resulting  material  more  closely  re- 
semble metal  than  cloth. 

While  wrought  metals  like  alumi- 
num and  steel  have  different  proper- 
ties in  different  directions,  the  differ- 
ences are  not  as  enormous  as  in  com- 
posites. Composites,  by  contrast, 
have  a  grain,  like  a  piece  of  wood.  As 
with  carpentry,  so  too  with  airplane 
manufacture;  the  idea  is  to  design 
with  that  directionality  in  mind.  For 
example,  a  composite  made  with  Kev- 
lar, the  stuff  of  bulletproof  vests,  has  a 
higher  tensile  strength  for  its  weight 
than  steel,  meaning  it  resists  being 
pulled  apart.   However,   it  performs 
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Will  the  computer  decisions 
you  make  today  prepare  you  for 
y/here  you  need  to  be  tomorrow? 


Success  in  business  depends  on  anticipat- 
ing the  future. 

Itsjust  that  simple. 

And  that's  why  NYNEX  Business  Centers 
sell  personal  computer  systems  flexible  enough 
to  meet  your  current  as  well  as  your  future  needs. 

We  offer  the  best  equipment  from  the  best 


The  answer  is  NYNEX. 


NYNEX  Business  Centers  offer  competitive 
prices  on  a  complete  range  of  products  from  leading 
manufacturers,  including  IBM*  mfmmmjmM >■"' 
Apple*  and  COU?KCl*  tUiHi^Mi 

We  hack  the  systems      ^  ^S^E 

and  software  we  sell  with 
training,  service  and  local 
support. 

We  offer  complete  

financing  alternatives  including  leasing. 

For  the  NYNEX  Business  Center  nearest 
you,  call  toll  free: 


\ 


1-800-346-9X9X 

extension  3084. 


manufacturers,  including  IBM,  Apple,  and 
COMPAQ.  We  sell  systems  which  can  accom- 
modate growth  through  upgrades  and  add-ons. 
We  also  can  network  everything  we  sell  and 
offer  one  of  the  best  training  programs  in  the 
business. 

All  at  a  price  that's  extremely  competitive. 

But  most  important,  we  know  how  to 
avoid  quick  fixes  which  may  cheat  you  in  the 
future.  So  why  not  contact  your  NYNEX  Busi- 
ness Center  representative  for  a  longer  term 
solution? 

It  could  be  the  one  decision  you  make 
today  which  puts  you  in  charge  of  where  you'll 
need  to  be  tomorrow 

NYNEX 


Business 
Centers 
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Wherebusinessis  headed. 


IBM,  COMPAQ, and  Apple  are  registered  trademarks  of  International  Business  Machines  Corporation,  COMPAQ  Computer  Corporation,  and 
Apple  Computer.  Inc.  respectively.  NYNEX  is  a  mark  of  NYNEX  Corporation.  ©  1988  NYNEX  Business  Information  Systems  Co. 
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=ff  Pitney  Bowes 


Monarch  Marking 
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$9.97 


The  price  tag  above 
^sents  Monarch  Marking 
ems,  an  important  part 
^ney  Bowes. 

The  Monarch  name 
'tis  leadership,  innovation, 
service. 

It  means  computer 
rolled  printers  and  hand- 
labelers  for  retail  price 
king.  It  means  item  • 
tification  systems  and 
isands  of  tag  and  label 
ihes  for  both  retail  and 
strial  markets. 
!      But  more  important, 
harch  Marking  stands 
|the  special  relationship 
ween  customer  needs 
practical,  effective  busi- 
s  solutions. 

Which  is  what 
Pitney  and  Mr  Bowes 
id  for.  Always  have; 
ays  will. 

If  you'd  like  more 
>rmation  about  how 
narch  Marking  of  Pitney 
ves  can  help  your  business, 
1-800-MR-BOWES, 
.782. 


Stealth  plastics 


Composite  materials  are  great 
for  warplanes  like  Northrop's 
B-2  Stealth  bomber  because  they 
reflect  radar  waves  poorly.  It's  as- 
sumed that  the  military  is  taking 
this  natural  advantage  of  compos- 
ites a  step  further.  Aircraft  and 
missiles  may  soon  have  "smart 
composites"  embedded  in  their 
structures.  Because  they  are  poor 
conductors  of  electricity,  these 
materials  can  be  integrated  with 
radar  or  radio  antennae  as  part  of 
the  aircraft's  external  skin.  This 
allows  them  to  be  incorporated  in 
the  craft's  aerodynamics  in  such  a 
way  that  they  don't  add  drag,  al- 
lowing a  much  sleeker  design.  In 
addition,  the  sleeker  the  shape,  the 
lower  the  radar  reflection. 

Now  add  another  little-noted 
quirk  of  these  smart  materials:  Re- 
verse the  electrical  effect  on  smart 
composites  and,  it  is  believed,  they 
suck  radar  waves  in,  instead  of  re- 


flecting them  back  out.  Thus,  the 
enemy  pulse  is  absorbed  and  neu- 
tralized. This  may  be  what  makes 
the  still  secret  F-I9  fighter 
stealthy.  Composites  are  also  ex- 
pected to  be  found  on  everything 
from  the  B-2  bomber  to  the  Air 
Force's  dream  plane,  the  Advanced 
Tactical  Fighter  and  the  Navy's 
Advanced  Tactical  Aircraft. 

"The  concept  is:  I'm  going  to  put 
sensors  and  things  that  react  to 
what  I'm  sensing  into  composite 
structures,"  says  J.  Michael  Bow- 
man, director  of  Du  Font's  com- 
posites division.  "Those  sensors 
could  be  for  stealth  or  communica- 
tions or  even  monitoring  the  stress 
of  the  composite.  They  could  re- 
ceive incoming  signals  and  send 
out  other  kinds  of  signals." 

In  other  words,  smart  materials 
make  it  easier  for  an  Air  Force  pilot 
to  play  ventriloquist  with  Soviet 
radar. — G.S.  and  Howard  Banks 
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poorly  under  compression.  This 
asymmetrical  quality  of  fiber-rein- 
forced composites  can  be  turned  to 
good  use  by  airplane  designers. 

Consider  Grumman's  incongruous- 
looking  X-29,  with  its  forward-swept 
wings.  The  reversed  wings  permit 
more  extreme  maneuvers  than  con- 
ventional backward-pointing  wings. 
But  the  forward  sweep  creates  a  struc- 
tural problem.  Wind  pressure  tends  to 
twist  the  wing  and  rip  it  off  the  way  it 
would  your  arm  if  you  stuck  it  out  the 
window  of  a  speeding  car.  But  with 
clever  positioning  of  fibers,  Grum- 
man engineers  redistributed  the 
forces  within  the  wing  to  counteract 
the  twist. 

Composites  aren't  cheap.  Graphite 
epoxy  composites  run  around  $50  a 
pound,  at  least  five  times  as  much  as 
aluminum  alloys.  But  lower  weight 
means  less  fuel  consumed,  a  poten- 
tially huge  dividend  for  the  user. 

Beech  figures  that  composite  tech- 
nology represents  a  $300  million  in- 
vestment. (Among  other  things,  it 
had  to  prove  the  strength  of  the  air- 
craft's fuselage — which  is  bonded 
from  two  molded  halves  and  uses  no 
traditional  bulkheads  or  stringers — 


by  dropping  it  from  a  height  of  17 
feet.)  But  even  if  it  doesn't  sell  a  lot 
of  the  planes.  Beech  will  get  back 
some  of  its  investment  by  selling  its 
expertise  in  composites  technology. 
It  is  the  subcontractor  for  composite 
winglets  and  landing  gear  doors  on 
the  giant  C-I7  Air  Force  transport 
plane  being  built  by  McDonnell 
Douglas,  a  contract  that  could  be 
worth  $200  million. 

The  military  loves  composites  (see 
box,  above)  and  is  funding  an  over  $12 
million  program  to  automate  the 
manufacturing  process  for  Bell- 
Boeing's  V-22  Osprey  with  computer- 
driven  cutters  and  robotic  fabric  plac- 
ers. This  is  no  small  production  proj- 
ect. The  Marines  want  550  V-22s  at  a 
price  of  around  $20  million  each. 
When  the  process  is  perfected,  the 
technology  will  spread  to  other  new 
projects  and,  in  time,  to  civil  aircraft 
manufacture. 

And  it  could  well  spread  outside 
aerospace  manufacture.  For  years, 
automakers  have  dreamed  of  a  plastic 
composite  that  can  be  worked  like 
metal — stamped,  bent  or  extruded. 
General  Motors  is  experimenting 
with  thermoplastics  in  bumper  beams 
in  some  of  its  cars. 

It  has  taken  a  while  for  composites 
to  become  commercial,  but  they  seem 
to  have  a  lot  of  momentum  now.  Met- 
alworking  companies  ignore  the 
threat  at  their  peril. — G.S. 
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Chemists  are  getting  finer  and  finer  noses. 
That  means  trouble  for  drug-using  Olym- 
pic athletes — and  for  industrial  concerns 
that  leak  trace  pollutants. 


Gotcha! 


By  Kathleen  K.  Wiegner 

Question:  What  is  the  leading 
cause  of  pollution?  Answer; 
Analytic  instruments.  When 
Mark  Marcus,  director  of  analytical 
programs  for  Chemical  Waste  Man- 
agement, tells  this  joke  (borrowed 
from  the  comic  strip  "B.C."),  he's 
making  a  serious  point.  Modem  ana- 
lytic chemistry  is  both  a  blessing  and 
a  curse.  A  blessing,  if  detecting  20 
parts  per  billion  of  aflatoxin  in  a  corn 
shipment  will  make  the  world  safer. 
A  curse,  because  now  you  have  a  grain 
storage  problem  you  didn't  know 
you  had. 

Explains  Marcus:  "The  cold  vapor 
mercury  test  developed  in  the  196ns 
allowed  us  to  find  mercury  at  much 
lower  levels  of  concentration  Once 
we  had  the  test,  chemists  started  find 
ing  mercury  in  places  they  never 
thought  it  appeared.  The  same  with 
volatile  compounds  like  acetones  and 
chloroform.  Once  we  could  test  for 
them  in  the  water  supply 
we  found  that  a  lot  of  wa 
ter  contained  these  big- 
ticket  items." 

Tracking  down  hazard- 
ous pollutants  like  lead, 
chlorides  and  the  like  is 
no  joke  for  companies 
such  as  Chemical  Waste 
Management.  Before  the 
company  accepts  hazard- 
ous waste  for  disposal  it 
must  run  a  series  of  tests 
to  be  sure  that  in  dispos- 
ing of  this  waste  it  meets 
the  Environmental  Pro- 
tection Agency's  increas- 
ingly stringent  regula- 
tions. As  regulators  press 
companies  for  additional 
information  about  trace 
elements    in    their    dis- 


77)<'  "finf>(^pnnl'  for  heroin 
in  leaa  than  1 5  seconds, 
library  match. 

charges,  the  makers  of  analytical  in 
strumcnts  like  Hewlett  Packard  and 
Pcrkin-Elmrr  happily  oblige  by  turn- 
ing out  more  and  more  accurate  tools. 
The  latest  analytical  tools  made 
headlines  in  September  when  they 
blew  the  whistle  on  Canadian  runner 
Ben  Johnson  at  the  Seoul  Olympics. 
The  instrument,  made  by  Hcwlett- 


Gas  chromatofiraph  cil  CJxmUcal  Wd'ite  .\kina^ittic>it 
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Packard,  is  a  gas  chromatograph 
linked  to  another  called  a  mass  spec- 
trometer. In  combination,  these  in- 
struments can  detect  substances 
down  to  one  part  per  billion,  which  is 
equivalent  to  finding  a  teaspoon  of 
sugar  dissolved  in  a  50-meter  Olym- 
pic-size swimming  pool. 

Gas  chromatography  separates  the 
constituent  parts  of  a  sample  to  be 
analyzed.  The  sample  is  vaporized 
and  then  carried  down  a  flexible  tube 
or  column  by  an  inert  gas  like  helium. 
The  compounds  in  the  sample  sepa- 
rate in  the  tube  and  exit  sequentially 
since  each  compound  binds  for  a  long- 
er or  shorter  period  of  time  to  a  mate- 
rial such  as  methyl  silicon  in  the  col- 
umn. Scientists  make  preliminary 
tudgments  on  a  substance's  identity 
based  on  the  time  it  takes  to  move 
through  the  column. 

Identification  of  the  compounds  oc- 
curs when  the  separated  parts  are  frag- 
mented with  a  beam  of  high-energy 
electrons  m  a  mass  spectrometer. 
This  device  shoots  the  charged  frag- 
ments through  an  electrical  or  mag- 
netic field.  Where  a  fragment  comes 
out  depends  on  how  heavy  the  frag- 
ment is.  Think  of  it  this  way.  You're 
going  to  compare  the  weights  of  a 
crumpled  ball  of  paper,  an  apple  and  a 
stone,  all  the  same  diameter,  by  toss- 
ing them  into  a  cross-breeze.  The  one 
that  swerves  the  most  is  the  lightest. 
Many  modem  spectrometers  accom- 
plish this  sorting  process  by,  in  effect, 
weighing  each  fragment  and  dropping 
the  lightest  ones  first. 
Each  molecule  generates  a  charac- 

M,-, n.ri       teristic     pattern.     These 

"fingerprints"  can  be 
matched  with  patterns 
stored  in  a  computer  data- 
base. Along  with  its 
$,S0,000  to  $300,000  sys- 
tems, Hewlett-Packard 
sells  a  standard  library  of 
42,000  such  fingerprints 
as  well  as  the  software  to 
tailor  such  a  library  to  a 
customer's  needs. 

There's  nothing  new 
about  either  gas  chroma- 
tography or  mass  spec- 
trometry. Chromatogra- 
phy, for  instance,  has  been 
around  since  1850,  when 
it  was  used  for  separating 
dyes.  What  is  new  is  the 
astounding  level  of  accu- 
racy that  can  be  achieved 


240 


FORBES,  NOVEMBER  28,  1988 


in  commercially  available  instru- 
mems.  Under  certain  situations 
chemicals  can  be  detected  at  one  part 
per  trillion. 

Measuring  chemicals  at  trace  levels 
is  critical  in  areas  other  than  drug  or 
toxic  waste  detection.  The  study  of 
brain  chemistry,  for  example,  in- 
volves minute  traces  of  many  differ- 
ent kinds  of  so-called  neurotransmit- 
ters, which  carry  messages  across  syn- 
apses. Pharmaceutical  companies 
need  to  isolate  and  analyze  these 
chemicals.  The  petrochemical  indus- 
try uses  gas  chromatography  and 
mass  spectrometry  to  monitor  quality 
control  in  the  blending  of  gasolines. 
And,  of  course,  soapmakers  are  al- 
ways looking  for  new  ways  to  make 
detergents  smell  fresher  and  perfumes 
sexier. 

So  far,  though,  environmental  mon- 
itoring has  tumed  out  to  be  the  big- 
gest market  for  trace  detection. 
Chemical  Waste  Management  will 
double  its  number  of  mass  spectro- 
meters to  around  25  by  the  end  of  next 
year  to  deal  with  upcoming  federal 
guidelines  on  landfills.  "There  are 
more    than    100,000    organic    com- 


pounds," says  James  Serum,  Hewlett- 
Packard's  analytical  group  R&JD  man- 
ager. "The  EPA  asks  for  the  monitor- 
ing of  only  a  few  hundred.  Our 
capability  of  knowing  which  are 
harmful  is  limited.  So  the  demand  is 
for  ever  increasing  sensitivity." 

In  fact,  fewer  than  15%  of  all 
known  organic  compounds  currently 
can  be  identified  by  gas  chromatogra- 
phy/mass  spectrometry.  But  a  new 
technology,  high-performance  liquid 
chromatography,  offers  the  potential 
of  separating  another  50%.  That  is 
because  gas  chromatography  cannot 
separate  and  detect  nonvolatile  and 
high-molecular-weight  compounds, 
such  as  carbamate  insecticides  and 
azo  dyes,  which  are  expected  to  be 
included  in  new  federal  food  safe- 
ty rules. 

Hewlett's  trick — based  on  technol- 
ogy licensed  from  the  Georgia  Insti- 
tute of  Technology — is  to  link  the  liq- 
uid chromatograph  directly  with  the 
mass  spectrometer.  Ordinarily,  these 
instruments  aren't  compatible.  The 
former  spits  out  a  liquid  at  high  pres- 
sure. The  latter  needs  a  gas  at  low 
pressure.  In  the  Hewlett-Packard  sys- 


tem, a  particle  beam  atomizes  the 
sample  and  reduces  the  pressure  at 
the  same  time.  Advances  like  this 
will  make  it  easier  for  the  feds  to 
enforce  laws  forbidding  the  use  of  tox- 
ic compounds  that  have  been  the  sub- 
ject of  legislation  but  were  previously 
unmeasurable.  Parts-per-billion  in- 
strumentation also  adds  a  new  level  of 
severity  to  California's  recently  en- 
acted carcinogen-disclosure  law.  The 
ballot  initiative  mandates  that  com- 
panies with  more  than  ten  employees 
post  signs  warning  of  chemical  use 
they  are  aware  of,  no  matter  how  tiny. 
Not  just  in  California,  but  every- 
where, better  analytical  chemistry 
will  make  it  that  much  easier  for  pro- 
fessional toxic-tort  lawyers  to  bring 
cases  against  chemical  companies. 

"Quality-of-life  issues  are  tied  up 
with  this  technology,"  says  Lawrence 
Cattran,  manager  for  mass  spectrome- 
ter products  with  Hewlett-Packard. 
"There  is  an  increased  interest  in  look- 
ing for  things.  And  more  awareness  of 
how  to  look  for  them." 

In  other  words,  as  fingerprints  are 
added  to  the  database,  more  than  ath- 
letes will  be  on  the  defensive. 


Short  lines 


Things  are  looking  up  for  downhill 
skiers  tired  of  long  lines.  A  few 
years  ago  U.S.  ski  areas  tried  to  solve 
the  problem  by  installing  faster  "de- 
tachable" chair  lifts  that  halve  the 
time  it  takes  to  ride  to  the  summit. 
The  ride  was  shorter,  but  the  lift  line 
wasn't,  because  the  chairs  can't  be 
spaced  as  closely  as  the  regular  fixed- 
grip  kind. 

Now  comes  the  supergondola.  Last 
spring,  California's  June  Mountain  in- 
stalled the  first  such  lift  in 
North  America — a  sleek, 
boxy  20-skier  cab  that 
moves  2,400  people  an 
hour,  or  50%  more  than 
:the  traditional  4-person 
gondolas  found  at  many 
ski  areas.  June  Mountain 
is  using  its  gondola  to  get 
skiers  from  the  parking 
lot  to  the  base  lodge.  The 
new  transport  seems  to  be 
finding  an  audience.  Ver- 
mont's Stratton  Moun- 
tain is  installing  a  12-ski- 
er  gondola  on  its  slopes 
this  winter. 

The  new  supergondolas 
are  not  to  be  confused 
with  trams  that  shuttle 
passengers  everywhere 
from  Val   d'Isere   in   the 


French  Alps  to  New  York's  Roosevelt 
Island.  The  difference:  Trams  use 
only  two  high-capacity  cars  perma- 
nently attached  to  the  cable  that 
hauls  them  back  and  forth  in  opposite 
directions.  Gondolas  travel  on  a  con- 
tinuous cable  loop. 

To  enable  the  June  Mountain  gon- 
dola to  handle  the  heavy  loads.  Lift 
Engineering  Inc.,  of  Carson  City, 
Nev.,  uses  two  haul  cables  instead  of 
the  usual  one.  That  means  using  a 
more  powerful  motor  to  drive  the  ca- 
bles around  two  giant  "bullwheels"  at 
each  gondola  terminal. 


Ste%e  Goldstein 


The  20-person  gondola  at  June  Mountain  ski  area  in  California 
Are  two  bullwheels  better  than  one? 


June  Mountain  was  something  of  a 
triumph  for  tiny  Lift  Engineering  (es- 
timated 1988  sales,  $20  million), 
founded  in  1962  by  Polish  immigrant 
Jan  Kunczynski.  He  went  out  on  his 
own  after  working  as  an  engineer  at 
Pomagalski  S.A.,  the  French  outfit 
that  invented  the  Poma  lift.  Poma- 
galski, which  built  the  Stratton  gon- 
dola, has  built  high-capacity  gondolas 
in  Europe  in  recent  years.  But  Kun- 
czynski was  first  in  the  estimated 
S75-million-a-year  U.S.  market. 

Most  ski  lifts  in  the  U.S.  have  excel- 
lent safety  records.  But  a  few  serious 
accidents  that  occurred 
over  the  last  decade,  along 
with  an  insurance  indus- 
try crisis  a  few  years  ago, 
led  to  a  sharp  decrease  in 
liability  coverage  for  the 
lift  manufacturers.  Lift 
Engineering  can  scarcely 
afford  another  disaster 
like  the  1985  accident  at 
Keystone  Mountain  in 
Colorado  in  which  50  peo- 
ple were  injured,  one  fa- 
tally, when  the  weld  hold- 
ing the  giant  cable  wheel 
in  place  at  the  top  of  the 
hill  broke,  throwing  peo- 
ple from  their  chairs. 
Claims  from  the  accident 
are  still  being  settled. — 
Philip  Glouchevitch 
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Good  advertising  and  public  relations 
cant  do  much  for  a  bad  product — unless 
your  bad  product  is  a  Marxist  dictator. 

The  marketing 
of  a  despot 


Daniel  Ortega  joggin)j  in  Central  Park 

The  aound  track  of  clicking  cameras,  not  machine  guns. 


TIk"  Nt-w  ^  urk  Timt"- 


IN  THE  SUMMER  OF  1983  old  fricnds 
Donald  Casey  and  Darryl  Hunt 
decided  to  go  into  business  for 
themselves.  Casey,  then  47,  gave  up 
his  $63,000-a-year  job  as  an  informa- 
tion officer  at  the  United  Nations  De- 
velopment Program.  Hunt,  then  46, 
quit  his  position  as  an  information 
specialist  w^ith  the  Fund  for  Peace.  A 
city  block  from  Casey's  old  U.N.  of- 
fice, the  two  started  Agendas  Intema- 
tional.  The  industry  they  chose  was 
marketing,  but  this  was  to  be  no  ordi- 
nary marketing  business.  Their  sole 
product  turned  out  to  be  a  foreign 
dictator — and  a  none  too  savory  one. 

That  may  sound  like  a  hard  sell,  but 
Casey  and  Hunt  have  made  it  work. 
Their  client,  Sandinista  caudillo  Dan- 
iel Ortega  Saavedra,  has  closed  news- 
papers and  armed  his  impoverished 
country  to  the  teeth.  Yet  he  has  got- 
ten a  pretty  good  press  here. 

"We  set  out  to  assist  the  Third 
World  in  getting  a  better  deal  in 
America,"  is  the  way  Casey  explains 
his  marketing  mission. 

For  all  the  high-sounding  talk,  Ca- 
sey and  Hunt  have  a  lot  in  common 
with  old-time  Hollywood  press 
agents.  Their  primary  task  is  gaining 
access  to  the  media.  They  think  up 
clever  ways  to  get  Ortega  exposure  on 
terms  favorable  to  the  U.S.'  leading 
editors  and  anchorpeople.  "Our  man 
Ortega  is  a  quick  learner,  and  he  un- 
derstands what  we're  trying  to  do  for 
his  image,"  says  Hunt  approvingly. 

Ortega  listens  to  the  advice.  Ordi- 
narily, Ortega  runs  5  miles  at  dawn, 
near  his  home  in  Managua,  carrying  a 
Soviet-made  Kalashnikov  AK-47  rifle. 
This  IS  good  public  relations  at  home: 
The  iron  he  packs  lets  the  local  folks 
know  he's  not  a  man  to  mess  with. 
His  U.S.  media  advisers  knew  the  jog- 
ging would  play  well  in  the  U.S.  me- 
dia, but  not  the  Kalashnikov.  The 
AK-47  stayed  in  Managua.  With  Orte- 
ga in  New  York  and  ready  to  run  in 
October  1985,  Hunt  and  Casey  tele- 
phoned a  friend  at  the  New  York  Times 
and  invited  the  paper  to  send  a  jour- 
nalist for  an  early  morning  jog  with 
Ortega  in  Central  Park.  The  Times 
sent  over  a  reporter  and  a  photogra- 
pher. Hunt  and  Casey  also  lined  up  a 
television  crew  from  New  York's 
Channel  5.  The  entire  group  ran  5 
miles  that  morning,  to  the  clicking  of 
shutters  and  purr  of  videotape.  Nice, 
healthy,  vigorous  young  man,  that 
Danny  Ortega. 

The  results  were  a  press  agent's 
dreams  come  true.  Casey  recalls:  "We 
figured  the  story,  if  it  got  in  at  all, 
would  be  somewhere  in  the  back  of 
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The  corr^any  that  delivers  to  every  address 
coast  to  coast,  just  added  more  coasts. 


At  UPS,  we're  proud  to  introduce  our  expanded 
service  to  all  of  ^^stern  Europe,  the  Pacific  Rim, 
Australia,  New  Zealand  and  Canada. 

And  we  don't  just  mean  service  to  some  addresses 
m  some  cities,  ^e  mean  delivery  door  to  door  to  every 
single  address  in  every  country  we  serve,*  with  no  sur- 


packages  are  on  their  way.  Our  service  even  includes 
computerized  tracking  that  enables  us  to  give  you 
a  fast  reply  to  your  delivery  inquiry.  Again,  we  do  it  all 
at  no  additional  cost. 

But  what's  truly  remarkable  is  that  because  we're  so 
efficient  we  can  do  all  these  things  while  charging 
you  less  than  other  international  delivery  companies. 


charges  for  out-of-the-way  places 

^'11  see  that  your  UPS  packages,  paks  and  letters  A  fact  we  feel  compelled  to  point  out,  even  if  it 

move  quickly  through  customs  thanks  to  our  Elec-  means  a  litde  flag-waving  of  our  own. 

tronic  Pre- Alert  system  that  informs  officials  that  your  We  run  the  tightest  ship  in  the  shipping  business. 

y  United  Parcel  Service^f  America  Inc.,  1988. *Our  apologies:  we  don't  deliver  to  everyone  m  the  People's  Repubhc  of  China,  ]ust  a  mere  600  miUion  people.  See  Intl.  Air  Service  Guide  for  complete  details. 


ups 


® 


Darnel  Hunt  and  Donald  Casey  of  Agendas  International 
Media  maestroafor  the  mighty  of  Managua. 


Chnsujpllcr  Link- 


next  day's  paper."  The  Times  ran  a 
page  one  story  about  what  Third 
World  leaders  in  New  York  for  U.N. 
meetings  do  with  their  spare  time.  A 
photograph  of  the  jogging-suited  San- 
dinista  was  carried  by  the  wire  ser- 
vices and  subsequently  appeared  over- 
seas. Four  days  later  ABC  ran  a  puffy 
feature  on  Ortega  and  his  run  during 
its  evening  national  news  program. 

Was  Ortega  jailing  his  opponents  at 
home?  Sure,  but  could  a  guy  be  all  bad 
who  got  up  early  in  the  morning  and 
went  jogging? 

Hunt  and  Casey's  Agendas  Interna- 
tional is  only  one  of  the  players  in  the 
multibillion-dollar  world  of  national 
image  doctors,  or  "political  consult- 
ing" as  its  practitioners  call  it.  It  has 
become  quite  a  business:  Estimates 
range  from  $2  billion  to  $5  billion 
annually,  with  a  growing  share  of  that 
coming  from  the  developing  coun- 
tries. David  Morey,  a  political  consul- 
tant who  teaches  a  course  on  interna- 
tional communications  at  Columbia 
University,  estimates  Third  World 
spending  on  image  creation  at  almost 
$1  billion  annually.  That  SI  billion 
would  feed  a  lot  of  hungry  Africans, 
Latins  and  Asians,  but  never  mind; 
the  boss'  image  comes  first.  Who  can 
tell  when  he  may  want  money  or  oth- 
er help  from  the  U.S.? 

Of  course,  not  all  of  the  clients  are 
Marxist  dictators.  Japan  alone  coughs 
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up  more  than  $100  million  annually 
to  polish  Its  image  in  the  U.S.  media. 
Mark  Malloch  Brown,  of  New  York- 
based  Sawyer/Miller  Group,  works  for 
many  Third  World  clients,  including 
the  government  of  Colombia.  Brown's 
goal:  Convince  Americans  that  Virgi- 
lio  Barco  Vargas,  president  of  Colom- 
bia, is  seriously  tackling  Colombia's 
drug  industry,  the  biggest  supplier  of 
cocaine  to  this  country.  Brown  has 
come  up  with  an  advertising  cam- 
paign in  three  major  U.S.  newspapers 
highlighting  the  fact  that  1,300  Co- 
lombian policemen  have  died  since 
1984    at    the    hands    of   drug    lords. 

Among  the  other  big  spenders  for 
political  consultants,  says  TRW  Inc. 
Vice  President  Pat  Choate  (who  is 
writing  a  book  on  foreign  lobbyists), 
are  Taiwan,  South  Korea,  Israel,  Paki- 
stan, Saudi  Arabia  and  Mexico. 

When  it  comes  to  political  face- 
lifts, however,  few  people  have  per- 
formed miracles  like  Ortega-mouth- 
pieces Casey  and  Hunt.  They  under- 
stand the  media  and  know  how  to 
manipulate  it.  "We  know  that  to  em- 
phasize an  event  you've  got  to  think 
of  the  pictorial  possibilities,"  Hunt 
says.  With  photo  opportunities  con- 
stantly in  mind,  the  publicists  coach 
visiting  Sandinistas  to  look  trim. 
Aware  of  the  American  media's  dis- 
like of  military  rulers,  the  Marxist 
commanders  wear  civilian  clothing 


and  leave  their  fatigues  at  home. 

Casey  and  Hunt  say  they  try  to  cre- 
ate at  least  one  major  media  event 
whenever  top  Nicaraguan  officials 
visit  the  U.S.  A  couple  of  years  ago, 
for  example,  Nicaraguan  Vice  Presi- 
dent Sergio  Ramirez  went  with  Casey 
to  meet  NBC's  Tom  Brokaw  for  a 
background  chat.  As  Brokaw  and  the 
Sandinista  chatted,  then  Attorney 
General  Edwin  Meese  came  on  the  air 
with  some  revelations  about  the  Iran- 
contra  affair. 

Brokaw  asked  Ramirez  for  an  on- 
the-spot  interview,  which  Ramirez, 
fluent  in  English,  happily  granted.  It 
was  the  perfect  deal.  NBC  had  a 
scoop,  the  Sandinistas  got  free  air 
time  to  rebut  the  Administration,  and 
Hunt  and  Casey  assured  themselves 
of  more  access  at  NBC  News.  So 
thrilled  was  Brokaw  that  he  invited 
Ramirez  to  appear  on  a  special  pro- 
gram on  the  Iran-contra  imbroglio  lat- 
er that  evening. 

To  assist  in  the  Sandinistas'  use  of 
staged  publicity  to  put  pressure  on  the 
U.S.  government,  Casey  and  Hunt  de- 
cided that  Ortega  should  address  the 
Young  Presidents'  Organization  in 
September  1987.  They  apparently 
hoped  to  build  pressure  to  end  the 
Reagan  Administration's  ban  on  U.S. 
trade  with  Nicaragua.  For  the  speech, 
Ortega  donned  a  natty  dark  blue  suit, 
and  promised  the  businessmen  that 
new  private  enterprises  would  not  be 
nationalized  or  harassed.  Ten  months 
later,  when  the  Sandinistas  seized  the 
country's  largest  sugar  refinery,  the 
promise  didn't  seem  worth  the  air  it 
was  launched  into. 

When  Representative  Jack  Kemp 
(R-N.Y.)  recently  proposed  giving  the 
contras  $57  million  in  aid,  for  exam- 
ple, Sandinista  advisers  Casey  and 
Hunt  told  Ortega  that  the  proposal 
had  no  chance  of  passing.  This  was 
welcome  news  to  Ortega,  who  was 
pressing  ahead  with  cracking  down  on 
domestic  dissenters  and  jailing  politi- 
cal opponents. 

Right  now  Casey  and  Hunt  have  a 
bit  of  a  problem.  President  Reagan 
recently  restricted  the  Sandinistas' 
access  to  U.S.  visas.  Now  Ortega  and 
his  cadres  can  visit  the  country  only 
on  U.N.  or  other  multilateral  organi- 
zation business.  This  may  make  it  a 
bit  harder  for  Ortega's  press  agents  to 
stage  their  media  events.  But  only  a 
bit  harder. 

"We  take  a  very  strategic  approach 
to  the  media,"  Hunt  says.  "We  want 
to  break  the  headlock  that  the  Admin- 
istration has  on  his  [Ortega's]  image 
in  the  U.S."  If  that  entails  a  httle 
creative  manipulation  of  the  press, 
well,  marketing  is  marketing.  ■ 
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TAP  THE  POWER 

THAT  BUYS 

Want  to  reach  one  of  the  fastest  growing  busi- 
ness market  segments?  Look  to  lawyers.  Since 
1970  their  numbers  have  doubled.  Today 
700,000  lawyers  spend  over  $6  billion  per  year 
on  computers,  software,  phone  systems,  fax 
machines,  financial  and  investment  services, 
insurance,  and  all  manner  of  business  products 
and  services. 
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As  partners,  associates  and  solo  practitioners, 
lawyers  make  the  business  buying  decisions 
for  their  firms.  After  all,  the  partnership 
structure  makes  them  business  owners.  It's 
their  money — and  they  are  businesspeople 
who  look  to  the  bottom  line. 

Lawyers  also  consult  on  every  type  of  major 
business  transaction,  influencing  the  buying 
decisions  of  the  clients  they  serve. 

You  can  tap  this  buying  power  with  one 
source:  ABA  JOURNAL,  The  Lawyer's  Maga- 
zine. Over  half  the  nation's  lawyers  are  ABA 
JOURNAL  subscribers. 

Call  or  write  today  for  your  free  ABA  JOUR- 
NAL study  on  lawyers"  buying  patterns  and  in- 
fluence. Ask  for  our  Associate  Publisher  at 
312-988-5993.  You'll  discover  a  market  seg- 
ment too  powerful  and  lucrative  to  ignore. 

jeURNAL 

THE  LAWYER'S  MAGAZINE 


D  Please  send  me  infonnation  about  the  ABA  JOURNAL. 
D  Please  Have  a  Sales  Representative  contact  me. 

Name: 


Title:  

Company: 
Address:  _ 
Citv:  


.  State: 


.Zip: 


Telephone: . 


MAIL  TO:  .\BA  JOURNAL 

Don  Oppenheim,  Associate  Publisher 

7.50  N.  Lake  Shore  Drive,  Chicago,  II  60611 
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Educated  outlook. 

While  the  other  newsmagazines  are  latest  in  health,  electronics  and 

chasing  the  stars,  U.S.News  pursues  travel,  U.S.News  gives  you  more  of 

subjects  that  are  more  down  to  earth,  the  news  you  can  use.  To  place  your 

From  guidance  on  how  to  get  into  ad  in  a  more  learned  environment, 

the  best  colleges  to  advice  on  the  advance  to  U.S.News. 
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News  you  can  use. 
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Profit  by  the  square  foot 

CITRUS  Hill's  frozen  orange  juice 
cans  are  now  shorter  and  stubbier 
than  they  were  12  months  ago.  That 
means  more  room  in  the  supermarket 
freezer  for  Citrus  Hill  orange  juice  and 
other  companies'  products.  Crisco 
and  Puritan  cooking  oils  have  new, 
sleeker  bottles. 

Procter  &  Gamble  made  those  cost- 
ly design  changes  to  help  reduce  retail 
handling  costs.  Once  the  retailers 
were  relatively  passive,  as  the 
food  manufacturers  brought  out 
new  products  and  new  packag- 
ing and  demanded  shelf  space. 
But  now  computers  and  scan- 
ners are  giving  the  chains  a 
valuable  marketing  tool  that  en- 
ables them  to  measure  shelf 
space  profitability  on  an  item- 
by-item  or  category  basis.  Says 
Thomas  Wilson  Jr.,  a  senior 
partner  at  McKinsey  &  Co.: 
"What  it's  all  about  is  shelf 
management." 

Today  more  and  more  large 
supermarkets  are  able  to  pin- 
point the  real  bottom  line  on 
each  product.  Before,  they  had 
only  a  general  idea.  This  means 
if  shampoo  is  more  profitable 
than  bottled  water,  you  are  like- 
ly to  see  more  of  the  former  closer  to 
the  front  of  the  store. 

It  is  possible  to  measure  that  prod- 
uct performance  and  make  marketing 
decisions  on  the  basis  of  those  mea- 
surements only  because  of  a  retailing 
accounting  formula,  and  the  software 
to  handle  it,  that  the  industry  calls 
Direct  Product  Profit.  Created  in  the 
1960s  by  McKinsey  &  Co.,  DPP  soft- 
ware is  now  written  by  companies 
such  as  Sage  Worldwide  Inc.  in  New 
York  City  and  Logistics  Data  Sys- 
tems, Inc.  in  Dallas.  It  allows  super- 
markets to  include  such  factors  as 
warehousing,  shipping  and  general  la- 
bor costs  before  calculating  profits  on 
an  item-by-item  basis. 

Prior  to  DPP,  stores  did  without 
such  precision.  Traditionally  the  food 
retailers  measured  gross  margins  by 
subtracting  their  wholesale  price 
from  their  retail  selling  price.  Today 
DPP  enables  the  stores  to  look  at  two 
similar  products  from  different  manu- 
facturers and  decide  which  one  to 
stock,  or  which  one  to  stock  in  greater 
numbers,  on  the  basis  of  which  one 
makes  more  money.  Hence  the  design 
changes  for  the  P&.G  products  men- 
tioned above.  By  taking  up  less  shelf 
space,  they  bear  lower  overhead  costs, 
and  that  raises  their  DPP  number. 

"The  old  rules  demanded  that  you 
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get  as  much  space  for  your  product  as 
possible,"  says  Bruce  Peters,  a  P&G 
executive.  "It  doesn't  work  that  way 
anymore.  Space  is  money.  Your  prod- 
ucts have  to  perform  the  best  in  that 
space;  otherwise,  there  is  no  reason  to 
carry  them." 

There  have  been  surprises.  A  study 
done  of  one  supermarket  chain  by 
Sage  found  that  while  sugar  generates 
$6.84  in  gross  profit  per  square  foot  of 
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space,  the  chain  actually  lost  $3.44 
per  square  foot  when  it  calculated  its 
net  profit  on  sugar.  Cigarettes  sold  by 
the  package  generated  gross  profits  of 
$40  per  linear  foot;  the  retailer  was 
losing  $1.15  when  handling,  labor  and 
other  costs  were  figured  in.  "It's  the 
size  of  the  package,  how  much  space 
the  product  gets  on  the  shelf,  where 
it's  placed  on  the  shelf,"  says  Spencer 
Hapoienu,  managing  director  of  Sage. 
Why  is  this  a  big  issue?  Because  the 
average  supermarket  stocks  roughly 


24,500  items  today,  more  than  twice 
as  many  as  in  1978.  Last  year  there 
were  12,000  new  items  offered  to  su- 
permarket and  drugstore  chains. 
That's  ten  times  the  number  intro- 
duced only  a  decade  ago.  The  explo- 
sion of  new  products  alone  is  making 
precise  profit  figures  indispensable. 
Retailers  have  found  themselves  in 
the  business  of  managing  increasingly 
valuable  in-store  real  estate  to  an  ex- 
tent they  had  never  imagined.  Their 
customers  want  one-stop  shopping, 
which  can  mean  putting  in  a  deli, 
bakery,  salad  bar,  flower  stand, 
even  videotape  department. 
That  can  mean  stocking  fewer 
brands  of  com  flakes  or  soft 
drinks  to  make  room  for  potted 
chrysanthemums  and  three  va- 
rieties of  croissants. 

"Retailers  are  constantly  ask- 
ing whether  each  category 
needs  as  much  space  as  it's  got," 
says  Hapoienu.  "Are  the  sizes 
too  large?  Can  I  make  more 
money  with  something  else?" 

"In  the  grocery  business  the 
average  company  makes  only 
1%;  we're  doing  around  2%  to 
2.5%,"  adds  Hugh  Smith,  a 
manager  at  Hannaford  Brothers, 
owner  of  75  supermarkets  in  the 
Northeast.  "DPP  is  a  very  effec- 
tive tool,  although  it  is  just  one 
of  the  reasons  for  the  increases." 

Of  course,  supermarkets  cannot 
dump  staples  like  coffee,  bread  and 
milk  just  because  their  profit  per 
square  foot  doesn't  measure  up  to  that 
of  the  gourmet  pickles  or  the  fresh 
croissants.  A  food  store  is  a  mix  of 
products — no  milk,  and  your  custom- 
er leaves. 

But  maybe  you  can  stock  fewer 
brands  of  coffee  to  make  room  for 
crunchy  cookies  and  end  up  with  a 
much  nicer  bottom  line. — J.A.T. 
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"Call  it  a  reawakening" 

A  RECENT  PRINT  AD  Campaign  for  US 
Sprint,  the  long-distance  phone 
service,  communicates  instantly  by 
startling  the  reader. 

"RE  EM  ER  YO  R  L  ST  BAD 
L  NG  D  STAN  E  CA  L?" 
shouts  the  headline  in  bold  print.  The 
implicit  message  leaps  off  the  page: 
Sprint  has  superior  sound  quality. 
You  can  hear  the  static  in  the  compe- 
tition's lousy  connection  because  the 
type  has  been  used  so  cleverly. 

Would  the  same  thing  have  come 
across  as  effectively  using  the  famil- 
iar, standard  headline  and  body  copy 
format  with  a  block  of  type  to  de- 
scribe how  irritating  it  is  to  have  a 


terrible  phone  connection?  Not  like- 
ly. And  besides  being  an  eye-catcher, 
the  missing  letters  in  the  Sprint  head- 
line add  something  special.  "Since 
type  is  relatively  quiet,  we  said,  'How 
can  we  do  it  so  you  actually  hear  the 
ad?'  "  says  lim  Sanderson,  group  cre- 
ative director  at  J.  Walter  Thompson 
in  San  Francisco.  "You're  not  just  us- 
ing the  eyes  and  the  brain,  but  you're 
pulling  the  ears  into  the  process." 

Sanderson  is  just  one  of  a  troop  of 
eager  creative  directors  at  agencies 
across  the  country  who  are  once  again 
using  arresting  typography  to  push 
their  clients'  products  through  the 
clutter    in    today's    magazines    and 
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You  can  hear  the  static. 


newspapers.  It  is  an  advertising  tool 
that  was  extremely  popular  in  the  late 
1950s  and  early  1960s,  before  sophis- 
ticated television  campaigns  took 
much  of  the  visual  thunder  out  of 
print  ads.  You  may  remember  the  old 
magazine  campaign  for  Allerest,  the 
allergy  medication.  "You  don't  have  a 
cold!"  read  the  first  line  in  clean  type. 
"I  dode  hab  a  code?"  read  the  second 
in  fat,  bold  type.  "You  have  an  aller- 
gy!" read  the  third,  followed  by  "I  hab 
an  allergee?"  With  four  lines  of  effec- 
tive typography,  Allerest's  agency,  Pa- 
pert,  Koenig,  Lois,  grabbed  readers,  al- 
most by  their  noses,  and  forced  them 
into  the  ad. 

Between  the  mid-1960s  and  the 
mid- 1980s,  though,  typography  as  a 
popular  ad  tool  languished  from  ne- 
glect as  art  directors  switched  cre- 
ative gears  to  concentrate  on  televi- 
sion. "They  became  imagists  on  tv, 
but  they  didn't  know  how  to  put  pen- 
cil to  paper,"  says  George  Lois,  chair- 
man and  creative  director  at  New 
York's  Lois  Pitts  Gershon  Pon/GGK. 
A  member  of  the  Art  Directors  Club 
Hall  of  Fame>  Lois  and  other  design- 
•ers — the  late  Herb  Lubalin,  Lou 
Dorfsman,  formerly  with  CBS,  and 
Gene  Federico  of  Lord,  Geller,  Feder- 
ico,  Einstein — helped  change  the  way 
typography  was  used  in  advertising  in 
the  1950s  and  1960s. 

Now  that  old  sense  of  adventure 
seems  to  be-  returning.  Lackawanna 
Leather  in  Conover,  N.C.,  for  exam- 
ple, uses  typography  to  encourage 
consumers  to  imagine  the  luxurious 
feel  of  its  Quintessence  leather. 

In  a  colorful  print  ad  created  by  Dan 
Leimon  of  Lennon  &  Associates  in 
Los  Angeles,  Quintessence  is  de- 
scribed as  "A  leather  so  soft,  it  is 
nearly  liquid  to  the  touch.  Yielding. 
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A  Peugeot  print  ad  from  HDM  Neu-  York 
"People  see  faster  than  they  read." 


Vie  new  Quintesset^ce  print  ad 
Creating  the  flow  of  leather. 


Fluid  and  soothing."  Straight  type 
wasn't  enough  to  convey  the  feeling 
of  the  product.  Rather,  the  type  rolls 
up  and  down  on  a  background  of  the 
leather.  "What  we  wanted  to  do  was 
to  give  somebody  the  feel  for  the 
flow,"  says  Lennon. 

Look,  also,  at  how  Peugeot  commu- 
nicates that  its  cars  have  great  shock 
absorber  systems.  Mark  Hughes,  cre- 
ative director  at  HDM  New  York,  pre- 
sents a  Peugeot  driving  over  a  head- 
line of  bumpy  type.  This  creates  a 
sense  of  tension  in  the  ad  that  should 
get  people  to  stop  and  look — some- 
thing that  couldn't  have  been 
achieved  with  straight  lines  of  type. 
"People  see  faster  than  they  read," 
says  Hughes.  "There's  a  certain  emo- 
tional value  to  seeing  a  line  do  exactly 
what  you're  saying." 

To  emphasize  the  effect  Clairol's 


Condition  Spritz  has  on  hair,  Paul 
Hodges  of  Laurence,  Charles,  Free  &l 
Lawson  has  outlined  the  profile  of  a 
woman's  head  and  billowing  hair 
with  type.  The  flowing  headline: 
"New  Condition  Spritz.  It's  time  to 
shine!"  Hodges  rejected  the  basic 
headline  and  picture  approach  be- 
cause it  lacked  the  oomph  he  got  by 
manipulating  the  type.  "By  bending 
the  type  around  her  head  and  hair,  it 
seemed  to  give  her  a  more  spirited 
look,"  says  Hodges. 

Old  stuff?  Sure,  but  Madison  Ave- 
nue is  constantly  rediscovering  itself. 
Effective  advertising  techniques  rare- 
ly go  out  of  style.  In  fashion  it  is  much 
the  same:  Wait  long  enough  and  ev- 
erything becomes  trendy  again. 

"Don't  call  it  a  trend,"  says  creative 
director  George  Lois.  "Call  it  a 
reawakening." — Neal  Santelmann 
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1988  Forbes  Fall  Annual  Report  Advertising  Section 


The  companies  whose  advertising  appears  on  the 
following  pages  want  you  to  know  more  about  their 
investment  potential  by  making  their  annual 
reports  available  FREE  to  Forbes'  readers.  You  are 
under  no  obligation.  Simply  circle  the  numbers 
of  the  companies  that  interest  you  on  the  postpaid 
reply  cards  provided.  Forbes  will  forward  your 
requests  directly  to  the  companies,  and  they  will 
send  you  their  reports.  This  is  a  simple  way  to 
learn  about  enormous  investment  potential. 
Please  allow  a  few  weeks  time  for  processing. 


Alaska  Apollo  Gold 
Mines  Limited 


ALASKA  APOLLO  GOLD  MINES 
(NASDAQ  symbol:  APLOF)  will  soon 
be  one  of  the  lowest  cost,  major  gold 
producers  in  North  America. 

The  200-ton-per-day  Shumagin  Mine 
m  Alaska  should  produce  an  ounce  of 
gold  for  only  $130— after  credit  for  sil- 
ver values.  Production  should  be  33,012 
ounces  of  gold  and  86,450  ounces  of 
silver  annually. 

Actively  traded  shares  are  widely  held  in  50  states  and  eight 
foreign  countries. 
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Avino  Mines  & 
Resources  Limited 

Avino  Mines  &  Resources  Limited  is  an 
international  resource  company  produc- 
ing silver,  gold,  copper  and  lead.  The 
company  owns  49%  of  the  shares  of  Cia 
Minera  Mcxicana  de  Avino  S.A.  de 
C.V.,  operator  of  the  Avino  silver  and 
gold  mine  near  Durango,  Mcxjco.  Avino 
IS  also  involved  in  gold  exploration  with 
properties  in  southern  British  Colum- 
bia, including  the  former  producing 
Minto  Gold  Mine  near  GoliI  Bridge.  Avino's  shares  trade  on  the 
U.S.  NASDAQ  system  and      •   Vancouver  Stock  Exchange. 


Amwest  Insurance 
Group,  Inc. 


per   share,    compared   with 
for   1986.  Return  on  equity 
21.0%  in  1986. 

Direct  written  premiums 
1988  increased  27%,  to  $16.4 
Net  income  increased  23% 
compared  with  $1.3  million 

Amwest  has  achieved  a 
return      on      equity      has 

(AMEX:  AMW) 


Amwest  is  a  highly  successfi 
underwriter  of  specialty  suret 
bonds.  We  are  licensed  in 
states,  the  District  of  Columbi 
and  Guam.  Amwest's  27  branc 
offices  provide  fast  and  efficier 
service  to  our  agents  and  cu; 
tomers.  We  offer  a  wide  variet 
of  surety  bonds,  focusing  o 
the  specialty  segment  of  th 
market.  Amwest  was  the  larj 
est  surety  company  in  Califoi 
ma  in  1987. 

Direct  written  premiums  fc 
1987  increased  41%  to  $27. 
million,  from  $19.3  million  i 
1986.  Net  income  increase 
33%  to  $2.8  million,  or  $1.4 
$2.1  million,  or  $1.05  per  share 
increased  to  23.1%   in   1987  fror 

for  the  six  months  ended  June  3( 
million,  from  $12.9  million  in  198/ 
to  $1.7  million  or  $.79  per  shan 
or  $.68  per  share  for  1987. 
five  year  growth  rate  of  35%,  an 
exceeded      20%       since       1982 
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Birmingham  Steel 
Corporation 


Pursuing  an  aggressive  strategy  of  ac- 
quiring, restructuring  and  renovating 
undervalued  steel-producing  assets,  Bir- 
mingham Steel  Corporation  has  become 
the  nation's  fastest-growing  steel  com- 
pany. Since  1984,  it  has  acquired  six 
mini-mills,  strategically  located  across 
the  U.S.,  with  capacity  to  produce  1.6 
million  tons  of  steel.  In  1988,  net  in- 
come rose  110%  to  $25  million  on  a 
59%  increase  in  sales  to  $344  million. 
NYSE  Symbol:  BIR. 


Dycom  Industries,  Inc. 


Dycom  Industries,  Inc.,  a  leading  tele- 
communications and  utility  service 
company  specializing  in  fiber  optic  in- 
stallation, electrical  maintenance,  and 
utihty  locating,  had  a  75%  increase  in 
revenues  and  a  52%  increase  in  net 
income  in  1987/88.  Dycom's  continued 
expansion  into  utility  service  and  the 
development  of  new  fiber  optic  indus- 
tries underlies  the  company's  growth 
philosophy.  Dycom  is  headquartered  in 

West  Palm  Beach,  Florida,  with  offices  nationwide  serving  34 

states. 
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CMS  Enhancements, 
Inc. 

NASDAQ:  ACMS 

The  Company  is  a  global  producer  of 
mass  data  storage  devices  and  accesso- 
ries for  most  brands  of  personal  and 
portable  computers.  Its  products  are 
sold  through  distributors  and  dealers  in 
39  nations.  Formed  in  1983  with  a 
$12,000  investment,  CMS  Enhance- 
ments completed  its  fifth  year  with  a 
record  $151.5  miUion  in  sales.  Net  in- 
come increased  48%  and  per-share  earnings  were  up  45%  over  the 
previous  year. 


Exor  Data  Inc. 

Exor  Data  Inc.  develops  microcomputer 
systems  for  business  and  technical  us- 
ers worldwide.  Exor  has  developed 
unique  marketing  connections  in  East- 
em  Etuope  and  the  United  Kingdom. 
Coupled  with  existing  North  American 
markets  in  the  business  and  technical 
sectors,  Exor  promises  an  unusually 
steep  development  ramp.  Exor  is  the 
first  company  to  offer  software  products 
and  a  keyboard  using  the  Cyrillic  alpha- 
bet. Exor  owns  Essential  Solutions,  the  first  truly  integrated  office 
software  system  for  microcomputers.  Known  as  "the  MIS  depart- 
ment in  a  box."  Exor  is  looking  to  expand  its  existing  network  of 
dealers  and  distributors  in  a  comprehensive  marketing  q 

plan,  including  the  Eastern  European  development. 


Coral  Gold  Corporation 

Coral  Gold  Corporation  explores  and 
develops  gold  properties  in  western 
North  America.  The  Robertson  Proper- 
ty, an  open-pit,  heap  leach  gold  project 
under  development  on  Nevada's  Battle 
Mountain  gold  trend,  is  slated  for  com- 
mercial production  in  1988.  The  Com- 
pany holds  an  additional  33,800  acres  of 
mineral  claims  in  the  Carlin/Battle 
Mountain  region  of  Nevada.  Coral's 
shares  trade  on  the  U.S.  NASDAQ  sys- 
tem (CGLDF)  and  Vancouver  Stock  Exchange  (CLH.V). 


General  Instrument 
Corporation 


General  Instrument  is  a  leading,  inter- 
national electronics  company  that  man- 
ufactures and  markets  a  wide  array  of 
products  and  systems  for  industry  and 
government.  It  is  the  industry  leader  in 
cable  television  electronics,  coaxial  ca- 
ble and  satellite  encryption  systems, 
and  develops  and  markets  special  elec- 
tronic systems  for  defense  applications. 
The  Company's  primary  strategies  are 
directed  toward  commimications  systems.  It  is  listed  on  the  New 
York,  Midwest,  Pacific  and  London  stock  exchanges. 
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Diversco,  inc. 


A  top  100  Business  Week  rated  compa- 
ny (43rd),  Diversco  provides  supervised 
skilled  and  unskilled  labor  to  the  Indus- 
trial, Commercial  and  Institutional 
markets.  Services  include  basic  cleaning 
fimctions,  multicraft  labor  and  labor 
and  supervision  for  security  guards  and 
background  investigations. 

The  past  5  years,  revenue  increased 
67%  and  profits  over  600%. 
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GLENFED,  Inc. 


Revenue 

Profits 

EPS 


FY  87 
$32,400,000 
$762,000 
$  .52 


FY  88 
$34,200,000 
1,005,000 
.73 


%  chg 

-1-32% 
+  32 


FY  89  %  chg 
£$39,000,000 

E     1,300,000  -h30% 

E  .91  +25 


•Adjusted  to  FY  88  IPO  shares.    E.  Estimated. 


GLENFED,  Inc.,  with  assets  of  $23.7 
Billion,  is  a  diversified  financial  and  real 
estate  services  corporation,  and  is  the 
parent  company  of  Glendale  Federal 
Savings  and  Loan,  the  nation's  fifth 
largest  savings  and  loan,  with  224 
branch  offices  in  California  and  Florida. 
Glendale  Federal  also  operates  subsid- 
iaries in  9  states  engaged  in  commercial 
lending,  mortgage  banking,  title  and 
general  insmance  agency  activities,  real 

estate   investment   and   development,    and   discount    securities 

brokerage. 
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Halley  Resources  Ltd. 

The  business  of  the  Company  is  to  ex- 
plore and  develop  gold  projects  in  Cana- 
da and  the  United  States.  It  is  Halley's 
corporate  plan  to  continue  the  explora- 
tion and  development  of  present  proj- 
ects by  utilizing  current  cash  explora- 
tion resources  of  $4,000,000  and  by 
seeking  out  new  joint  venture  partners, 
and  to  aggressively  pursue  acquisitions 
of  gold  properties  that  are  near,  or  in,  a 
production  phase. 
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Knape  &  Vogt 
Manufacturing  Company] 

1988  sales  broke  the  $100  million  mark,] 
a  19.6%  increase  over  last  year,  and  are! 
projected  to  increase  at  the  same  rate  in  I 
1989.  The  strong  increases  are  attribut-l 
able  to  the  emphasis  placed  on  new! 
product  development  and  acquisition) 
over  the  last  three  years. 
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Health  images,  Inc. 


Health  Images,  Inc.  is  the  nation's  lead- 
ing provider  of  fixed-site  outpatient 
magnetic  resonance  imaging  ("MRI") 
services.  Physicians  are  increasingly  re- 
questing this  procedure  to  diagnose  a 
variety  of  illnesses.  In  1987,  revenues 
increased  189%,  to  $14,478,000,  and  the 
Company  achieved  operating  profitabili- 
ty and  a  positive  cash  flow. 

Presently     operating     13     clinics, 
Health  Images  has  4  new  clinics  imder 

construction  and  also  operates  an  expanding  diagnostic  imaging 

equipment  maintenance  service. 
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Levon  Resources  Ltd. 


Levon  Resources  Ltd.  explores  and  de- 
velops precious  metals  properties  in 
Canada  and  the  United  States,  with  two 
gold  projects  scheduled  for  startup  with- 
in a  year.  The  Congress  property  in 
British  Columbia  is  a  lode  gold  project 
where  recent  high  grade  discoveries 
have  led  to  a  projected  1989  startup.  At 
the  Carbonate  Hill  open-pit  gold  project 
in  Colorado,  permitting  is  imderway  for 
production  in  1989  as  well. 
Levon's  shares  trade  on  the  Toronto  (LVN.T)  and  Vancouver 

(LVN.V)    stock    exchanges    and    the    U.S.    NASDAQ    system 

(LVNVF). 
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HEALTHSOUTH 

Rehabilitation 

Corporation 


to  work 


Getting  people  back 
to  play  ...  to  living   .  .  . 

HEALTHSOUTH 's  expanding  nation- 
al rehabilitation  network  of  inpatient, 
outpatient  and  equipment  centers  has 
helped  more  than  45,000  patients,  in  39 
locations.  HEALTHSOUTH  specializes 
in  medical  rehabilitation:  acute  and 
long-term  brain  and  spinal  cord  rehabilitation,  work  hardening 
and  sports  medicine,  among  others.  HEALTHSOUTH's  1987  reve- 
nues increased  162%;  income  increased  378%;  earnings  per  share 
increased  207%. 


NASDAQ/  NMS;  HSRC 
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Lomas  Financial 
Corporation 

Lomas  Financial  Corporation  is  a  diver- 
sified financial  services  firm  based  in 
Dallas.  Traded  on  the  NYSE,  Lomas  is 
engaged  in  mortgage  banking,  commer- 
cial leasing,  retail  banking,  life  insur- 
ance, short-term  real  estate  lending  and 
real  estate  development.  It  also  provides 
investment-advisory  and  mortgage-orig- 
ination services  to  three  affiliated  NYSE 
companies  and  other  institutional  in- 
vestors. For  more  information  about  its  array  of  financial  products 
and  services  please  call  1-800-52  LOMAS. 
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Integra  Systems  Inc. 


Integra  Systems  Inc.  (NASDAQ:  ISIIF)  is 
an  industry  leader  in  the  development 
of  transaction  processing  products  for 
the  retail,  health  care  and  financial  in- 
dustries. Over  10,000  of  Integra's  point- 
of-sale  terminals  have  been  installed  in 
video  movie  rental  outlets  throughout 
North  America.  Unique  electronic  solu- 
tions have  also  been  supplied  to  super- 
markets and  financial  institutions. 
Integra   has   predicted   $15    million   in 

sales  for  the  year  ending  March  1989;  the  first  quarter  yielded 

$4.5  million  in  sales  and  EPS  of  $0.14. 
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Magic  Circle 
Energy  Corporation 

Magic  Circle  Energy  Corporation 
(NASDAQ:  MCEN)  has  positioned  itself 
for  dynamic  growth  into  the  I990's.  Re- 
cent acquisitions  foretell  a  bright  future 
for  this  aggressive,  debt-free  oil  and  gas 
exploration  and  development  company. 
The  Winner's  Circle  tells  pur  remark- 
able tumaroimd  story,  details  our  63% 
return  on  equity  in  '87  and  highlights  a  , 
winning  management  team's  strategies 


for  future  success  and  continued  strong  growth. 
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Masco  Corporation 


"A  Unique  Consumer  Products 
Growth  Company" 

Masco  Corporation,  a  unique 
growth  company  with  leader- 
ship market  positions,  has  re- 
ported 31  consecutive  years  of 
earnings  increases.  Sales  and 
earnings  during  this  period  have 
increased  at  average  annual 
compound  rates  of  approximate- 
ly 20  percent. 

Masco  manufactures  Building 
and  Home  Improvement  Prod- 
ucts and  Home  Furnishings  and 
Other  Specialty  Consumer 
Products. 

Send  for  our  1987  Annual  Re- 
port to  leam  why,  we  believe, 
Masco's  earnings  will  continue  to  grow  at  an  average  armual  rate 
of  15  to  20  percent  annually  over  the  next  five  years,  with  our 
sales  in  1992  approaching  or  exceeding  $3  billion. 
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Oppenheimer  Capital, 
LP. 


Oppenheimer  Capital,  L.P.  is  a  publicly 
traded  master  hmited  partnership  hold- 
ing a  32.3%  general  partnership  interest 
in  Oppenheimer  Capital,  the  nation's 
sixth  largest  independent  investment 
management  firm. 

The  Partnership's  first  aimual  report 
describes  the  operations  of  the  Partner- 
ship and  Oppenheimer  Capital.  The 
Partnership  will  pay  a  minimum  annual 
distribution  to  unitholders  for  fiscal  1988  through  1990  of  $1.35 
per  unit  or  until  $4.05  per  unit  is  distributed  for  the  period. 
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Overseas  Shipholding 
Group,  Inc. 


OSG,  one  of  the  world's  largest  bulk 
shipping  companies,  is  engaged  in  the 
ocean  transportation  of  liquid  and  dry 
bulk  conmiodities  in  both  the  U.S.  and 
worldwide  markets.  It  owns  and  oper- 
ates a  fleet  of  61  vessels,  aggregating  5.6 
milhon  deadweight  tons  (dwt),  and  has 
on  order  12  newbuil dings,  totaling  1.3 
million  dwt.  OSG's  strong  financial 
condition,  its  growth  record,  and  the 
prospects  for  the  bulk  shipping  markets  are  detailed  in  the 
Company's  1987  Annual  Report.  (NYSE,  PSE:  OSG) 
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Masco  Industries 


"A   Unique  Industrial  Growth 
Company" 

Masco  Industries  is  a  technol- 
ogy-based company  whose  cor- 
porate objective  is  to  achieve 
above-average  growth  by  utiliz- 
ing our  design,  engineering  and 
manufacturing  skills  to  develop 
innovative  processes  and  prod- 
ucts for  an  expanding  number 
of  markets. 

As  we  strive  to  accomphsh 
our  objective  of  increasing  earn- 
ings per  common  share  over  the 
next  five  years,  on  average,  at 
least  20-25  percent  aimually, 
we  believe  we  will  demonstrate 
that  we  are  a  xmique  industrial 
growth  company. 
Masco  Industries  manufactures  custom-engineered  and  special- 
ty products  for  commercial  and  industrial  customers. 


PSN  Communications, 
Inc. 

PSN  Communications,  Inc.  is  proud  to 
announce  the  coming  of  Today's  Inves- 
tor, which  will  soon  become  the  flagship 
publication  of  the  company.  PSN  also 
publishes  a  West  German  edition.  Wall 
Street  Junior.  Other  stock  market  related 
products  include  the  books  Penny  Stocks: 
How  to  Profit  with  Low-Priced  Stocks 
and  The  Option  Advantage. 
The  company  is  also  exploring  elec- 
tronic transmission  of  market  data  to  European  investors  and 
the  pubhcation  of  other  European  and  Asian  editions  of  Today's 
Investor. 

PSN  Communications,  Inc.  is  now  listed  on  the  Phila-  24 

delphia  Stock  Exchange  under  the  symbol  PSNX. 
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Parker  Hannifin 
Corporation 

Parker  Hannifin  is  a  world-class  manu- 
facturer of  motion  control  products  and 
systems.  As  detailed  in  its  1988  Armual 
Report,  Parker  had  record  sales,  net 
earnings,  earnings  per  share  and  back- 
log. For  the  year  ended  June  30,  Parker's 
sales  were  $2.25  billion,  up  15.7  per- 
cent, with  net  income  $106.5  milhon, 
up  26.2  percent,  with  earnings  per  share 
of  $2.20. 
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Public  Service  Company 
of  New  Mexico 

Public  Service  Company  of  New  Mexi- 
co (NYSE:  PNM)  is  a  combined  utility, 
providing  electric  and  natuial  gas 
service  to  the  most  populous  regions 
of  New  Mexico.  These  regions  have  ex- 
perienced rapid  growth,  with  the 
number  of  electric  customers  having 
grown  4.6  percent  annually  over  the 
past  five  years. 
In  1987,  PNM  generated  utility  reve- 
nues of  $690  million  and  had  net  earnings  of  $95  million.  PNM 
holds  assets  of  $2.8  billion. 
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TSC  Shannock 
Corporation 


TSC  Shaimock  Corporation  (ToroD 
and  Vancouver  stock  exchanges:  TS) 
founded  in  1978,  is  one  of  Canad 
three  national  home  entertainment  d 
tributors.  Through  distribution  centi 
in  Vancouver,  Calgary  and  Torom 
Shannock  provides  retailers  with  vid 
cassettes,  compact  discs,  LP  records,  a 
dio  cassettes  and  related  accesso 
items.  Sales  have  grown  from  $8.8  m 
Uon  in  1986  to  $13.6  million  in  1987  and  are  projected  to  reai 
$20  million  for  the  year  ending  September  30,  1988.  Net  EPS 
$0.18  were  achieved  in  1987,  and  EPS  of  $0.25  are  projected  f 
fiscal  1988. 
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Republic  Pictures 
Corporation 


Republic  Pictures  owns  and  distributes 
one  of  the  largest  independent  film  h- 
braries,  consisting  of  over  1,000  classic 
films  and  television  series,  to  television 
stations  worldwide  and  on  videocas- 
settes  to  video  retailers  and  directly  to 
consumers.  Repubhc  owns  and  distrib- 
utes the  popular  CBS  television  series 
"Beauty  and  the  Beast,"  winner  of  three 
(3)  Emmy  Awards,  and  produces  net- 
work television  movies  as  well  as  the  recently  premiered  first-rim 
series  "On  Trial."  The  Company  has  recently  reported  record 
quarterly  and  armual  revenues  and  earnings. 
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Traditional  Industries, 
Inc. 

Traditional  Industries,  the  nation's  lea 

ing    direct    marketer    of    photograph 

products  and  services,  recently  report( 

its   sixth   consecutive   record   year  f 

revenues  and  net  income.  The  Comp 

ny   reported   fiscal    1988   Revenues 

$47.1  million  and  was  recently  rank< 

20th  in  Forbes  Top  200  and  5 1st 

Business  Week's  Top  100  Small  Growi 

Companies. 

HIGHLIGHTS 

5  Year  Armual  Compounded  Growth  Rate 

Revenues  •  50%  Net  Income  •  56% 

Earnings  Per  Share  (primary)  $1.51  (1988)  vs.  $.98  (1987) 

Net  Income  -  $4.9  milhon  (1988)  vs.  $3.1  million  (1987) 


45  feet  with  highs  up  to 
financed  for  the  next  five 
complete  the  Big  Creek 
nance  future  production 
Uon  and  development  to 


Rexford  Minerals  Ltd. 

VSE:  RXM  —  OVER  300,000  OUNCES 
IN  RESERVES 

Rexford  Minerals  Ltd.  is  a  Canadian- 
based  precious  metals  exploration  and 
development  company  currently  work- 
ing on  two  major  projects  in  the  Yukon. 
The  Big  Creek  Joint  Venture  is  develop- 
ing in  the  heart  of  the  Dawson  Range 
Gold  Belt,  with  over  300,000  ounces 
gold  in  reserves,  and  a  recent  discovery 
with  assays  averaging  1 .02  opt  gold  over 
2.786  ounces  gold/ton.  Rexford  is  fully 
years,  which  will  allow  the  Company  to 
Joint  Venture  pre-production  work,  fi- 
as  well  as  expand  explora-  OD 

other  projects. 
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VEBA  AG 


VEBA  is  one  of  Germany's  leading  con 
panics.  Fully  privatized  since  Marc 
1987,  it  is  a  broadly  based  industrial  an 
service  organization  working  in  foi 
major  areas  of  activity:  electricity,  o 
and  gas,  chemicals,  and  tiading  an 
transportation.  Total  external  sales  i 
1987  were  DM  40.1  billion.  Group  n( 
income  rose  once  more  and  is  now  DI 
943  miUion.  Earnings  per  share  ha^ 
almost  doubled  since  1983.  Plans  are  t 

invest  DM  20  billion  during  the  next  five  years.  VEBA  has  74,00 

employees  and  some  600,000  shareholders. 
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Sparton  Corporation 

(NYSE)  Fiscal  1988  (ended  June  30)  pro- 
duced record  earnings  of  $11,196,498 
($1.41  per  common  share).  Working  cap- 
ital of  $41.8  million  was  a  new  high. 
No  significant  long-term  debt.  Founded 
in  1900,  Sparton  manufactures  electron- 
ic products  for  the  defense,  commercial 
and  telecommunications  mdustries; 
plus  engineered  automotive  compo- 
nents and  assemblies.  Explores  for  and 
produces  oil  and  gas.  Continuous  divi- 


Forbes  Annual  Report  Sections 

Take  advantage  of  Forbes'  Annual  Report  Advertising  Section! 
appearing  twice  a  year,  to  receive  important  investment  infomu 
tion.  Both  the  Spring  and  Fall  editions  featiue  convenient  post 
paid  reader  service  cards,  which  enable  readers  to  obtain  annud 
reports  of  their  choice  absolutely  FREE. 


dends  since  1962.  Current  annual  dividend — $.52  per  share. 
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Personal  Affairs 


Edited  by  William  G.  Flanagan 


j  Some  restaurant  customers  are  paying  a 
lot  less  for  their  meals  than  you  are — and 
only  their  credit  card  issuers  know. 


Deals 
on  meals 


FROM  La  Caravelle  in  Manhat- 
tan to  Carmine's  in  Los  Ange- 
les, diners  by  the  thousands  are 
sharing  a  precious  secret:  They  are 
paying  a  lot  less  money  for  the  same 
meals  and  service  than  the  patrons 
around  them,  as  much  as  30%  off  on 
food  and  drink. 

What's  more,  no  one  is  the  wiser  as 
they  dine — not  the  waiter,  not  their 
dining  companions,  not  the  maitre  d'. 
If  the  meal  is  on  the  expense  account, 
perhaps  not  even  their  bosses  know. 


Discounting  meals  is  nothing  new 
in  itself,  of  course.  New,  struggling 
and  even  established  restaurants  with 
seasonal  slumps  have  quietly  bartered 
meal  credits  for  years,  usually  in  re- 
turn for  equipment  and  services  or 
advertising  time  and  space.  A  restau- 
rant will  compensate  an  advertising 
agency,  magazine  or  radio  station,  for 
example,  with  meal  credits  instead  of 
cash.  The  credits  are  then  used  by 
clients  and  staff. 

Going  a  step  further,  some  middle- 


men buy  or  barter  those  credits,  or  sell 
them  to  the  public  in  the  form  of  chit 
books.  Produce  a  chit  at  a  certain  res- 
taurant, for  example,  and  you  get  a 
discount  or  a  free  second  entree.  But 
the  practice  was  fairly  limited  until 
recently.  Reason:  It's  tacky  to  produce 
a  credit  voucher  while  entertaining. 
You  look  like  a  cheapskate. 

Enter  plastic.  Now  you  can  escape 
such  possible  embarrassment  by 
whipping  out  a  special  credit  card. 
The  discounting  comes  later — when 
you  receive  your  monthly  statement. 
That's  when  the  discount  is  deducted 
from  your  food  and  beverage  bill.  Says 
Michael  Nichter,  president  of  Advan- 
tage Charge  Trading,  one  issuer  of 
such  cards:  "When  you  go  into  a  res- 
taurant, you  handle  yourself  as  you 
would  under  any  other  circumstance. 
The  only  difference  is  that  you're  a 
little  smarter  because  you  have  one  of 
these  cards  that  will  give  you  a  25% 
discount."  Indeed,  one  card  issuer  of- 
fers a  30%  discount  (see  box,  p.  256). 

For  a  closer  look  at  how  it  works, 
imagine  Chez  Forbes,  a  promising 
new  bistro.  At  the  moment  it  looks 
more  like  a  bowling  alley,  but 
Jacques,  the  chef  and  owner,  has  con- 
fidence in  his  cuisine  and  his  staff. 
Ah,  but  he  has  no  money  to  advertise. 
Along  comes  a  middleman  who  will 
place,  say,  $10,000  worth  of  advertis- 
ing for  Chez  Forbes  in  return  for 
$20,000  worth  of  food  and  beverage 
credits.  Those  credits,  in  tum,  are 
used  by  the  middleman's  credit  card 
holders  when  visiting  the  restaurant. 

So    Chez    Forbes    gets    magazine. 
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newspaper,  radio  or  tv  advertising 
worth  $10,000  (on  the  rate  card)  for 
food  and  beverage  valued  at  $20,000 
(on  the  menu).  The  out-of-pocket  cost 
to  the  restaurant,  of  course,  is  much 
less  than  half  that  amount. 

The  middleman  doesn't  pay  full 
price,  either.  He'll  typically  get  a  15% 
agency  discount  on  the  advertising 
purchased.  So,  to  nail  down  $20,000 
in  meal  credits,  his  cash  outlay  for 
$10,000  in  advertising  may  be  only 
$8,500.  Thus,  $20,000  worth  of  cred- 
its sold  at,  say,  a  25%  discount  to 
cardholders  might  yield  $15,000— a 
nifty  43%  return  on  his  $8,500.  And 
that's  not  counting  income  from  the 


sale  of  the  credit  cards  themselves — 
typically  $50  per  card  per  year. 

But  wait.  It  can  get  even  better.  If 
the  middleman  already  holds  an  in- 
ventory of  advertising  time  and  space, 
either  bought  at  discount  or  acquired 
through  other  barter  deals,  the  mid- 
dleman's margins  can  be  even  higher 
and  the  restaurant  can  get  even  more 
advertising  for  its  credits.  "No  matter 
how  you  slice  it,"  says  Perry  Silver, 
chief  executive  officer  of  Reciprocal 
Merchandising  Services,  which  mar- 
kets the  Travel  World  Leisure  Club 
card,  "it's  a  win-win  situation." 

There  are  some  risks — and  frustra- 
tions— for  the  middleman,  of  course. 


He  must  offer  a  restaurant  that  his 
cardholders  want  to  visit.  And  the 
restaurant  can't  be  on  its  last  legs.  If 
Chez  Forbes  folds,  for  example,  the 
middleman  will  be  stuck  with  credits 
no  one  will  ever  use.  "We're  like 
banks,"  says  Silver.  "We  have  to  be 
careful  about  extending  credit." 

A  middleman  could  get  burned,  too, 
if  the  restaurant  is  a  huge  success.  La 
Reserve,  for  example,  a  now  fashion- 
able midtown  New  York  restaurant, 
was  less  than  full  after  its  opening  and 
bartered  some  meal  credits  for  adver- 
tising. But  along  came  Bryan  Miller, 
the  New  York  Times  restaurant  critic, 
who  fell  in  love  with  the  place  and 


Card  issuers  and  some  restaurants  that  accept  them 


Advantage  Charge  Trading  Corp. 
ACT  Card.  $50  a  year.  2,000  card- 
holders. The  newest  of  the  full- 
service  discount  cards  (those  that 
cover  food  and  alcohol),  it  is  good 
at  49  New  York  City  restaurants. 
Plans  to  expand.  Offers  20% 
across-the-board  discount,  includ- 
ing tax  and  tip.  Must  have  Visa  or 
MasterCard  to  qualify.  Contact 
Advantage  Charge  Trading  Corp., 
114  E.  32nd  St.,  New  York,  N.Y. 
10016.  212-779-SAVE. 
Citibank.  CitiDining  Card.  $39  a 
year.  Available  only  to  holders  of 
Citibank  Visa  or  MasterCard.  Ac- 
cepted at  1,000  restaurants  in  16 
cities,  including  New  York,  San 
Francisco,  Dallas,  Miami-Fort  Lau- 
derdale and  Minneapolis.  Draw- 
backs: 25%  discount  does  not  in- 
clude alcohol  and  some  restaurants 
will  not  honor  the  card  on  holi- 
days. You  can  sign  up  when  you 
apply  for  the  Citibank  MasterCard 
or  Visa.  Or  if  you  already  have  one, 
you  can  apply  for  CitiDining  by 
calling  800-221-7444. 
Entertainment  Publications:  One 
of  the  oldest  and  biggest  purveyors 
of  discount  coupons.  Discounts 
vary  at  each  restaurant,  but  you'll 
usually  be  able  to  get  one  entree  for 
free.  There  are  90  different  ver- 
sions of  the  F.nieriaimneni  H9  dis- 
count book,  each  targeted  at  a  spe- 
cific city.  It  covers  40,000  restau- 
rants. Each  book  comes  with  a 
plastic  card  that  you  can  use  in 
place  of  the  coupon.  Last  year  2 
million  customers  bought  the 
book  at  $20  to  $40  apiece.  Some 
books  contain  up  to  $10,000  worth 
of  discounts,  including  breaks  on 


parking,  hotels,  shows  and  car 
rentals.  They  are  sold  mostly 
through  charities.  Call  your  local 
Entertainment  Publications  office 
(listed  in  white  pages)  for  a  referral 
or  contact  headquarters  at  1400  N. 
Woodward  Ave.,  Birmingham, 
Mich.  48011.  313-642-8300.  Re- 
cent o-t-c  price:  22y8. 
IGT  Services.  IGT  Card.  $48  a 
year.  87,000  cardholders.  It  is  wel- 
comed at  1,400  restaurants  in  13 
cities — from  Carmine's  in  Los  An- 
geles to  Bombay  Palace  in  London. 
The  25%  discount  is  also  good  on 
hotels,  cruises,  car  rentals,  furni- 
ture and  furs.  Call  800-4-IGT-USA 
or  write  IGT  Services,  22  E.  29th 
St.  New  York,  N.Y.  10016. 
Reciprocal  Merchandising  Ser- 
vices. Travel  World  Leisure  Club 
Card.  It  offers  the  largest  discount 
of  any  card:  30%.  Cost  is  $50  a 
year.  About  20,000  cardholders. 
The  card  is  welcomed  in  about  600 
restaurants  from  New  York  to  San 
Francisco.  Must  have  Visa  or  Mas- 
terCard to  sign  up.  Call  800-444- 
TWLC  or  write  the  company  at  225 
W.  34th  St.,  New  York,  N.Y. 
10122.  The  card  can  also  be  used 
for  discounts  on  clothing,  shoes, 
luxury  watches,  furniture,  carpet- 
ing, travel,  cruises,  airlines  and 
hotels. 

Transmedia  Network.  Transmedia 
Executive  Savings  Card.  Cost  is 
$50  a  year.  14,000  cardholders.  Ac- 
cepted in  280  restaurants  in  New 
York  City  and  environs.  Plans  to 
expand.  You  must  already  have  a 
Visa  or  MasterCard  to  qualify.  For 
an  application,  write  the  company 
at  509  Madison  Ave.,  New  York, 


N.Y.  10022.  Or  call  800-422-5090. 
Its  25%  discount  is  also  offered 
through  a  Visa  card  issued  by  Em- 
pire of  America  Federal  Savings 
Bank,  Williamsville,  N.Y. 

A  sampling  of  restaurants  that  ac- 
cept discount  cards 

Meiv  York  Cit}':  Aah!  Lantema,  Ab- 
bey Tavern,  American  Buffalo,  An- 
abelle's,  Broadway  Joe,  Bombay 
Palace,  Cadillac  Bar,  Campagnola, 
Chelsea  Place,  Cinco  De  Mayo,  Fat 
Tuesday's,  Fiorella,  Fleet  Street, 
The  Front,  Harry's  at  the  American 
Exchange,  Italian  Pavilion,  La  Car- 
avelle,  Marmite,  Kennedy's,  La 
Vieille  Auberge,  Les  Pleiades,  Lu- 
sardi's,  Minetta  Tavern,  Pancho 
Villa's,  Pearl's,  Pen  &  Pencil,  Le 
Perigord,  Petrouchka,  Prxmelle, 
Raga,  Romeo  Salta,  Ryan  McFad- 
den,  Salta  In  Bocca,  Sardi's,  Scarlat- 
ti, Sign  of  the  Dove,  Suki,  TKO, 
Troika. 

Los  Angeles  and  ettrirons.  Back  on 
Broadway,  Carmine's,  Fellini's, 
Food  Gallery,  Hy's,  Kelbo's,  Os- 
teria  Romana  Orsini,  Romeo  &  Ju- 
liet, Spangles,  Studio  Grill,  The 
Tower. 

San  Francisco.  The  Iron  Horse. 
Florida.   East  Ocean,  Boca  Raton 
and  Miami;  La  Finestra,  Boca  Ra- 
ton; Wolfie's,  Miami  Beach. 
Boston.  Averof. 

Chicago.  Ambria,  Carson's:  The 
Place  for  Ribs,  Gordon. 
Philadelphia:  Fratelli's,  Hoffmann 
House,  Raymond  Haldeman,  Win- 
dows on  the  Water. 
\Xashfngton,  D.C  American  Har- 
vest, Gary's,  Chez  Grand  Mere, 
Pettito's.— W.G.F.  and  E.G. 
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A  Vanishing  Opportunity 


\s  William  Vanderbilt  did  in  the  1920s,  successful  people  from  around  the  world  are  discover- 
ng  this  incomparable  tropic  isle  -  a  splendid  setting  which  cannot  be  duplicated.  Fisher  Island 
iffers  a  rare  opportunity  to  own  a  luxury  home  in  a  graceful  village  by  the  sea. 

Fisher  Island  has  complete  security  and  privacy,  yet  it  is  only  a  seven-minute  ferry  ride 
"rom  Miami's  financial  center,  and  fifteen  minutes  from  Miami's  Airport.  It  has  a  lovely  Atlantic 
oeach,  and  two  deepwater  marinas  for  yachts  of  any  size.  It  has  the  venerable  Fisher  Island 
31ub,  once  Vanderbilt's  Estate,  and  beautiful  residences  overlooking  the  ocean  and  Biscayne  Bay 

Truly  Fisher  Island  is  a  vanishing  opportunity. 


FISHER  ISL^DJ 

■1  c:apg3  f^^— ^^^      ^ 


Residences  from  8400,000.  Fisher  Island,  Florida  33109.  (305)  535-6071. Toil-Free  (800)  624-3251.  By  Muben  Realty,  a  Subsidiary  of  Mutual  Benefit  Life  Insurance  Company 
Complete  offering  terms  are  in  an  offering  plan  available  from  the  sponsor.  This  is  not  an  offering  to  New  Jersey  residents. 


gave  it  three  stars  out  of  a  possible 
four.  Reservations  poured  in  and  the 
restaurateur  quickly  bought  back  his 
meal  credits.  The  middleman  didn't 
lose  any  money  but  had  to  drop  a  fine 
restaurant  from  his  list. 

The  list,  of  course,  is  the  key  to  the 
success  of  these  cards.  Trendy  tem- 
ples of  haute  cuisine  with  no  empty 
tables  and  little  need  for  advertising 
usually  don't  barter.  'Tundamentally, 
it's  a  play  on  weakness,"  says  one 
longtime  New  York  restaurateur, 
who  has  co-owned  or  managed  a  half- 
dozen  white-tablecloth  restaurants. 
"You  make  your  a  la  carte  customers 
feel  like  jerks."  Still,  even  such  well- 
known  places  as  Gallagher's  steak 
house,  dearly  loved  by  New  York's 


sporting  crowd,  and  Scarlatti  some- 
times use  barter.  Explains  one  restau- 
rateur: "You  can't  inventory  empty 
tables." 

The  game  is  not  limited  to  restau- 
rants. Hotels,  resorts,  cruise  lines, 
even  auto  manufacturers  sometimes 
play.  TWLC,  for  example,  offers  its 
cardholders  discounts  on  everything 
from  airline  tickets  to  cars  to  cruises 
to  luxury  watches — operating 
through  barter  arrangements  that  can 
get  byzantine.  But  the  savings  to  users 
can  be  impressive.  A  New  Yorker 
bound  for  Melbourne,  Australia,  for 
example,  recently  used  TWLC  to  buy 
two  round-trip,  first-class  airline  tick- 
ets. The  tickets,  which  would  nor- 
mally have  cost  her  $14,240  at  retail. 


wound  up  costing  only  $6,600. 

Small  wonder  that  discount  cards 
are  now  finding  their  way  into  a  lot  of 
executive  wallets,  especially  in  major 
cities.  And  the  number  of  credit  card 
issuers  is  growing.  Even  mighty  Citi- 
bank is  in  the  game  with  its  CitiDin- 
ing  card,  which  offers  25%  discounts 
on  meals.  But  it  comes  with  some 
catches — alcoholic  beverages  aren't 
covered,  for  example. 

One  card  issuer,  Transmedia  Net- 
work, has  even  gone  public  (recent 
over-the-counter  price:  1%).  It  has  yet 
to  pay  any  dividends,  and  won't  in  the 
foreseeable  future.  But  forget  the 
stock.  The  meals  offered  to  card- 
holders are  a  better  bargain.— W.G.F. 
and  Edward  Giltenan 


The  safe  sell  on  luxury  cars 

If  you  want  air  bags  and  antilock  braking  on  your  new      car  you  select,  you  may  be  in  for  a  wait.  These  are 
car,  you  have  more  makes  and  models  to  choose  from      factory  installed,  so  unless  your  dealer  has  such  a  car  in 
than  ever  before.  In  the  luxury  category,  it  is  becoming     stock,  it  will  have  to  be  special  ordered,  which  can  take 
hard  to  find  a  model — American,  Japanese  or  Europe-      weeks.  If  you  want  an  optional  air  bag,  it  can  usually  be 
an — without  antilock  brakes  and/or  air  bags  as  either      installed  by  the  dealer. 

standard  or  optional  equipment.                                              Note:  The  list  below  is  subject  to  change  as  more  and 
If  antilock  brakes  are  optional,  not  standard,  on  the      more  1989  models  roll  out.  Check  with  your  dealer. 

Air  bags         Antilock 
Make  and  model                                             driver               brakes 

Air  bags         Antilock 
Make  and  mode!                                           driver              brakes 

Acura  Legend  L                                                  S                        S 
Acura  Legend  LS                                                S                        S 
Alfa  Romeo  Milano  Platinum                                                 S 
Alfa  Romeo  Milano  Verde                                                      S 
Audi  5000  senes  (except  5000S)                                              S 
Audi  5000S                                                                                  O 
Audi  90,90  Quattro                                                                     S 
Audi  100                                                         OS 
Audi  200                                                          S                       S 
Audi  80  Quattro                                                                         O 
Austin  Rover  Sterling  825SL                                                     S 
Austin  Rover  Sterling  825S                                                    O 
BMW  6,7  senes  &  535                                     S                       S 
BMW  (all  other  models!                                                              S 

Cadillac  Fleetwood  Sixty  Special                    O                      O 
Cadillac  Fleetwood  d'Elegance                       O                      O 
Cadillac  Seville                                                                       O 
Chevrolet  Corvette                                                                     S 
Oldsmobile  Delta  88                                       O                     O 
Oldsmobile  Ninety-Eight                               O                      S 

Touring  Sedan 
Oldsmobile  Ninety-Eight                                                       O 

(except  Touring  Sedan) 
Oldsmobile  Toronado                                                                O 
Pontiac  Bonneville  SSE                                                               S 
Pontiac  6000  STE                                                                        S 

laguar  XI6                                                                                     S 
Mazda  626  4WS                                                                           S 
Mazda  626  Turbo                                                                        O 
Mazda  MX-6  GT                                                                     O 
Mazda  929                                                                               O 
Mazda  RX  7  GXL,  RX-7  Turbo                                               O 
Mercedes-Benz  (all  models  except                   S                       S 

190E2.3,  190D2.3) 
Mercedes-Benz  190E  2.3,  190D  2.5                 S                      O 
Mitsubishi  Galant  Sigma                                                       O 
Mitsubishi  Stanon  ESI-R                                                        S 
Nissan  Pulsar  NX                                              OS 
Peugeot  505  STX,  505  Turbo  S                                               S 
Porsche  928S4                                                                             S 
Porsche  944  Turbo                                          S*                    S 
Porsche  944  Turbo  S                                        S"                    S 
Porsche  944S                                                      O*                     O 
Porsche  944                                                        Ot                     O 
Porsche  911  Canera  4                                     S                      S 
Saab  9000  Turbo                                              S                       S 
Saab  9000S                                                       S                      S 
Toyota  Camry  LE  V6  sedan                                                    O 
Toyota  Celica  GTS,  Celica  All-Trac                                     O 
Toyota  Supra                                                                          O 
Volvo  780                                                        S                       S 
Volvo  760  senes                                                 S                        S 
Volvo  740  Turbo                                                S                        S 
Volvo  740  GLE                                                   O                       O 

Chrysler  Corp 

Chrysler  Conquest  TSi                                                           S 

Dodge  Daytona                                                S 

Dodge  Diplomat                                              S 

Dodge  Dynasty  Premium                                                          O 

Chrysler  Fifth  Avenue                                       S 

Chrysler  LeBaron  Convertible                          S 

Chrysler  LeBaron  Coupe                                 S 

Chrysler  New  Yorker  (except  Turbo)                                     O 

Plymouth  Gran  Fury                                         S 

Ford  Motor 

Ford  Tempo                                                    O 

Ford  Thunderbird  Turbo  Coupe                                              S 

Lincoln  Continental                                        S*                    S 

Lincoln  Mark  VU                                                                    S 

Mercury  Topaz                                               O 

Merkur  Scorpio                                                                           S 

General  Motors 

Buick  Electra  T-Type                                                                  S 
Buick  Electra  (except  T-Type|                                                O 
Buick  Le  Sabre                                                                         O 
Buick  Reatta                                                                                S 
Buick  Riviera                                                                              0 
Cadillac  Allant^                                                                      S 
Cadillac  DeViUe                                             O                      O 

S  =  Suiidai  d  O  -  Optional      'Also  pasi«nger  air  bag  standard      "Also  pa.vsenger  air  bag  opiional 

Sources  Insurance  histinue for  Hif^uw  Safety:  Runzheimer  /ml 
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Since  1735  there  has 

NEVER  BEEN  A  Q^UARTZ  BlANCPAIN  WATCH 

And  there  never  will  be. 


IB 


Blanc  PAiN 


Faithful  to  the  traditional  art  of  watchma- 
king, each  watch  is  still  assembled,  pol- 
ished and  finished  by  hand  by  the  indivi- 
dual watchmaker. 

In  all,  only  four  ladies'  watches  and  six 
men's  watches,  each  individually  signed 
and  numbered,  leave  our  workshops  at 
the  end  of  the  day. 

BOSTON  Dorfmann   DETROIT  Schubol   HARTFORD  Green  8  Sieven   KANSAS  CITY  Ti»ol   lOS  ANGELES  Princess  Ermmc  NEW  YORK  Cellini.  Tourncau.Wempe  NEWPORT  BEACH  Moboco  OMAHA  Borsheim's  TORONTO 
European  Jewellery    BERMUDES  Crisson    GRAND  CAYMAN  Dennis  Smiih    ST  BARTHELEMY  Point  Or    ST  MAARTEN  La  Romana    ST  THOMAS  Rwera 
Inlormaiion  b^BLANCPAIN  SA  -  CH-1348  Le  Brassus  -  Swiueiland  -  T<  459420  Tel  01041-21854092 


O  beautiful  k 


Wide  open  spaces  have  (]uite  a  way  of 
moving  people.  Reason  enough  to  stretch 
out  in  die  Honda  Accord.  After  all,  our 
4-l)oor  Sedan  is  surprisingly  expansive. 
It  has  more  front  headroom  and  front 
legr(X)m  than  a  long  list  of  luxury  cars. 

Of  course,  the  LX  model  shown  above 

IaI  <&  I^JKK  Amcncan  Ht-nda  \k«n  (  ax,  Irx.-.    Intcretr  shown  Mith  foof  nrnidvcd. 


:1 


is  an  excellent  place  to  introduce  your  la] 
to  luxury.  Air  conditioning  is  what  you' 
expect.  Standard.  As  are  power  door  loc 
and  windows.  And  cmise  control. 

With  a  Honda-like  eye  for  ergonomicj 
the  seats  are  sculpted  and  supportive. 
Assist  handles  are  appropriately  located. 


I 


spaciousness. 


The  steering  column  is  adjustable  to 
I  aximize  your  personal  space.  And  an 
t  ectronically  tuned  stereo  system  takes 
1 11  advantage  of  the  fine  acoustical  space 
i.at  is  the  Accord  LX. 

No  doubt,  you'll  find  yourself  singing  a 

aise  or  two. 


Accord  LX 


HONDA. 


Tott  tune  up  your  car,  right? 


Get  sick,  and  your  employer's  med 
ical  plan  covers  you.  Get  fat,  and 
you  can  visit  the  company  gym  to 
slim  down  or  join  a  health  club  at 
company  expense.  But  be  healthy  and 
try  to  stay  that  way  by  having  regular 
physical  checkups,  and  you  are  proba- 
bly on  your  own. 

Only  a  minority  of  companies  re- 
quire even  senior  people  to  undergo 
regular  physical  checkups.  And  their 
ranks  are  thinning.  Daniel  Lawrence, 
a  compensation  consulting  principal 
for  the  Wyatt  Co.,  benefits  consul- 
tants in  Dallas,  says  that  only  30%  of 
450  companies  surveyed  in  1986  re- 
quired regular  physical  exams  for  se- 
nior people.  Last  year  the  percentage 
dropped  to  24%. 

But  if  your  employer  pays  too  little 
attention  to  preventive  medicine,  you 
shouldn't.  Neither  the  time  nor  the 
expense  required  for  thorough  physi- 
cals is  great.  At  the  best  clinics,  the 
cost  of  a  comprehensive  physical  is 
about  the  same  as  tunmg  up  your 
Mercedes— $500  to  $1,000.  Credit 
cards  are  often  accepted. 

Furthermore,  you'll  probably  need 
fewer  checkups  than  you  think.  Un- 
less you  have  medical  problems  or  a 
family  history  of  medical  disorders, 
doctors  now  advise  checkups  about 
once  every  three  years  for  people  un- 
der 40,  every  other  year  for  those  40  to 
50,  annually  after  age  50. 

As  competent  as  your  family  physi- 
cian may  be,  consider  a  major  medical 
center  or  clinic  for  your  checkup. 
Many  have  special  programs  aimed  at 
probing  those  conditions  to  which  ex- 
ecutive flesh  often  falls  prey.  "What 
we're  looking  for  is  key  baseline  infor- 
mation," says  Dr.  Richard  Matzcn, 
chairman  of  the  department  of  pre- 
ventive medicine  at  the  Cleveland 
Clinic.  "We  have  a  Professional 
Health  Management  Program  that 
conducts  physical  exams  for  company 
executives.  In  each  group  we  find  that 
90%  have  a  significant  medical  prob- 
lem, such  as  stress  or  hypertension, 
that  needs  addressing." 

Tcnncco,  one  company  that  en- 
courages its  senior  people  to  have  reg- 
ular checkups,  and  pays  for  them,  fa- 
vors the  executive  program  over  the 
visit  to  the  family  doctor.  "If  they  do 
find  something  wrong,  the  clinic  or 
medical  center  has  a  cadre  of  special- 
ists on  hand  for  immediate  referral," 
says  Dr.  Edward  Bemacki,  vice  presi- 
dent and  company  medical  director. 
"We've  been  so  successful  in  picking 
up  problems  in  our  executives  at  an 
early  stage,"  he  adds,  "that  we  find 


Roger  Mastroianni 


Ptjy'siologist  John  Grogan  administers 
skin-fold  test  at  Cleveland  Clinic 


less  and  less  that  is  seriously  wrong 
with  them  as  time  goes  on." 

Some  programs,  such  as  the  Execu- 
tive Health  Enhancement  Program  at 
Columbia  Presbyterian  Medical  Cen- 
ter in  New  York  City,  take  just  a 
couple  of  hours,  if  there  are  no  com- 
plications. The  In-Residence  Program 
at  the  Cooper  Clinic  in  Dallas  re- 
quires a  four-day  stay  (during  which 
you  are  treated  more  like  a  guest  than 
hke  a  patient). 

Virtually  all  of  the  clinics  and  medi- 
cal centers  provide  a  general  medical 
exam,  an  occult  test  for  colon  cancer, 
a  digital  rectal  exam  to  check  for  pros- 
tate cancer,  a  proctological  exam,  an 
electrocardiogram  to  establish  a  base- 
line for  information  about  your  heart, 
as  well  as  cholesterol  level,  blood 
pressure  and  various  blood  and  body 
chemistry  tests.  Women  also  get  Pap 
smears,  full  gynecological  exams  and 


mammograms. 

Some  programs,  such  as  the  Cooper 
Clinic's,  also  test  your  physical  fit- 
ness and  tailor  a  fitness  program.  At 
the  Ochsner  Clinic  in  New  Orleans, 
doctors  map  out  a  five-year  medical 
health  and  physical  fitness  plan  de- 
pending on  age  and  sex.  "Although 
patients  will  be  returning  before  the 
end  of  that  five  years,"  says  Dr. 
Thomas  Feagin,  director  of  the  clin- 
ic's executive  health  program,  "we're 
trying  to  point  them  in  the  direction 
of  long-term  medical  goals."  Like 
many  other  clinic  medical  directors. 
Dr.  Feagin  is  delighted  with  the  atti- 
tude of  the  businessmen  that  come  to 
the  clinic.  "Executives  are  goal-orien- 
ted," he  says,  "so  they  do  very  well 
with  a  goal-oriented  approach  to  their 
health  care." 

Any  list  of  the  best-known  clinics 
and  medical  centers  that  have  execu- 
tive health  assessment  programs 
would  include: 

Cleveland  Clinic  Foundation,  9500 
EucUd  Ave.,  Cleveland,  Ohio  44195; 
216-444-2200. 

Columbia  Presbyterian  Medical 
Center,  161  Fort  Washington  Ave., 
New  York,  N.Y.  10032;  212-305-1910. 

Cooper  Clinic,  12200  Preston  Rd., 
Dallas,  Tex.  75230;  800-527-0362. 

Mayo  Clinic,  Rochester,  Minn. 
55905;  507-284-2511. 

Miami  Heart  Institute,  4701  N.  Me- 
ridian, Miami  Beach,  Fla.  33140;  305- 
672-1111. 

Methodist  Hospital,  6560  Fannin 
St.,  Houston,  Tex.  77030;  713-790- 
3311. 

Ochsner  Clinic,  1514  Jefferson 
Highway,  New  Orleans,  La.  70121; 
504-838-3000.— Francesca  Lunzer 
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CD  rates 

Which  state  in  the  union  is  offer- 
ing some  of  the  highest  yields  on 
bank  certificates  of  deposit?  Accord- 
ing to  Banxquote  Money  Markets,  the 
authority  on  CD  rates,  it's  New  York. 
The  average  yields  offered  by  New 
York  banks  on  money  market  invest- 
ments (7.02%)  and  on  savings  CDs 
maturing  in  three  months  (7.85%), 
one  year  (8.26%)  and  five  years 
(8.73%)  are  now  higher  than  any- 
where else  in  the  country,  and  as 
much  as  1.2%  higher  than  some  mon- 
ey market  accounts.  Irving  Trust,  in 
fact,  is  paying  a  higher  rate  on  its 
money  market  accounts — 9.1%  on 
deposits  of  $15,000  or  more — than 
most  banks  and  S&Ls  in  other  states 
are  paying  on  any  money  markets  or 
CDs.  Higher  even  than  the  yield  on 


current  30-year  Treasurys  (8.7%). 

Why  are  New  York  lenders  paying 
so  much?  Hot  competition  on  three 
fronts:  Stockbrokers,  who  have  been 
steering  clients  into  out-of-state 
banks;  mutual  fund  money  market 
accounts;  Treasurys  (exempt  from 
New  York's  hefty  state  and  local  tax- 
es) and  municipals. 

Real  life  begins  at  5 

If  you  have  youngsters  age  5  or  over, 
and  plan  to  claim  them  as  depen- 
dents, get  them  Social  Security  cards 
soon.  This  year  you  must  submit  So- 
cial Security  numbers  for  all  claimed 
dependents  5  and  up,  or  pay  a  fine  of 
$5  for  each  child;  eventually  you 
could  lose  the  deductions  entirely. 
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Maxxum  7000/'s  Predictive  Autofocus  knows  where 
your  subject  will  be  before  it  gets  there. 


MAXXUM7000i 


It's  a  sure  thing.  The  best  way 
to  capture  a  race,  or  any  other  fast- 
moving  action,  is  with  the  new 
Maxxum'  7000/'.  With  three  major 
advances  in  autofocusing  technology 
it's  way  ahead  of  the  field. 

First,  Predictive  Autofocus  calcu- 
lates the  speed  and  direction  of  your 
subject  until  the  instant  you  release 
the  shutter.  Second,  the  widest  focus- 
ing area — as  much  as  12  times 
wider  than  other  SLR's — means  your 


main  subject  can  be  off-center  and 
still  be  in  perfect  focus.  And  third, 
Maxxum  7000/  is  the  fastest  auto- 
focus camera  in  the  world. 

This  Maxxum's  your  best  bet  for 
other  reasons,  too.  "Intelligent" 
auto-exposure,  optional  Creative 
Expansion  Cards  and  five  new  ultra- 
compact  zoom  lenses,  to  name  a  few. 

Which  is  why  it's  also  safe  to 
predict  that  there's  a  Maxxum  7000/ 
in  your  future. 


Becertom  thoirhe  woluobleMinolioUSA  2-yeaf  comero/S-yeot  lens  hmiied  worroniy  cords  ore  pockoged  with  your  producK.  For 
more  inlofmotion,  see  your  Minollodeolef  or  write  Mirwlto  Corporoiion,  lOI  WrlliomsOnve.  Ramsey,  W07il46  InConodo  Mmollo 
Conodo.  !nc  ,  Onlono   £  1988  Minollo  Cofporotion 


ONLY  FROAd  THE  MIND  OF  MINOLTA 


MINOLTA 


And  we  mean  quiet 

Nestled  in  the  British  Virgin  Is- 
lands, a  chip  shot  off  Tortola,  lies 
the  tiny  Guana  Island  Club,  which 
even  picky  Andrew  Harper  raved 
about  in  his  Hideaway  Report  ("This 


just  may  be  the  most  private  and  un- 
spoiled resort  island  in  the  West  In- 
dies"). Only  30  guests  can  be  accom- 
modated. Dining  is  family-style  (no 
restaurant  means  there  are  no  inter- 


loping yachtsies). 

Six  deserted  beaches  await  you. 
Cozy  guest  cottages  make  up  in  quiet 
what  they  lack  in  elegance.  Rates: 
$385  double  per  day,  including  meals 
and  tennis,  Dec.  16  to  Mar.  31. 


Sotheby's  Art  Market  Trends 

Index  sectors 

Oct 

1988 

One 

month 

ago 

One 
year 
ago 

Two 

years 
ago 

Five 

years 

ago 

One 

month 

%  change 

One 

year 

%  change 

Two 

years 

%  change 

Five  years 

% 
change 

average 

annual 

%  change 

Old  Master  paintings 

403 

403 

349 

303 

217 

nil 

+  15.5 

+  33.0 

+  85.7 

+  13.2 

19th-century 
European  paintings 

361 

361 

323 

250 

197 

ml 

+  11.8 

+  44.4 

+  83.2 

+  12.9 

Impressionist  &  Post- 
impressionist  art 

1,091 

1,091 

661 

432 

298 

nil 

+  65.1 

+  152.5 

+  266.1 

+  29.6 

Modem  paintings 
(1900-1950) 

1,090 

1,090 

666 

429 

275 

ml 

+  63.7 

+  154.1 

+  296.4 

+  31.7 

Contemporary  art 
(1945  onward] 

728 

728 

597 

542 

383 

ml 

+  21.9 

+  34.3 

+  90.1 

+  13.7 

American  paintings 
(1800-pre-WWII) 

958 

958 

789 

687 

501 

ml 

+  21.4 

+  39.4 

+  91.2 

+  13.8 

Continental  ceramics 

467 

407 

320 

290 

272 

+  14.7 

+  45.9 

+  61.0 

+  71.7 

+  11.4 

Chinese  ceramics 

684 

684 

550 

486 

445 

ml 

+  24.4 

+  40.7 

+  53.7 

+   9.0 

English  silver 

388 

388 

349 

338 

219 

ml 

+  11.2 

+  14.8 

+  77.2 

+  12.1 

Continental  silver 

260 

260 

201 

192 

156 

ml 

+  29.4 

+  35.4 

+  66.7 

+  10.8 

American  furniture 

469 

469 

459 

380 

239 

ml 

+   3.8 

+  23.4 

+  96.2 

+  14.4 

French  &  Continental 
furniture 

359 

355 

319 

285 

257 

+  1.1 

+  12.5 

+  26.0 

+  39.7 

+   6.9 

English  furniture 

784 

784 

594 

447 

309 

nil 

+  32.0 

+  75.4 

+  153.7 

+  20.5 

Aggregate  index* 

661 

660 

477 

369 

275 

+  0.2 

+  38.6 

+  79.1 

+  140.4 

+  19.2 

Basis;  1975  =  100  |$).                                                                                                                                                                                            ©Sotheby's  1988 
•Contetnporan'  an  was  added  to  the  An  Index  in  September  1987  The  aggregate  index  excludes  this  category  prior  to  that  date 

Sotheby's  An  Market  Trends  reflect  subjective  analyses  and  opinions  of  Sotheby's  an  experts.  ba.sed  on  auction  sales  and  other  information  deemed  relevant. 
Nothing  in  Sotheby's  An  Market  Trends  is  intended  as  investment  advice  or  as  a  prediaion  or  guarantee  of  future  performance  or  otherwise. 

Monthly  highlights 

The  New  York  jewelry  auctions  in  0( 
overall,  totaling  more  than  $60  mil 
were  sold  for  over  $1  million  each,  i 
carat  Burmese  ruby  that  fetched  $3.6 
for  any  colored  stone.  However,  two 
high  preauction  estimates  failed  to 
Burmese  ruby  and  a  407.48-carat  dii 
difficulty  of  estimating  stones  of 
this  kind,  it's  impossible  to  draw 
any  broad  conclusions  about  their 
failure  to  sell. 

The  latest  sales  in  New  York  of 
French  furniture,  which  tradition- 
ally draw  an  international  mix  of 
clients,    were    reinforced    by    the 
growing  interest  of  American  pri- 
vate buyers,  notably  younger  col- 
lectors. Overall,  the  sales  were  a 
success.  Top  quality  and  rare  fumi 
ture  and  decorative  items  brought 
premium  prices.  Furniture  that  did 
not  rank  among  the  best  fared  less 
well  and  often  sold  below  the  low 

;tober  were  strong      estimate.  Results  confirmed  the  recent  strength  of  the 
ion.  Eleven  gems      Louis  XVI  period  but  also  indicated  a  slight  contraction 
ncluding  a  15.97-      in  the  market  for  more  elaborate  Louis  XIV  pieces. 
)  million,  a  record         The  major  sales  that  took  place  in  New  York  toward 
major  gems  with      the  very  end  of  the  month  of  Old  Master  and  I9th- 
sell:  a  48.02-carat      century  European  paintings,  as  well  as  of  English  fumi- 
imond.  Given  the      ture  and  silver,  gave  further  evidence  of  the  overall 

v.ii«-hv>         cfrpncrrh  nf  f\\p  art  marlrpt    A  calp  nf 

19th-century  European  paintings 
realized   $15.3   million,   a  world- 
wide auction  record. 

Following  the  British  Rail  Pen- 
sion Fund's  auction  in  London  in 
September  of  books   and  manu- 
scripts, the  fund's  Continental  por- 
celain collection  produced  good  re- 
sults. Nine  of  the  top  ten  lots  of  the 
sale,  which  also  included  property 
from  other  sources,  came  from  this 
collection,  and  each  achieved  be- 
tween three  and  six  times  the  origi- 
nal purchase  prices  paid  in  the  late 
Seventies 

IE 

F^ 

1 

Louis  XVI  Onnolu-moufited  cotLsoles 
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YOU'RE  ABOUT  TO  FLIP 
OVER  YOUR  CASH  CARD. 


Flip  over  your  cash  card  or  bank  credit  card 
and  see  if  there's  a  Plus  System'  logo  on  it.  If  so, 
nearly  20,000  cash  machines  worldwide  are 
yours. 

That  means  you  can  get  emergency  cash 
when  you  travel  to  over  4,000  big  cities  and  small 
towns  across  the  U.S.  and  Canada.  Not  to  men- 
.tion  a  growing  number  of  locations  in  Europe,  the 
Far  East  and  the  Caribbean.  For  90  million  card- 
holders, the  Plus  System  logo  marks  the  spot 
for  cash  all  over  the  map. 

And  wherever  you  are  in  the  U.S.,  you  can 


find  a  Plus  Systemi  cash  machine  nearby  by 
calling:  1-800-THE-PLUS. 

So  flip  over  your  cash  card  now.  And  if 
there's  no  Plus  System  logo  on  it,  make  your 
next  trip  a  trip  to  a  financial  institution  that 
gives  you  one. 


WEMAKE 
YOUR  CASH  CARD 

WORTH 
FLIPPING  OVER. 


Careers 


Considering  a  detour  to  Washington?  The 
money's  lousy  and  the  hours  are  long.  But 
as  a  launching  pad  back  into  private  in- 
dustry, you  just  cant  beat  the  experience. 

Costly  but 
priceless 


throughout  nearly  all  the  entries. 
Though  responsibilities  and  political 
clout  vary  widely  from  job  to  job,  and 
though  salary  levels  are  often  appall- 
ingly low  for  the  duties  involved, 
landing  a  Prune  Book  job  can  really 
prove  to  be  a  plum  of  a  stepping-stone 
back  into  the  private  sector  later  on. 
If  Norman  Augustine,  53,  hadn't 
gotten  that  call  from  the  Johnson  Ad- 
ministration back  in  1965,  he'd  proba- 
bly still  be  at  Douglas  Aircraft  instead 


By  Dyan  Machan 


WITH  A  NEW  Administration 
set  to  take  over  the  White 
House  in  two  months'  time, 
some  5,000  presidential  appoint- 
ments are  once  again  up  for  grabs.  If 
the  phone  rings  in  your  house  with  an 
offer,  should  you  accept  it?  One 
source  of  guidance  might  be  a  tome 
nicknamed  the  "Plum  Book,"  a  qua- 
drennial listing  of  all  5,000  govern- 
ment jobs,  their  current 
holders  and  salaries. 
Now,  the  Washington- 
based  Center  for  Excel- 
lence in  Government,  an 
organization  of  400  for- 
mer high-level  appoin- 
tees, has  published  a 
knockoff  called  The  Prune 
Hook  It  lists  the  best  of 
what's  found  in  the  larg- 
er listing — the  100  most 
important  and  powerful 
presidential  appoint- 
ments in  the  executive 
branch. 

The  PrtAne  Book  lists 
not  only  titles  and  re- 
sponsibilities but  current 
and  past  holders  of  the 
offices  over  19  years.  Ad- 
ditionally, each  job  entry 
includes  lengthy  and  de- 
tailed information  on 
what  sorts  of  qualities 
and  skills  are  demanded 
of  the  successful  appoin- 
tee, as  well  as  a  rundown 
of  dos,  don'ts  and  get- 
ahead  tips. 

Reading  The  Prune 
li(K)k.  one  is  struck  by  an 
obvious  theme  that  runs 


of  chairman  of  Martin  Marietta.  But 
the  chief  engineer  at  Douglas  packed 
up  his  wife  and  two  babies  and  headed 
for  Washington  to  run  the  research 
and  engineering  sections  in  the  De- 
fense Department.  His  wife's  reaction 
to  leaving  their  home  in  Santa  Moni- 
ca, Calif,  for  a  boxy  rental  in  McLean, 
Va.?  "She  cried." 

Augustine  left  for  a  senior  post  at 
LTV  in  1970,  but  returned  to  Wash- 
ington in  1973  as  assistant  secretary 
of  the  Army  for  RSiD  under  Richard 
Nixon.  The  result  was  an  instant  50% 
cut  in  his  $60,000-a-year  pay  at  LTV, 
and  to  make  ends  meet  his  wife  had  to 
get  a  job.  But  the  resulting  experience 
of  helping  manage  the  largest  branch 
of  the  armed  forces  made  him  a  natu- 
ral candidate  to  join  Martin  Marietta, 
a  major  defense  contractor,  which  he 
did  in  1977.  Says  Augustine  of  his 
time  in  Washington,  "It  was  the  hard- 
est I've  ever  worked  in  my  life,  includ- 
ing now.  But  if  I  were  30  years  old  and 
were  given  the  same  opportunity,  I 
would  do  it  again.  Absolutely." 

Frank  Herringer  went  to  Washing- 
ton in  1972,  at  the  age  of  28.  He  had 
just  finished  six  years  as  a  manage- 
ment consultant  with  Cresap,  Mc- 
Cormick  &  Paget,  yet  jumped  at  the 
chance  to  take  a  $10,000  pay  cut  to 
become  a  $22,000-a-year  White 
House  personnel  staffer  for  Richard 
Nixon.  Two  years  later  he  was  named 
administrator  of  the  Ur- 
ban Mass  Transportation 
Administration.  Back  in 
the  private  sector  in 
1979,  he  joined  Trans- 
america  Corp.  as  an  as- 
sistant to  the  chairman. 
Seven  years  later  he  was 
president,  and  today  has 
a  base  salary  of  $800,000. 
Says  Herringer,  now  45, 
of  his  Washington  expe- 
rience, "I  don't  think  the 
credential  itself  has  been 
that  important,  but  the 
experience  certainly 

was." 

Government  was  truly 
a  stepping-stone  for  Paul 
O'Neill,  52,  who  went  to 
Washington  in  1 96 1  as  a 
25-year-old  Veterans' 
Administration  intern, 
earning  the  princely  sum 
of  $6,435  a  year.  By  1974 
O'Neill  was  deputy  di- 
rector for  the  Office  of 
Management  &.  Budget, 
yet  was  well  aware  that 
with  college-age  kids  he 
needed  a  heftier  income 
than  his  $44,000-a-year 
OMB     salary     provided. 


Win  F T.tnvH'*  Allaux 
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Why  we  encourage 

guests 

to  take  a  walk. 

They  walk  to  Merrill  Lynch, 
Coopers  &  Ly brand,  Boston 


Common  and  major  theatres. 

Our  convenient  location  is  in 
step  with  the  Swissotel  philos- 
ophy: to  stand  for  perfection  in 
all  we  do. 

So  when  you  arrive  at  this 
perfect  point  of  departure, 
you'll  relax  in  accommoda- 
tions that  epitomize  elegance. 
Be  served  by  a  cordial  and 
efficient  staff.  Enjoy  award- 
winning  cuisine  at  Le  Marquis 
de  Lafayette. 

Happily,  our  perfectionist 
philosophy  has  spread  beyond 
Boston.  At  our  centrally 
located  hotels  in  New  York  and 
Chicago,  you'll  find  business 


and  entertainment  just  a  stroll 
away. 

For  reservations,  call 
617-451-2600  in  Boston. 
Outside  Boston,  call 
800-621-9200  or  your  travel 
agent. 

Other  fine  hotels  of  the 
Swissotel  group  in  the  United 


States: 

The  Drake  Hotel,  New  York 

The  Swiss  Grand  Hotel, 

Chicago 


».-!>-,>    fftg^r 


But  13  years  in  Washington  had 
brought  him  so  many  contacts  that  he 
scarcely  had  to  whisper  his  career- 
switch  plans  to  friends  for  unsolicited 
job  offers  to  begin  pouring  in. 

O'Neill  chose  an  offer  to  become 
vice  president  of  planning  for  Interna- 


tional Paper  at  $11 5,000  a  year.  Seven 
years  later,  in  1985,  he  was  named 
president  of  the  company,  and  last 
year  was  tapped  by  Alcoa  to  become 
chairman  and  chief  executive  officer 
at  a  base  salary  of  $575,000.  O'Neill 
says  of  his  career,  "What  I've  been 


doing  for  most  of  my  life  is  following 
my  nose.  The  only  uniformity  in  what 
I've  been  doing  is  looking  for  an  op- 
portunity and  making  a  contribution. 
It's  paid  off  very  nicely." 

For  how  others  have  fared  after 
Washington  duty,  see  table  below. 


Prune  Book  biggies 


How  do  you  gauge  the  effect  of  Washington  service  on 
one's  career?  Take  a  look  at  some  of  the  government 


servants  who  passed  through  the  Office  of  Management 
&  Budget  in  recent  years. 


Edwin  L.  Harper,  47 

Prior  job:  V.P.,  Emerson  Electric. 
Pay:  $180,000. 

0MB  job:  Deputy  director  (1981-82). 
Pay:  $60,000. 

Present  job:  Chief  financial  officer, 
Campbell  Soup  Co.  Pay:  $300,000-plus. 
Quote:  "The  family's  structure  is  com- 
pletely focused  on  the  appointee's  role.  It 
can  be  disorienting." 

Edward  Jayne  II,  44 

Prior  job:  Air  Force  officer.  Pay:  $40,000. 
0MB  job:  Associate  director  for  National 
Security  &  International  Affairs  (1977-81). 
Pay:  $52,000. 

Present  job:  V.P.,  strategic  program  de- 
velopment, McDonnell  Douglas. 
Pay:$132,000-plus.* 
Quote:  "When  ready  to  leave,  I  had  two 
dozen  offers  or  strong  job  leads." 

Daniel  Kearney,  49 

Prior  job:  Executive  director  of  Illinois 
Housing  Development  Authority. 
Pay:  $32,000. 

OMB  job:  Associate  director  for  Econom- 
ics &  Government  (1976-77).  Pay:  $36,000. 
Present  job:  Principal,  Aldrich,  Eastman 
&  Waltch.  Pay:  $400,000-plus 
Quote:  "When  you  are  passing  out  dollar 
bills,  a  lot  of  people  think  you  are 
a  great  guy." 

Frederick  Khedouri,  as 

Prior  job:  Legislative  director  for 
Representative  David  Stockman. 
OMB  job:  Associate  director  for  natural 
resources,  energy  and  science  (1981-85). 
Pay:  $72,000. 

Present  job:  Associate  director  of  Bear, 
Steams.  Pay:  $300,000-pius.** 
Quote:  "I  would  leave  before  my  son  got 
up  and  get  home  after  he  went  to  bed." 

Maurice  Mann,  59 

Prior  job:  Chict  economist  for  Federal 
Reserve  Bank  in  Cleveland.  Pay:  $9,000. 
OMB  job:  Associate  director  for  natural 
resources,  energy  and  science  (1969-70). 
Pay:  $38,000. 

Present  job:  Chairman  of  Pacific  Stock 
Exchange.  Pay:  $500,000-plus. 
Quote:  "There's  nothing  more  exciting 
than  eating  breakfast  in  the  White  House 
mess." 


•Salar\-  estimate  supplied  by  a  .Mercer  Meidinger  Hanson  sur\'e\' 
"Salan'  estimated  from  a  sur\'e\'  b\'  the  Whitnev'  Group 


Paul  O'NeiU,  52 

Prior  job:  OMB  staff.  Pay:  $36,000. 
OMB  job:  Deputy  director  (1974-77). 
Pay:  $44,000. 

Present  job:  Chairman  and  chief  execu- 
tive officer.  Aluminum  Company  of  Amer- 
ica. Pay:  $575,000  base  salary. 
Quote:  "I  worked  every  single  day  except 
for  Christmas.  It  tires  your  family  out." 

Franklin  Raines,  39 

Prior  job:  Assistant  director,  domestic 
policy  staff  for  Carter  Administration. 
Pay:  $33,000. 

OMB  job:  Associate  director  for  econom- 
ics and  government  (1978-79). 
Pay:  $50,000. 

Present  job:  General  partner,  Lazard 
Freres.  Pay:  $250,000-plus. 
Quote:  "What  do  you  do  with  somebody 
who  was  running  a  quarter  of  the  federal 
budget  but  who  had  only  six  months' 
experience  as  a  lawyer?" 

John  Sawhill,  52 

Prior  job:  Executive  vice  president,  Com- 
mercial Credit.  Pay:  $1 10,000. 
OMB  job:  Associate  director  for  natural 
resources,  energy  and  science  (1973-74). 
Pay:  $37,000. 

Present  job:  Senior  partner  and  director 
at  McKinsey.  Pay:  about  $600,000. 
Quote:  "Someone  once  said  the  experi- 
ence is  costly,  but  also  priceless." 

John  White,  51 

Prior  job:  Senior  V.P.,  Rand  Corp. 

Pay:  $65,000. 

OMB  job:  Deputy  director  (1978-81). 

Pay:  $47,000. 

Present  job:  V.P.  at  Kodak. 

Pay:$117,000-plus.' 

Quote:  "We  gave  up  the  ocean  view  in 

Malibu  for  McLean,  Va." 

Frank  Zarb,  53 

Prior  job:  An  investment  banker  for 
Shearson.  Pay:  $180,000. 
OMB  job:  Associate  director  for  natural 
resources,  energy  and  science  (1974-75). 
Pay:  $60,000. 

Present  job:  Chairman  and  chief  execu- 
tive officer  of  Smith  Barney. 
Pay:  $1  million. 

Quote:  "A  turkey  in  government  is  a  tur- 
key in  business." 


I 
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VvW 


This  isn't  just  a  baggage  tag. 
It's  a  contract. 

We  don't  think  a  system  of  handling  baggage      ^ 
should  leave  anything  to  chance.  Which  is  why 
we  take  so  many  precautions.  Like  writing 
baggage  tags  by  computer  and  not  by  hand 
(handwriting,  unfortunately,  is  often  subject 
to  interpretation). 

Our  system  works  so  well  that  we  guarantee 
you  and  your  baggage  a  smooth  trip.  And  we 
back  that  guarantee  with  cash.  If  you  or  your  bag- 
.gage  miss  a  connecting  Lufthansa  flight  when 
you  fly  Lufthansa  First  or  Business  Class  across 
the  Atlantic,  we  will  pay  you  $200. 

Call  it  a  contract.  We  do.  Everywhere  we  fly 
On  6  continents,  in  82  countries,  in  161  cities. 

People  expect  the  world  of  us. 

0  Lufthansa 

German  Airlines 


Lufthansa  is  a  participant  in  the  mileage  programs  of  United. 
Delta,  and  USAir  See  your  Travel  Agent  for  details. 


Argentina  on  $50  a  dayi 


Quitting 
the  rat  race 


By  Dyan  Machan 


A  FORMER  Peat  Marwick  ac- 
counting partner  named  Paul 
i  Terhorst  has  been  getting 
plenty  of  attention  for  a  book  he's  just 
written:  Cashing  in  on  the  American 
Dream  (Bantam,  $16.95).  He's  been 
seen  smiling  from  recent  covers  of 
Money  and  Changing  Times  magazines 
and  on  the  Oprah  Winfrey  Show, 
telling  interviewers  that  he  has 
discovered  the  secret  for  beatmg 
midcareer  frustration:  Don't  try 
harder  or  look  for  a  better  job. 
Retire  and  enjoy  yourself. 

As  Terhorst  tells  his  story, 
the  revelation  came  to  him  six 
years  ago,  at  the  tender  age  of 
33,  just  as  he  was  winding  up  a 
stint  as  head  of  the  auditing  de- 
partment of  Peat  Marwick's 
Buenos  Aires  office.  As  one  of 
the  youngest  partners  in  the  his- 
tory of  the  firm,  Terhorst  was 
reassigned  to  the  U.S.  But  even 
the  sexiest  assignments  were 
losing  their  allure.  Problems 
that  once  seemed  challenging 
had  begun  to  appear  "trivial, 
even  stupid."  He  was  sick  of  his 
job,  his  lifestyle,  all  of  it. 

He     was     making     around 

$200,000  a  year  and  living  in  a     

land  where  the  green  U.S.  dollar  is 
still  highly  prized,  living  well  on  a 
fraction  of  his  earnings.  Going  back  to 
the  U.S.  on  the  same  salary  meant 
mortgage  payments,  insurance  pay- 
ments, car  payments,  real  estate  tax- 
es, and  on  and  on.  Depressing  though 
it  was  to  admit  it,  he  feared  being 
stretched  thin  on  $200,000  a  year— 
this  for  a  couple  with  no  children. 

That's  when  the  accountant  in  Paul 
Terhorst  took  hold.  He  figured  out 
how  he  could  arrange  his  affairs  so  as 


never  to  work  another  day  in  his  life. 
He  would  liquidate  his  net  worth,  re- 
duce his  living  expenses  and  live  off 
the  interest.  He  would  need  about  $50 
per  day,  he  figured,  less  than  $20,000  a 
year  after  tax.  All  he  needed  was  a 
couple  of  hundred  grand,  and  Terhorst 
figured  he  could  easily  come  up  with 
$500,000.  There  was  $300,000  in  his 
Peat  Marwick  capital  account,  anoth- 


promising  career  early  on,  sell  all  your 

Paul  Terhorst  figured  out  a  way  to  retire  in  ::^^:S^Z^:j^^^ 
comfort  at  35  on  relatively  modest  capital,  -^--y-  Sn^Tontiat": 
But  how  m,any  people  want  to  live  in  cheapness  of  imng  costs. 

y<     -i^        ^  He   liked   Argentina's   charm,    its 

laid-back  lifestyle — even  though  he 
recognized  its  economic  weaknesses. 
Terhorst  plowed  his  entire  half-mil- 
lion into  staggered  one-year  certifi- 
cates of  deposit  that  mature  monthly 
at  various  FDIC-  and  FSLIC-insured 
banks.  Net  of  taxes  and  an  adjustment 
for  inflation,  the  plan  yields  $22,220 
in  spendable  income,  more  than 
enough,  says  Terhorst,  "to  retire  wi 
class."  His  wife,  Vicki,  a  retired  paint 
er,  handles  the  rollover  chores. 

In  Buenos  Aires,  a  steak  dirmer  foi 
two  at  a  good  restaurant  with  a  fine  ] 
local  wine  costs  less  than  $20,  tips  . 
included,  so  one  thing  the  Terhorsts 
do  a  lot  these  days  is  eat  out. 

Don't  like  Buenos  Aires?  Terhorst  f 
also   recommends   parts   of   Greece,  < 
Spain,  Mexico,  Brazil  and  Yugoslavia.  ? 
Terhorst  has  even  found  a  place  closer 
to  home — Mt.  Olive,  N.C. — outside 
Raleigh,  where  "a  nice  big  house"  cur- 
rently goes  for  around  $30,000.  Ter- 
horst also  suggests  giving  the  small 
towns  near  Mobile,  Ala.  and  Co- 
lumbia, S.C.  a  try. 

But  what  does  Terhorst  do  all 
day?  He  makes  "to-do"  lists. 
His  first  list  included  joining  a 
hospital  board,  taking  his  wife 
out  to  breakfast  regularly,  and 
learning  to  play  the  saxophone. 
Not  that  living  in  AJgenti- 
na — or  in  any  country  with  a 
sick  economy — is  all  fun.  Ter- 
horst tells  of  the  time  in  the 
Argentine  beach  town  of  Pina- 
mar  when  he  set  out  to  buy 
beer,  steaks,  bread  and  bus  tick- 
ets. The  beverage  store  was  out 
of  beer,  the  butcher  had  no  beef, 
the  bakery  no  bread,  and  the  bus 
depot  no  tickets. 

Terhorst  has  a  chapter  in  his 
book  called  "You  can  kick  the 
work  habit."  But  for  most  of  us 
hard  work  is  not  a  bad  habit  but 

a  major  means  of  fulfillment. 

Maybe  that's  why  Terhorst  has  written 
this;  the  writing  of  a  book — even  a  bad 
one — is  hard  work.  Terhorst  says  we're 
wrong,  that  writing  it  was  too  much 
fun  to  be  work.  But  are  work  and  fun 
mutually  exclusive  concepts?  For 
most  of  us,  the  dream  of  throwing-it- 
in-and-getting-away-from-it-all  is  a 
healthy  antidote  to  overwork  and  frus- 
tration, but  it's  best  left  just  that — a 
dream.  Here's  a  book  for  your  Walter 
Mitty  moods,  but  we  don't  recommend 
taking  its  message  seriously.  ■ 


I'aul  Terhorst.  V)  and  retired 
Making  '^o  do"  Uata  on  $50  a  day. 


er  $200,000  in  various  real  estate  part- 
nerships, a  final  $100,000  in  bank  sav- 
ings accounts. 

Many  executives  make  similarly 
wishful  calculations  every  day  of 
their  lives.  But  Paul  Terhorst  actually 
went  and  lived  his  fantasy.  By  Sep- 
tember 1984,  he  had  retired,  moving 
from  a  four-bedroom  Buenos  Aires 
apartment  to  a  one-bedroom  apart- 
ment only  three  blocks  away. 

Is  Terhorst's  prescription  for  you? 
Sure,   if  you're  willing  to  derail  a 
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Alaserati  man 

Anyone  who  wants  to  buy  an  im- 
ported luxury  automobile  will  be 
happy  to  learn  that  besides  Porsches, 
Mercedes,  Jaguars,  BMWs  and  Lam- 
borghinis,  there  will  now  be  several 
models  of  Maseratis  to  choose  from  as 
well.  That's  because  Modena,  Italy- 
based  Officine  Alfieri  Maserati  SpA. 
is  introducing  four  new  models  into 
the  U.S.:  the  228  Coupe  ($52,000),  the 
Spyder  ($44,000)  and  the  430  Sedan 
($43,000).  In  addition,  Chrysler  is  sell- 
ing a  joint  Maserati-Chrysler  devel- 
oped coupe,  the  $30,000  TC. 

The  man  behind  the  effort  is  Don- 
ald Morrissey,  head  of  Maserati's  U.S. 
operations.  Though  he  speaks  only  a 
few  words  of  Italian,  Morrissey  brings 
something  more  valuable  to  his  new 
job:  34  years  of  experience  at  Ford  and 
Chrysler,  and  a  keen  sense  of  what 
American  car  buyers  want.  Right  now 
they  want  luxury,  Morrissey  says. 
"Maserati  used  to  be   synonymous 


with  sports  cars.  Now  we're  going  af- 
ter the  Mercedes  market." 

Maserati  (1987  worldwide  sales, 
$225  million)  is  counting  on  Morris- 
sey, who  travels  frequently  to  Italy 
from  his  Baltimore  office,  to  boost 
U.S.  sales,  which  have  traditionally 
accounted  for  only  about  25%  of  Ma- 
serati's business.  "We've  been  im- 
porting only  1,000  cars  a  year  to  the 
U.S.,  but  we  hope  to  boost  that  num- 
ber to  2,500  three  years  from  now," 
Morrissey  says. 

In  August  Morrissey  became  chief 
executive  officer  of  Maserati  Automo- 
biles Inc.  almost  immediately  after 
retiring  from  Chrysler.  It  was  a  natu- 
ral move  for  the  57-year-old  execu- 
tive; he  had  overseen  Chrysler's  joint 
car  development  efforts  with  Maser- 
ati, in  which  Chrysler  has  a  signifi- 
cant investment  stake,  and  represent- 
ed Chrysler  on  the  Maserati  board. 
"Going  from  a  big  company  to  a  small 


company  is  a  challenge,"  says  Morris- 
sey, a  Detroit  native  who  earned  a  B.S. 
in  accounting  from  the  University  of 
Detroit  in  1953.  "But  the  medium  is 
the  same:  cars."— R.T.G. 


Music  man 

Twenty  years  ago  Tommy  Mottola 
was  a  struggling  crooner  under 
contract  to  CBS  Records.  Today  Mot- 
tola,  40,  runs  the  domestic  division  of 
the  company  for  its  new  parent,  Sony 
Corp.,  which  bought  CBS  Records  in 
January  from  CBS  for  $2  billion.  So 
what's  Mottola  doing?  "We've  started 
a  new  label  on  the  West  Coast,  called 
WTG,  to  compete  against  the  big  Los 
Angeles  labels,  like  Warner,  A&JVI 
and  Capitol,"  says  he.  "In  three  weeks 
it's  had  two  singles  in  the  Top  100 
charts."  Further  down  the  road,  Mot- 
tola sees  the  possibility  of  even  work- 
ing with  a  motion  picture  studio. 

What  Mottola  wants  to  do  right 
now,  though,  is  sign  up  new  talent  for 
CBS  Records.  It's  true  that  CBS  Rec- 
ords (estimated  1987  net  income,  over 
$200  million)  has  long  been  the  num- 
ber one  recording  house  in  the  world, 
and  20  of  its  artists  currently  have 
records  on  the  Top  100  U.S.  charts. 
But,  says  Mottola,  "I  don't  have  a 
crystal  ball.  What's  hot  today  could  be 
cold  tomorrow." 


John  Troha 


IhituiUi  Morrissn-.  chief  e.wcuiiiv  officer  <f  Maserati  Automobiles  Itic. 
Going  ttfter  the  Mercedes  market. 
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Carol  Bernson 


Tommy  Muttola  of  CBS  Records 
"I  don't  have  a  crystal  ball." 

Mottola  clearly  has  a  talent  for 
picking  winners.  For  six  years  he 
headed  Chappell  Music's  pop  music 
division,  then  founded  Champion  En- 
tertainment in  1974.  Along  the  way 
he's  helped  build  the  careers  of  such 
stars  as  Darryl  Hall  and  John  Oates, 
John  Cougar  Mellencamp  and  Carly 
Simon.  Mottola  has  also  worked  as  a 
consultant  to  CBS  for  15  years. 

Does  he  find  it  difficult  working  for 
the  Japanese?  "Not  at  all,"  he  replies. 
"They  go  with  our  decisions,  and 
they're  committed  to  long-term  de- 
velopment. We  did  not  get  that  kind 
of  commitment  from  CBS." — R.T.G. 


Money  order  maven 

Electronic  funds  transfers  are  still  a 
long  way  from  turning  the  U.S. 
into  a  checkless  society.  "We  see  the 
money  order  business  continuing  to 
grow  until  well  into  the  mid-1990s,  " 
says  Clarence  Anderson,  chairman  and 
chief  executive  of  Minneapolis-based 
Travelers  Express  Co.,  Inc.,  a  subsid- 
iary of  Greyhound,  Inc.  Travelers  Ex 
press  claims  to  be  the  number  one 
seller  of  money  orders  in  the  U.S., 
ahead  of  the  U.S.  Postal  Service,  Amer- 
ican Express,  Citicorp  and  Western 
Union.  This  year  the  firm  will  issue 
180  million  money  orders  with  a  total 
value  of  $8  billion.  Its  nearest  competi- 
tor, the  U.S.  Postal  Service,  handled 


some  140  million.  Who  uses  them? 
"An  increasing  number  of  people  who 
are  fed  up  with  the  rising  costs  of  bank 
accounts,"  says  Anderson. 

Travelers  Express  authorizes  drug- 
stores, supermarkets  or  check  cashing 
businesses  to  sell  its  money  orders 
directly  to  customers.  The  firm  then 
splits  the  fees  with  the  sellers.  Those 
fees  usually  run  about  a  dollar,  but 
merchants  sometimes  discount  them 
by  as  much  as  70  cents  to  draw  in 
more  customers. 

Travelers  Express  was  founded  in 
Minneapolis  in  1940  and  was  bought 
by  Greyhound  in  1965.  Anderson, 
now  64,  joined  Travelers  in  1958  and 
became  president  of  the  Travelers  op- 
eration ten  years  ago  and  chairman 
this  June.  Anderson  says  that  Trave- 
lers' profits  have  continued  to  grow 
through  the  years  (although  Grey- 
hound refuses  to  release  the  subsidi- 
ary's financial  data).  But  he  agrees 
that  electronic  funds  transfers  will 
eventually  blunt  the  growth  of  the 
money  order  business. 

Thus,  under  Anderson,  Travelers 
in  1982  bought  100%  ownership  of 
Quantum,  an  electronic  funds  trans- 
fer company.  "We  want  to  develop 
Quantum's  computer  capabilities  so 
that  in  future  we  will  be  able  to  pro- 
vide other  financial  services,"  Ander- 
son says. — R.T.G. 


Pension  protector 

The  agency's  truly  traumatic  days 
started  when  I  became  executive 
director."  So  says  Kathleen  Utgoff,  40, 
head  of  the  Pension  Benefit  Guaranty 
Corp.,  the  government  agency  that  in- 
sures the  pensions  of  nearly  40  mil- 
lion U.S.  workers,  and  it's  no  jokey 
overstatement.  In  her  second  week  on 
the  job,  Allis-Chalmers  terminated  its 
underfunded  pension  plan,  sticking 
Utgoff 's  outfit  with  $170  million  in 
liabilities.  Over  the  next  two  years 
Utgoff  watched  in  horror  as  the  agen- 
cy's deficit  rocketed  from  $400  mil- 
lion to  $4  billion,  including  $2  billion 
in  liabilities  alone  from  LTV's  pen- 
sion plan. 

What  happened?  Two  things,  says 
Utgoff.  Big,  financially  troubled  firms 
with  underfunded  plans  have  failed  to 
meet  their  pension  obligations,  and 
were  practically  encouraged  by  the 
law  to  dump  their  liabilities  in  the 
hands  of  the  PBGC.  There  was  also  a 
longer-term  threat  of  a  decline  in  the 
number  of  healthy  companies  offering 
the  most  common  type  of  pension, 
the  defined  benefit  plan.  That  would 
add  to  the  PBGC's  woes  by  reducing 
payments  to  its  insurance  fund. 

Despite  these  obstacles,  Utgoff  has 
managed  to  keep  PBGC  from  sliding 
into  bankruptcy.  Help  has  come  by 
way  of  federal  legislation  passed  late 


I  j^Tie  Kenneth' 


Clarence  Anderson,  clMiniian  oj  Travelers  Express  Co. 
More  popular  than  the  post  office. 
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Dur  annual  report 
ill  do  wonders 


tor  yours. 


'his  January,  the  first  issue  that 
-EOs  all  across  America  will 
ackle  will  be  Forbes' 4 1st 
mnual  Report  on  American 
ndustry.  It's  no  wonder  this  spe- 
ial  issue  is  of  such  interest  to 
Vmerica's  business  leaders.  It 
,ives  an  overview  of  the  year's 
jusiness  performance  and 
rends,  measuring  over  1,200  of 
he  country's  most  important 
companies.  It's  the  most  com- 
)lete  and  comprehensive  survey 
)f  its  kind  in  American  business 
oumalism. 

Far  more  than  just  a  collec- 
;ion  of  statistics,  the  Annual 
Report  on  American  Industry  is 
a  painstakingly  researched  pro- 
duct of  Forbes'  over  four  decades 
covering  the  business  scene.  It 
profiles  over  30  industry  groups 
and  ranks  the  major  companies 
in  each  according  to  their 
growth,  profitability  and  stock 
market  performance.  This  year 
Forbes  will  also  select  each  in- 


dustry's unsung  turnarounds 
To  complete  the  rankings, 
Forbes  compares  the  major 
industries — using  the  same 
performance  measures 
for  each — to  determine 
the  strengths  and 
weaknesses  in  the  U.S. 
economy  as  a  whole. 
As  a  result,  our  annual  report 
is  an  indispensable  year-round 
reference — not  just  for  business 
leaders,  but  for  investors  of 
all  levels  as  well. 

The  Annual  Report  on  Amer- 
ican Industry  is  just  one  exam- 
ple of  how  Forbes  gives  both 
executives  and  investors  the 
information  they  need  in  a  form 
they  can  use.  So  it's  no  wonder 
Forbes  attracts  the  cream  of  the 
business  scene.  Subscribers  who 
have  personal  portfolios  worth 
an  average  of  $899,000,  an  aver- 
age personal  income  of  $139,000 
and  an  average  household 
income  of  $162,000— with  one 


out  of  three  a  millionaire. 

If  you  want  your  advertising 
to  reach  those  at  the  top  of  the 
economic  heap,  you  can't  top 
Forbes.  Particularly  since  it's  the 
lowest  in  cost  of  the  leading  busi- 
ness magazines  for  reaching  them. 

It's  no  wonder  that  an  ad  in 
our  annual  report  could  do 
wonders  for  yours. 

Make  sure  you  get  your 
year  off  to  a  good  start. 
Closing  dates  for  this 
Jan.  9  issue  are  Dec.  5  for 
full  pages  and  Nov.  28  for 
partial  pages. 


Put  your  message  in  the  magazine  that  tells  it  like  it  is. 


Forbes 

Capitalist 'Rm)!' 


Kaiherine  Lamben 


Kathleen  Utgoff,  bead  of  the  Petision  Bettefit  Guaranty  Corp 
Trauma  from  Day  One. 


last  year  that  makes  it  tougher  for 
companies  to  abandon  pension  obliga- 
tions. To  strengthen  the  agency's  fi- 
nances, the  legislation  also  boosted 
insurance  premiums  early  this  year 
from  $8.50  to  $16  per  employee  and 
requires  larger  contributions  from  un- 
derfunded plans. 

The  reforms  have  yet  to  reduce  that 
$4  billion  deficit,  but  cash  flow  is 
positive  for  the  first  time  in  three 
years.  "About  a  year  ago  we  figured 
the  revolving  fund  we  pay  benefits  out 
of  had  IVi  years  [left],"  says  Utgoff. 
"Now  that  fund  is  safe  well  into  the 
next  century." — Ruth  Simon 


Turnarounds  for  fun 
and  nonprofit 

When  I  walk  into  a  bank's  board- 
room, I  throw  three  documents 
on  the  table,"  says  Philip  Scherer.  "If 
the  bank  doesn't  like  the  company's 
turnaround  plan,  I'm  ready  with  the 
Chapter  1 1  filing  and  the  lender  liabil- 
ity lawsuit."  That  advice  hasn't  made 
the  39-year-old  founder  and  executive 
director  of  the  nonprofit  Turnaround 
Management  Association  popular 
among  bankers.  But  it  has  made  him 
one  of  the  most  sought-after  corporate 
turnaround  consultants  in  the  U.S. 

Scherer's  secret?  Nuts-and-bolts 
analyses  of  what  companies  need  to 
do  to  get  back  in  shape,  such  as  reduc- 
ing inventory,  cutting  out  unprofit- 
able product  lines  and  focusing  on 
what  the  firm  does  best.  Armed  with  a 
database  that  tracks  900  turnarounds, 
Scherer  delights  in  digging  into  the 
weak   underpinnings   of   companies. 


His  research  shows,  for  example,  that 
in  70%  of  all  LBOs  done  from  1986 
through  June  of  this  year,  the  compa- 
nies underwent  often  drastic  changes, 
including  total  financial  restructur- 
ings, after  the  buyouts  were  complet- 
ed. "The  lesson,"  says  Scherer,  "is 
that  what  you  think  you're  buying 
today  IS  not  what  you're  going  to  get 
tomorrow,  even  after  the  company 
makes  adjustments  for  the  LEO." 


Faces 
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Scherer  started  doing  tumaroimds 
for  a  venture  capitalist  in  Green  Bay, 
Wis.  in  1974,  when  the  field  was  con- 
siderably smaller.  He  quit  the  busi- 
ness in  1982  to  get  an  M.B.A.  and  a 
Ph.D.  in  business  from  Michigan 
State,  then  founded  his  turnaround 
association  with  a  grant  from  the  Uni- 
versity of  North  Carolina  at  Chapel 
Hill,  which  stipulated  that  the  associ- 
ation be  nonprofit.  It  has  remained  so, 
supporting  a  staff  of  eight. 

TMA  clients  are  expected  to  make 
donations  of  $1,000  a  day — less  than 
what  consultants  normally  charge. 
TMA  uses  its  contributions  to  fund 
its  research. 

With  turnarounds  so  hot  on  Wall. 
Street,  why  does  Scherer  stay  with  a 
nonprofit  operation,  earning  a  mere 
$100,000  salary  by  acting  as  an  advis- 
er to  fund  managers  like  Weiss,  Peck 
&.  Greer?  "The  nonprofit  nature  of  the 
association  allows  me  to  talk  freely 
with  everyone  in  this  business,"  he 
says.  "If  I  formed  my  own  company 
I'd  become  just  another  suspect 
player." — Laura  Jereski 


Philip  Scherer,  director  of  the  Turnaround  Managetnetif  Association 
Nuts-and-bolts  analyses  of  what  companies  need  to  do. 
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INDEPENDENT  PERFORMANCE  TRACKING 
OF  MUTUAL  FUNDS 

FW  brings  you  the  most  comprehensive  ongoing  coverage  of  mutual 
funds  of  any  magazine  in  America . . . 

Every  two  weeks — Fund  Watch  spotlights  the  hot  mutual  funds . . .  and 
the  dogs.  And  Selected  Issues  shows  you  the  actual  portfolio  choices  of 
the  best  performing  funds. 

Every  other  month — FW's  Independent  Appraisals  tracks  over 
800  mutual  funds  with  year  to  date  and  three  year  A+  to  D  performance 
ratings,  plus  risk  analysis. 

Quarterly — FW's  Mutual  Fund  Round-up  offers  pages  of  compar- 
ative performance  stats,  rankings,  and  penetrating  closeups  of  winners 
and  losers. 

Year  End  Summary — You  get  the  best,  most  complete  tabular 
summary  of  all  the  final  numbers  on  over  800  major  funds. 

GREAT  STOCK  RECOMMENDATIONS! 

FW  gives  you  concise,  hard-hitting  analysis  and  commentary  to  give 
you  the  reasons  behind  each  stock  recommendation.  Every  other  month 
there's  a  special  pullout  section  tracking  all  3,000  stocks  on  the  NYSE, 
AMEX  and  NASDAQ  national  market  with  23  key  financial  indicators  and 
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The  Forbes/WUshire  5000  Review 


Edited  by  Steve  Kichen 


Declining  prices  tend  to  bring  out  the  pessimists.  Investors 
Intelligence,  a  New  Rochelle,  N.Y.  newsletter,  has  tracked 
the  ratio  of  buUish  to  bearish  investment  advisers  for  over 
25  years.  Editor  Michael  Burke  notes  that  the  ratio  briefly 
climbed  above  1  this  Oct.  19 — i.e.,  there  were  more  bulls 
than  bears.  That  was  a  good  time  to  sell  into  strength. 
Two  days  later  the  Dow  hit  a  postcrash  high. 

Now,  only  a  few  weeks  later,  Burke's  indicator  shows  a 
ratio  of  0.78  (35  bulls  to  45  bears).  But  that  isn't  a  bad  sign 


for  the  market.  The  last  time  there  was  a  considerable 
amount  of  bullishness  was  August  1987,  just  when  the 
market  peaked.  That's  why  sentiment  indicators  such  as 
Burke's  are  used  by  many  as  contrarian  indicators.  Burke 
insists  that  no  correction  is  due  until  the  ratio  exceeds  1. 
And  so  Burke  now  expects  stock  prices  to  rise  as  available 
cash  is  moved  into  the  market. 

Over  the  last  two  weeks  the  Dow  industrials  dropped 
1.7%,  while  the  Wilshire  index  was  off  2.4%. 


Closeup  On  the  Equity  Markets 


Perfomuuice  of  six  leading  indexes 

Percent  change 

Wilshiie 
5000 

Forbes 
500^ 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-1.0 

-0.6 

-0.2 

-0.7 

-2.1 

-1.2 

in  last  52  weeks 

11.9 

10.5 

9.5 

11.2 

16.6 

16.7 

Stock  perfrnmanee  based  on  six  k^  investor  yardsticks 

Percent  change 

Company  size 

Volatility^ 

P/E  multiple 

Dividend  yield 

Growth  profile* 

Share  price 

large 

small 

high 

low 

over  21 

under  8 

over  4.5% 

none 

high 

low 

over  $34 

under  $4 

in  last  4  weeks 

-1.6 

-0.5 

-1.1 

1.2 

-1.9 

0.6 

-0.9 

2.4 

-1.4 

0.1 

-0.6 

-2.7 

in  last  52  weeks 

15.6 

51.5 

59.3 

24.8 

27.3 

30.0 

17.8 

69.6 

56.9 

24.7 

20.8 

42.4 

Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  'Based  on  sales. 
A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable  ^A  quantitative  evaluation  of  a  stock's 
growth  image,  determined  by  Wilshire  Associates 

Note:  All  data  for  periods  ending  11/04/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.  ^"^  """ 
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Where  the  Action  Is 


Utility  stocks,  of  the  nine  Wilshire  sectors,  show  the 
smallest  two-week  loss  and  the  only  gain  over  the  last 
four  weeks.  Gary  F.  Hovis,  director  of  utility  research  at 
New  York-based  Argus  Research,  explains  the  recent  pop- 
ularity of  utilities:  "If  we  ever  got  in  a  real  whiz  bang  of  a 
recession  and  a  lot  of  this  leveraged  buyout  debt  defaulted, 
then  the  assets  behind  a  utility  are  a  safety  factor."  Hovis 


thinks  investors  are  also  attracted  by  the  potential  returns 
of  utilities:  "With  [some]  sound  utility  stocks  today  the 
yield  is  around  8%  to  8.5%,  and  you  could  probably  get  2 
or  3  stock  points  in  a  year"  of  price  appreciation.  That 
would  generate  a  total  return  of  14%  to  15%. 

Technology  was  the  weakest-performing  group  over  the 
last  two  weeks.  Cray  Research  fell  almost  20% . 


Percent  change  in  last  52  weeks  OO  Percent  change  in  last  2  weeks 
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What  the  Analysts  Think 


Analysts  responded  to  healthy  fall  auto  sales  by  raising 
1988  earnings  estimates  for  several  auto  manufacturers. 
Forecasts  for  Honda,  General  Motors  and  Ford  were  raised 


in  the  last  two  weeks  from  14  cents  to  22  cents.  Chrysler's 
1988  estimate  was  cut  by  a  dime.  The  consumer  durables 
sector  shows  the  best  improvement  in  earnings  estimates. 


1 

Awecasting  the  rorbes  Sales  SOO 

Rank  based  on 
change  in  estimate               Sector 

Estimated  1988 
EPS             P/E 

%  change  in  1988  estimate  1 
in  2  weeks       in  4  weeks    l| 

Average 
Performance        earnings  per 
period                   share          P/E 

1                         Consumer  durables 

$4.83 

10.8 

0.66% 

0.95% 

2                          Transportation 

2.27 

12.2 

0.37 

0.62 

3                         Raw  materials 

3.19 

9.5 

0.17 

0.16 

latest  12  months            $3.25         12.1 

1988  estimates                 3.58         11.0 

1989  estimates                  3.96            9.9 

4                         Capital  goods 

2.61 

14.0 

0.05 

-0.41 

5                         Consumer  nondurables 

2.51 

14.3 

-O.07 

-0.35 

6                          Utilities 

2.38 

10.5 

-0.10 

-0.22 

7                         Energy 

3.23 

12.0 

-0.11 

-0.25 

8                         Finance 

3.36 

8.8 

-0.33 

-1.00 

9                         Technology 

2.97 

11.6 

-0.54 

-1.36 

EaniinRS  proicttions  an-  capitdlizatum-wcightcd  const.  * 
Estimdtc  System  (IBfcS),  a  service  oi  Lynch,  )oncs  if*.  Ry 

m 

t-siimatcs  (rom  over  3,000  security  analysts.  Data  arc 
New  York  based  brokerage  firm 

compiled  and  updated  con 

tinually  by  the  Institutional  Brokers  i 

Note:  All  data  for  periods  ending  1 1/04/88  Prepared  by  Wi    i     e  Associates,  Sanu  Monica,  Cali/.j  IBES,  a  service 
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rhe  Chinese  know  we  mean  business  China- 


>ne  of  the  business  world's  final  frontiers,  if  you 
Jo  business  there,  you  know  precisely  how 
lighly  our  magazine  is  regarded.  With  our  sub- 
stantial readership  of  500,000,  we  are,  very  sim- 
ply, China's  link  to  the  world  business  commu- 
lity.  We  are  the  international  business  handbook 
of  top  government  and  trade  officials,  if  you  are 
considering  marketing  to  China,  consider  also 
that  for  very  low  cost  your  ad  can  run  in  Business 
Week's  International  Business  and  Management 


For  further  information  contact:  Hal  Berry  212/512-3867 


The  Forbes/TUCS  Institutional  PortfoUo  Report 


Edited  by  Steve  Kichen 


In  our  quarterly  review  of  institutional  portfolios,  IBM 
sticks  out  as  an  unfavorite.  It  is  the  most  underrepresented 
stock  (relative  to  its  size)  and  gets  more  so  all  the  time. 
The  table  on  the  facing  page,  "Where  the  institutions  are," 
shows  that  IBM  makes  up  4.3%  of  the  Wilshire  5000  but 
only  1.7%  of  the  typical  institutional  stock  portfolio.  In 
the  table  below  at  right,  "Position  changes,"  IBM  tops  the 
selloffs.  Institutions  liquidated  6.3%  of  their  shares  in  the 
third  quarter,  contributing  to  IBM's  weak  performance. 

In  the  12  months  ended  Sept.  30,  beginning  just  before 
the  crash,  the  market  obviously  did  not  fare  well.  But  some 
styles  of  stock  picking  fared  better  than  others.  So-called 
value  investors,  who  look  for  low  price/earnings  and  low 
price/book  value  ratios,  lost  a  median  7.1%  over  the  past 
four  quarters.  Growth-stock  managers,  on  the  other  hand, 
were  off  a  median  13.2%  (see  table  below  at  left). 

While  the  market  was  falling,  pension  funds  were  cash- 
ing out.  The  table  at  right,  "Segment  performance  and  cash 
flows,"  shows  that  institutions  reduced  their  equity  by 
2.3% .  (This  figure  is  adjusted  to  back  out  any  changes  in 
the  value  of  the  underlying  securities.)  Were  they  shifting 
into  bonds?  No.  They  cut  their  bond  portfolios  by  8%.  Yet, 
since  bonds  provided  a  healthy  12.3%  positive  return  over 
the  period,  the  funds'  final  bond  position  was  up  slightly. 

Pension  accounts  experienced  a  net  outflow  of  5.2%  of 
assets  over  the  past  year.  How  come?  With  interest  rates 
high,  many  corporate  pension  pools  became  overfunded;  as 
a  result,  many  managements  drew  down  the  overf  unding  for 
corporate  purposes  or  for  helping  to  finance  buyouts.  All 
these  data  come  from  Santa  Monica-based  Wilshire  Asso- 
ciates. Wilshire 's  Trust  Universe  Comparison  Service  moni- 
tors over  $360  billion  in  4,500  pension  fund  accounts. 

While  equity  and  fixed  income  were  liquidated,  institu- 
tional cash  holdings  were  up  by  3.6%  for  the  quarter  ended 
Sept.  30,  to  10.8%  of  the  portfolio.  To  a  contrarian,  then, 
both  stocks  and  bonds  may  be  good  buys.  Bennett  Shaver, 
executive  director  of  the  Maryland  state  retirement  fund, 
seems  to  think  they  are.  Shaver  gained  recognition  for  his 
timing  in  moving  almost  30%  of  his  portfolio's  assets  out 
of  stocks  right  before  last  October's  collapse.  Since  then, 
however,  he  has  cut  his  cash  to  6% .  "I'm  not  surprised  to 
see  a  number  of  people  increasing  their  exposure  to  cash, 
(which)  dampens  the  volatility  of  the  whole  portfolio,"  he 
says.  He  just  thinks  their  timing  is  wrong. 


How  diKerent  managers 

performed 

Manager  style 

Total  retum'- 

recent  quarter     12  months 

24  months* 

Diversified 

0.4% 

-9.3% 

12.1% 

Growth 

-1.2 

-I.V2 

11.1 

Growth — emerging 

-1.7 

-97 

10.7 

Market  timer 

0.6 

-9.6 

11.5 

Sector  rotator 

-0.5 

-10.5 

9.5 

Value 

1.3 

-7.1 

11.7 

Where  the  institutions  put 

their  money 

Segment 

— Portfolio 

most  recent 

quarter 

weighting- 
previous 
quarter 

Equity 

60.0% 

60.1% 

Fixed  income 

28.6 

28.9 

Cash  and  equivalents 

10.8 

10.4 

Convertibles 

0.1 

0.1 

Other' 

0.5 

0.5 

Equity  portfolio  characteristics 

Institutional 
portfolios 

Wilshire 
5000 

Price/earnings  ratio 

14.7 

13.2 

Dividend  yield 

3.4% 

3.3% 

Beta^ 

1.05 

1.06 

Price/sales  ratio 

1.30 

1.36 

Price/book  ratio 

2.81 

2.35 

Segment  performance 

and  cash  flows 

— Most  recent  quarter — 
median             shift  in 
total           institutional 
Segment                return              holdings 

—Latest  12  months — 
median             shift  in 

total           institutional 
return             holdings 

Equity                   -0.1% 

-0.7% 

-11.2% 

-2.3% 

Fixed  income           1.8 

-1.6 

12.3 

-8.0 

Cash  equiv              2.0 

3.6 

7.5 

0.3 

Convertibles         -0.1 

-0.3 

^.5 

-1.9 

Other'                     08 

-0.1 

7.3 

-3.8 

Toul                0.5 

-1.2 

-1.1 

-5.2 

Position  changes:  These  securities  had  the  greatest 
relative  change  in  holdings  over  the  last  quarter 

Increase 
in 
Security                  holdings 

Total 
quarter 
return 

Decrease 
in 
Security               holdings 

Total 
quarter 
return 

Wal-Mart                   3.1% 

5.4% 

IBM                         -6.3% 

-8.6% 

Amoco                       2.3 

2.5 

Exxon                     -6.2 

-0.2 

Bell  Atlantic               2.1 

1.6 

General  Motors     -3.8 

-4.9 

Am  Info  Tech             1.7 

4.8 

General  Electric    -3.2 

-0.3 

Quaker  Oats               1 .6 

22.3 

Ford  Motor             -2.8 

-2.9 

Kroger                        1.5 

60.1 

Mobil                     -2.6 

-0.7 

Coca-Cola                   1.5 

13.0 

Caterpillar             -2.5 

-14.9 

American  Intl  Gp      1.5 

13.7 

Hewlett-Packard   -2.5 

-10.4 

Apple  Computer        1 .4 

-6.3 

ITT                        -2.3 

^.5 

Waste  Mgmt              1.4 

18.0 

Schlumbcrgei        -2.3 

1.7 

'Real  csiaic,  lorcign  invcsiniem.v,  \ernure  t  apiial.  f^aaranti-ed  insurance  coniraci.s     "A  measure  of  risk.  A  stock  wich  a  beta  of  1 .00  tends  to  move  up  or  down  at  the  same 

rate  as  tfie  S&P  SOO      'Includes  all  forms  of  investment.s     ''Figures  for  24  months  are  annualized 

Note  Data  for  quaner  ending  9/3CV88  Prepared  b\  the  Trust  l  diverse  Comparison  Senice  (TliCS*),  a  senice  of  U'ilshire  .As.sociates,  Santa  Monica,  Calif 


282 


FORBES,  NOVEMBER  28,  1988 


^^^^^^^■J^^^^^^^^^H 

where  the  institutions  are — and  aren't 

Most  overweighted  relative  to  Wilshire  5000 

Most  underweighted  relative  to  Wilshire  5000 

%  of 

Security 

o/    „t 

institutional 
Security                                                      universe 

Wilshire 
5000 

institutional 
universe 

Wilshire 
5000 

Apple  Computer                                           0.7% 

0.2% 

IBM 

1.7% 

4.3% 

Philip  Morris                                                 1.3 

1.0 

Exxon 

0.6 

3.0 

Waste  Mgmt                                                 0.6 

0.3 

General  Electric 

1.2 

2.3 

Compaq  Computer                                       0  3 

0.0* 

Royal  Dutch  Petroleum 

0.4 

1.5 

Computer  Associates                                    0.3 

0.0* 

British  Petroleum 

0.2 

1.2 

Warner  Communications                             0.4 

0.2 

AT&T 

0.6 

1.6 

MCI  Communications                                 0.3 

0.1 

EI  du  Pont  de  Nemoius 

0.5 

1.2 

Alcoa                                                             0.4 

0,2 

Chevron 

0.4 

0.9 

Kmart                                                           0.5 

0.3 

MobU 

0.5 

1.0 

Wal-Mart                                                       1.0 

0.8 

BellSouth                  jmii^ 

0.6 

1.1 

Hmida  is  now  tme  of  the  big  three.  For  the  first  time, 
pension  fund  managers  are  holding  more  stock  in  Honda 
than  in  Chrysler.  The  Japanese  automaker  had  a  total  return 
of  27.1%  for  the  quarter  while  the  three  domestic  firms 
showed  small  losses.  Meanwhile,  the  institutions  sharply 
reduced  their  energy  holdings,  from  9.3%  of  the  TUCS 


universe  in  June  to  only  7.3%  in  September.  Exxon,  Mobil 
and  Schlumberger  posted  the  biggest  decreases  in  holdings  of 
the  energy  group.  Of  the  ten  stocks  most  underweighted  in 
pension  portfolios  relative  to  the  Wilshire  index,  five  are 
energy  companies.  This  might  be  a  good  time  for  patient 
contrarian  investors  to  look  at  the  oil  industry. 


Sector  activity  and  top  holdings 

%  of  institutional  portfolio: 

■     most  recent  quarter          ■    previous  quarter 

Capital  goods 

5.8%     5.4% 

Consumer  durables 

3.9%     4.8% 

Consimier  nondurables 

30.4%     28.1% 

total  return 

total  return 

total  return 

General  Electric 

-0.3% 

General  Motors 

-4.9% 

Philip  Mortis 

16.7% 

Emerson  Electric 

-^.5 

Ford  Motor 

-2.9 

Merck 

3.3 

Westinghouse  Electric 

-5.3 

Honda  Motor 

27.1 

Wal-Mart 

5.4 

Caterpillar 

-14.9 

Chrysler 

-0.5 

Coca-Cola 

13.0 

Deere  &  Co 

-3.1 

Goodyear  Tire  &  Rubber 

-9.5 

Sears  Roebuck 

4.9 

Energy 

7.3%     9.3% 

Finance 

12.6%     12.3% 

Raw  materials 

14.9%      14.1% 

total  return 

total  return 

total  return 

Amoco 

2.5% 

American  Express 

2.5% 

Waste  Management 

18.0% 

Exxon 

-0.2 

American  Intl  Group 

13.7 

Dow  Chemical 

-^.5 

Atlantic  Richfield 

-2.7 

Citicorp 

6.7 

EI  du  Pont  de  Nemours 

-11.0 

Mobil 

-0.7 

JP  Morgan 

-2.3 

Alcoa 

-0.3 

Royal  Dutch  Petroleum 

-1.7 

Cigna 

15.8 

Monsanto 

-10.4 

Technology 

16.6%     16.5% 

Transportation 

3.7%     4.4% 

Utilities 

4.8%     4.8% 

total  return 

total  return 

total  return 

IBM 

-8.6% 

Union  Pacific 

-7.0% 

AT&T 

-1.7% 

Digital  Equipment 

-18.3 

Federal  Express 

7.2 

BellSouth 

-2.1 

Apple  Computer 

-6.3 

Norfolk  Southern 

2.0 

Nynex 

0.4 

Boeing 

9.9 

CSX 

14.9 

Bell  Atlantic 

1.6 

Hewlett-Packard 

-10.4 

Ryder  System 

-16.3 

GTE 

13.4 

"Exaa  figure  is  less  than  0.05%. 
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No.  1  in  a  series  on  how  to  advertise  to  Mature  Am 


A  PUBLICATION  OF  AARP 


Mature  Americans.  The  Daniel  Yankelovich  Group,  In 


on't  make  a  long  story  short. 


Give  them  the  ingredients.  The  warranties.  The  test  results, 
lature  Americans  are  experienced  shoppers  who've  learned  from  a  life- 
me  of  buying  experiences.  They've  bought  their  share  of  "lemons."  Now 
ley  take  the  time  to  analyze.  Evaluate.  They  won't  make  a  buying  decision 
ased  on  15  television  seconds.  To  get  the  full  story,  they'll  hear  you  out, 
eading  every  word  of  copy  that  gives  them  the  straight  scoop.  Just 
ompleted  Yankelovich  research*  shows  that  50  and  over  is  as  brand- 
urious  as  it  is  brand  loyal,  with  an  intense  need  to  know  about  new  products. 
5ut  don't  expect  change  for  the  sake  of  change.  These  experienced  buyers 
leed  compelling  reasons,  the  more  the  better.  Modern  Maturity  Magazine 
s  full  of  in-depth  information  that  helps  Mature  America  begin  new 
ifetimes.  The  circulation  is  19.4  million  strong  and  strongly  attached  to 
heir  magazine.  For  more  lessons  about  America's  largest  population  group 
md  its  magazine  Modern  Maturity,  call  Peter  Hanson  at  (212)  599-1880. 


Modern  IVfeturity 

The  beginning  of  a  new  lifetime. 


194  MILLION  RATE  BASE  EFFECTIVE  FEBRUARY/MARCH  1989 

J 


Statistical  Spotlight 


Consumer  goods  companies  get  taken 
over  at  fancy  prices  on  account  of  their 
precious  brand  names.  So  who  else  besides 
Kraft  owns  good  brands? 

What's  in  a  name? 
Billions. 


By  Evan  Stnrza 


GRAND  Metropolitan  Pic. 
made  a  $5.2  billion  offer  for 
Minneapolis-based  Pillsbury 
Co.,  but  not  because  it  was  impressed 
by  Pillsbury's  management  or  its  re- 
turn on  equity.  The  British  conglom- 


erate wanted  to  capture  Pillsbury's 
brands,  which  include  Hungry  Jack 
and  Pillsbury's  Best  in  baking  goods, 
Haagen-Dazs  in  ice  cream.  Green  Gi- 
ant in  vegetables  and  Van  de  Kamp's 
in  frozen  fish. 

Grand  Met's  latest  offer  is  24  times 
Pillsbury's  latest  12-month  earnings. 


Even  at  this  high  multiple,  Grand 
Met,  like  many  corporations,  must 
feel  it  is  cheaper  to  buy  than  to  build. 
Pillsbury  has  spent  billions  to  adver- 
tise its  brands  and  to  set  up  global 
distribution  networks.  This  long  pro- 
cess has  made  Pillsbury  into  what  fad- 
following  imitators  of  Warren  Buifett 
call  a  "consumer  franchise." 

The  franchise  mania  might  come  to 
an  abrupt  end.  But  as  long  as  it  lasts 
there  is  money  to  be  made  in  package 
goods  companies,  at  least  on  Wall 
Street.  Whether  the  takeover  game 
also  enriches  the  purchasers  is,  of 
course,  another  matter. 

Forbes  last  looked  at  corporations 
with  strong  brand  names  tluee  years 
ago  (Forbes,  Aug.  12,  1985].  Of  the  14 
companies  on  that  list,  6  have  been 
the  subject  of  tender  offers,  including 
Pillsbury  and  Kraft.  Thanks  in  large 
part  to  those  deals,  the  group  is  up  a 
handsome  116%,  versus  45%  for  the 
S&P  500.  (We  assumed  that  stock- 
holdings in  these  acquired  companies 
were  reinvested  in  the  S&P  500.) 

Below  are  20  companies  with  wide- 
ly recognizable  names  and  products. 
All  have  sales  over  $500  million  and 
insider  ownership  of  less  than  15%  of 


Premium  brands 

Kraft's  market  value  shot  up  $4  billion  when  Philip 
Morris  announced  its  intention  to  acquire  the  pro- 

cessed-food  giant.  Here  are  20  other  financially  sound 
companies  with  well-known  consumer  brands. 

Company/brand  names  or  products 

Price 

recent          52-week 
change 

EPS 

latest 
12  mo 

1989 
est 

P 

sales 

Yield 

Sales 

(mil) 

cash  flow 

Schering-Plough/Scholls,  Maybelline,  Coppcrtone 

56  W 

26% 

$3.31 

$4.11 

2.34 

14.9 

2.8% 

$2,699 

CPC  Intl/Hellmann's,  Skippy,  Mazola 

54 

26 

3.57 

4.16 

0.88 

9.7 

3.0 

4,903 

Sara  Lee/Hanes,  Kahn's,  Fuller  Brush 

46  V4 

21 

2.94 

3.76 

0.50 

12.0 

3.1 

10,424 

RaUton  Purina/Wonder,  Hostess,  Eveready 

81% 

20 

5.16 

6.31 

0.95 

11.1 

1.8 

5,868 

Kimbetly-Clark/Huggies,  Kotex,  Kleenex 

59  W 

18 

4.52 

5.49 

0.97 

9.4 

2.7 

4,885 

American  Brands/Pall  Mall,  Master  Lock,  jim  Beam 

55  V, 

10 

525 

59'' 

1.03 

9.7 

4.4 

5,036 

Borden/Wise,  Elmer's,  ReaLcmon 

57 

10 

4.05 

4.87 

0.64 

9.8 

2.7 

6,514 

(ohnson  &  lohnson/TylcnoI,  Band-Aid,  Stayfree 

87 

9 

5.56 

6.55 

1.84 

12.6 

2.3 

8,012 

Gillette/ Atra,  Right  Guard,  Paper  Mate 

36'/ii 

6 

2.33 

2.86 

1.10 

11.7 

2.4 

3,167 

American  Home  Prod/Anacm,  Advil 

82'/! 

5 

6.22 

7.13 

2.38 

12.5 

4.4 

5,028 

Bristol-Myers/C.'Uirol,  Drano,  Excedrin 

44 '» 

4 

2.80 

3.31 

2.36 

15.5 

3.8 

5,401 

Colgate-Palmolive/Aiax,  Irish  Spring,  Fresh  Start 

46 

3 

2.76 

3.88 

0.56 

10.4 

3.2 

5,648 

Waraet-Umbert/Listerine,  Rolaids,  Tndent 

75% 

2 

4.81 

5.81 

1.49 

13.8 

2.9 

3,485 

Anheuser-Busch/Budweiser,  Eagle  Snacks 

3m 

2 

2.38 

2.80 

1.12 

10.2 

2.3 

8,258 

Stoti  Paper/Soottics  Cottonellc 

^S"'. 

■) 

3  60 

4.35 

0.69 

5  7 

2.1 

4,122 

Procter  &  Gamble.' Ivory  Soap,  Charmin,  Folgcr's 

82y4 

-4 

6.23 

7.37 

0.72 

10.0 

3.4 

19,336 

Tambrands/Tampax,  f  is-i  Response 

58  W 

-5 

3.86 

4.41 

2.42 

14.6 

3.5 

539 

Pfizer/Visint,  Ben  Cay 

57M. 

-6 

4.68 

5.18 

1.92 

11.1 

3.5 

4,920 

Abbott  Labs/Murinc,  St  Kun  Blue,  Similac 

48^^ 

-7 

3.18 

3.86 

2.51 

12.6 

2.5 

4,388 

SmilhKline  Beckinaii                  ~i;ie-Off 

45% 

-15 

4.45 

4.39 

1.32 

7.4 

4.0 

4,329 

Stnu  c^<i■  /ttstitidtioiuil  Hn  ikiis  Estmuue 

System  (IHFS). 

a  senice  cf  Lyndy.  Jones  €-  Ryan.  Media  GctwrtU  Bod)  lia  Lotus  CD  Ini'estmeru 
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the  outstanding  stock.  We  eliminated 
firms  with  P/Es  over  18,  that  don't 
pay  a  dividend  or  that  lost  money 
during  any  of  the  last  three  years. 

One  of  the  more  interesting  is  An- 
heuser-Busch, the  St.  Louis-based 
brewer  (Budweiser,  Michelob).  "Bud" 
is  a  household  word,  and  the  brewer 
has  spent  heavily  on  advertising  and 
capital    improvements.    It    has    in- 


creased its  share  of  the  beer  business 
from  38%  in  1986  to  an  estimated 
42%  in  1988.  The  company  has  also 
expanded  into  related  products  with 
its  Eagle  snack  foods. 

Wall  Street's  fascination  with  brand 
name  stocks  could,  of  course,  end  to- 
morrow. If  it  doesn't,  look  for  some  of 
these  companies  to  be  put  into  play. 
Anheuser  could  be  one  of  them. 


II 


If  you  want  to  own  stocks  but  are  afraid  a 
recession  may  soon  strike,  here  are  some 
that  should  be  recession-resistant. 


Stocks  for  the 
nervous 


A 


,  ASK  TEN  PEOPLE  how  to  measure 
management  performance  and 
I  you  will  get  ten  different  an- 
swers. Some  will  want  earnings 
growth,  others  a  high  return  on  equity 
or  assets. 

But  an  equally  useful  if  lesser- 
known  approach  is  to  look  for  compa- 
nies showing  improvements  in  their 
operating  margins.  Here,  operating  in- 


come is  profits  after  depreciation  but 
before  interest,  taxes,  and  nonrecur- 
ring items  such  as  a  change  in  ac- 
counting policy.  The  idea  is  to  capture 
how  profitably  a  company  is  running 
its  operations,  as  opposed  to  how  well 
the  profits  are  apportioned  among  se- 
curity holders  and  tax  collectors. 

Why  operating  margin?  Why  not 
the  more  familiar  net  profit  margin? 


The  problem  with  net  margin  is  that 
it  often  says  as  much  about  a  compa- 
ny's financial  structure  or  tax  situa- 
tion as  about  the  competence  of  its 
management.  A  debt-laden  company 
will  have  a  low  net  margin  even  if  it's 
beating  its  competitors.  The  operat- 
ing margin  more  directly  answers  the 
question  of  how  well  the  business  is 
doing.  Are  selling  and  administrative 
expenses  in  bounds?  Are  the  custom- 
ers coming  to  the  stores? 

Why  is  an  improvement  in  this  par- 
ticular ratio  so  important?  Because  it 
tends  to  identify  companies  that  are 
increasing  their  efficiency  and  pro- 
ductivity. These  are  companies  that 
would  be  well  positioned  in  the  event 
of  a  downturn  in  the  economy  be- 
cause their  productivity  improve- 
ments should  partly  balance  out  the 
effects  of  declines  in  revenues  or  dete- 
rioration of  pricing.  We  screened  the 
Media  General  database  of  over  5,000 
stocks  for  companies  that  have  shown 
improvements  in  earnings  before  in- 
terest and  taxes  relative  to  sales  for 
three  straight  years.  In  addition,  we 
required  these  firms  to  be  financially 
solid  and  reasonably  priced,  as  protec- 
tion against  an  economic  slowdown 
or  another  market  setback. 

The  stocks  below  have  a  lot  going 
for  them  should  there  be  a  sudden 
recession:  positive  12-month  earn- 
ings, the  ability  to  cover  interest  costs 
by  at  least  two  times,  a  five-year  aver- 
age return  on  equity  of  at  least  10%,  a 
market  value  of  less  than  1.25  times 
sales,  and  a  price  no  higher  than  2.5 
times  book  value.  Finally,  all  of  them 
pay  dividends. — E.S. 


Survival  of  the  fittest 

If  the  economy  goes  into  a  recession,  these  13  financial- 
ly sound  companies  should  have  some  staying  power. 

Their  operating  margins  (defined  in  story)  have  been 
going  up.  That  means  they're  getting  more  efficient. 

Recent 

Copmany/business                                            price 

Operating 
Fiscal  year 
1987 

margin 
ended 
1984 

Return  on 
equity  5- 
year  avg 

P/E 

Yield 

Est 
1989 
EPS 

Debt/ 
Equity 

Market 
Sales          value 
(mil)          (mil) 

Ball  Corp/packaging,  containers                     29% 

11.3% 

8.7% 

15.9% 

12.0 

3.6% 

$2.85 

25% 

$1,054           $694 

Bowne  &  Co/printing                                       W/t. 

24.2 

13.2 

16.4 

15.6 

2.1 

1.16 

27 

218             222 

Carter- Wallace/toiletries,  health  care             39 

13.3 

11.1 

13.1 

14.6 

1.7 

3.35 

8 

483             592 

Dexter/specialty  chemicals                             ISVs 

11.5 

9.0 

13.8 

13.6 

3.4 

2.18 

36 

783             586 

Federal  Signal/electrical  equip                          21  Vi 

8.6 

7.6 

11.8 

11.2 

3.8 

2.18 

20 

318              195 

Hipotronics/high  voltage  equip                       10% 

17.7 

11.3 

14.9 

10.0 

1.9 

NA 

24 

19               22 

Laclede  Gas/natural  gas                                   29'/4 

11.0 

8.9 

15.7 

9.0 

7.5 

3.30 

60 

447             230 

National  Service  Ind/di versified  services        2iyg 

10.3 

9.5 

15.8 

12.7 

3.5 

NA 

4 

1,327           1,078 

PPG  Inds/glass,  chemicals                               41  Vi 

14.5 

13.5 

16.1 

10.2 

3.3 

4.65 

44 

5,183          4,601 

Puerto  Rican  Cement/cement  mfg                  44 'A 

29.2 

16.0 

11.4 

6.4 

1.1 

NA 

56 

74               68 

Super  Food  Services/food  distributor              26% 

1.8 

1.5 

14.3 

13.8 

1.6 

2.32 

88 

1,535              184 

Wolohan  Lumber/building  supplies                 16 'A 

8.0 

4.9 

13.1 

8.5 

1.7 

2.00 

61 

229               95 

FW  Woolworth/retailer                                    54i/8 

6.6 

5.4 

12.6 

14.2 

3.0 

4.92 

24 

6,501          3,545 

AM.-  Not  available 

Soiirces:  I nstilutiotial  Brokers  Estimate  System  OBES), 

a  senice  of  Lynch,  Jones 

&Ryan 

Media  General  Both  lia 

Lotus  CD  Imvstment. 
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EUROPE'S 
BUSINESS  MAGAZINE 

In  fact,  you  could  call  International  Management  Europe's  only  business  magazine.  Because  all  the  other 
magazines  are  written  with  their  home  markets  in  mind;  they  are  American,  English  or  German  magazines 
that  circulate  'abroad'. 

International  Managementhas  no  captive  home  market;  uniquely  it  is  written  for  senior  executives  all  over 
Europe.  It  provides  a  pan-European  perspective  free  from  the  background  noise  of  national  bias. 

With  1992  fast  approaching  that's  important;  and  Europe's  leading  businessmen  know  it. 

International  Management  qwes  advertisers  the  opportunity  to  talk  to,  and  influence,  a  concentrated  and 
select  audience  of  senior  European  Executives.  Over  *  218.000  men  and  women  spread  evenly  across 
Europe  who  are  making  the  corporate  decisions  that  matter.  Successful  people  with  high  disposable 
incomes  who  take  the  lead  in  forming  European  opinions  and  views. 

International  Management  \s  valued  and  respected  by  its  readership.  Independent  research  confirms  it  as 
a  major  European  business  magazine.  The  European  Businessman  Readership  Survey  records  that 
International  Management  is  read  by  more  businessmen  in  Europe  than,  for  example,  Newsweek, 
Fortune,  The  International  Herald  Tribune,  The  Wall  Street  Journal  Europe,  or  Scientific  American. 

Its  market  is  Europe  and  that  is  where  it  leads.  Rightly. 

For  more  information  on  how  you  can  benefit  by  advertising  in  International  Management,  please  contact 
your  local  International  Management  sales  office. 

*  1988  European  Reader  Profile 
UJI  INTERNATIONAL        __ 

IVlanaQGfnGnt  ne  Pan-Eumpean  Business  Monthly 


Lausanne  14  ave  dOuchy,  CH-1006  Lausanne.  Switzerland  Tel:  021-27441 1.  (Telex:  455381) 

Sales  OHices  London  Tel  01-493  1451  Parts  Tel  (331 )  4289  0381  Milan  Tel:  (3921  8901  0103  Vienna  Tel  (222)  7157  6840 

Frankhirt  Tel  (4969)  720)81  Stockholm  Tel  (468)  440005  New  York  Tel:  (914)  273  3607  Chicago  Tel  (312)  558  1371  Tokyo  Tel  (3)  581  981 1 

Hong  Kong  Tel  (5)  8682010  Maidenhead  Tel  (628)  23431 
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Capital  Markets 


MONEY  &  INVESTMENTS 


"Book  entry  only''  tax-free  bonds  are  a 
blessing  for  issuers  and  dealers.  But  are 
they  good  for  investors? 

BY  THE  BOOK 


By  Ben  Weberman 


Your  $10,000  Ashtabula  Sewage  Im- 
provement District  bond  missed  its 
last  interest  payment  and  you  go  to 
your  broker  to  inquire.  "I'm  terribly 
sorry,"  says  a  clerk.  "We  don't  have 
any  record  of  this  bond.  In  fact,  our 
new  computer  system  doesn't  have 
any  record  of  you  at  all." 

It  isn't  likely,  but  it  could  happen. 
In  the  old  days  you  got  an  engraved 
certificate  when  you  bought  a  mu- 
nicipal bond.  It  was  like  a  deed.  You 
could  touch  it  and  feel  it  and  put  it 
in  your  safe-deposit  box.  You  slept 
at  night. 

Nowadays  a  third  of  new  tax-ex- 
empt bonds  are  issued  in  "book  en- 
try only"  form.  Your  evidence  of 
ownership  consists  of  some  blips  in 
a  computer  memory.  Anyone  who 
has  ever  suffered  a  computer  billing 
error,  received  a  screv^  bank  state- 
ment or  heard  about  viruses  may 
find  book  entry  deeply  troubling. 
It's  great  for  issuers,  underwriters 
and  dealers,  who  save  on  handling. 
But  the  investor,  particularly  the  in- 
dividual, may  come  out  on  the  short 
end  of  the  stick. 

In  book  entry,  securities  certifi- 
cates are  not  eliminated  entirely.  In 
obeisance  to  the  old  ways,  the  issuer 
goes  through  the  ritual  of  delivering 

Ben  Weherman  is  a  contributing  editor  of 
Forbes  magazine. 


a  "global  certificate"  to  a  depository 
institution  such  as  Depository 
Trust  Co.  None  of  this  does  much 
to  make  life  safer  for  the  investor, 
however.  His  financial  security  is 
contingent  on  the  performance  of 
two  computer  systems:  the  one  at 
Depository  Trust  that  records  his 
broker's  holdings  and  the  one  at  the 
broker  with  the  investor's  holdings. 
What  if  a  computer  fails? 

The  investment  is  also  contin- 
gent on  the  broker's  honesty  and 
solvency.  If  the  dealer  is  one  of 
those  bucket  shops  that  seem  to 
flourish  in  the  municipal  bond  busi- 
ness, it  may  not  be  particularly  con- 
scientious with  your  records. 

Other  problems  come  to  mind  be- 
sides safety.  Some  brokers  play  the 
float  on  bond  interest  payments, 
crediting  the  investor's  account 
days  or  weeks  after  the  issuer  pays. 
Others  nickel  and  dime  the  muni 
owner  to  death  with  quarterly  ac- 
count charges. 

All  that  said,  one  has  to  concede 
that  advantages  come  with  the 
elimination  of  certificates.  Lose  a 
certificate  on  a  registered  bond  (one 
where  the  trustee  has  your  name  on 
file)  and  you  may  have  to  cough  up 
at  least  2%  of  the  face  value  for 
insurance  against  the  risk  that  the 
bond  turns  up  with  another  owner. 
Lose  a  bearer  bond  and  you  could  be 
out  100%  of  the  money. 

As  for  maintenance  charges, 
physical  certificates  can  be  a  disas- 
ter. Banks  have  gotten  into  the  habit 
of  charging  $2  to  $6  for  collecting 
each  semiannual  coupon  you  bring 
to  the  teller  window.  And  if  you 
miss  a  bond  call  (are  you  in  the 
habit  of  reading  all  the  numbers  in 
those  legal  ads?),  you  lose  six 
months  of  interest. 


So  pick  your  poison.  If  you're  real- 
ly into  liquidity,  you  can  still  get 
one  of  the  dwindling  supply  of  bear- 
er munis,  new  issues  of  which  were 
forbidden  by  the  federal  govern- 
ment in  1983.  Massachusetts  Hous- 
ing Finance  Agency  7 'As  of  2005,  for 
instance,  are  priced  to  yield  7.3% 
for  the  book-entry-only  instru- 
ments, while  the  6s  of  2007  pay 
7.3%  to  maturity  when  purchased 
as  bearer  bonds.  There  you  sacrifice 
no  yield  to  get  bonds  old-style.  In 
many  other  cases,  however,  bearer 
bonds  are  priced  high  and  yields  are 
slightly  lower.  Why?  Bearers  are 
very  attractive  to  hoodlums  and 
others  who  think  bearer  bonds  will 
keep  the  IRS  in  the  dark  about  their 
financial  assets. 

Or  you  can  buy  munis  from  issu- 
ers still  handing  out  certificates  to 
their  registered  owners,  such  as  the 
Intermountain  Power  Agency  or  the 
states  of  Florida  and  Texas. 

Or  you  can  resign  yourself  to  the 
fact  that  we  are  entering  a  certifi- 
cateless  society.  Most  mutual  funds 
and  bank  deposits  don't  come  with 
certificates,  either.  In  that  case, 
take  some  precautions. 

•  If  you  do  business  at  a  small  bro- 
kerage, ask  whether  the  firm  will 
get  back-office  support  from  one  of 
the  new  intermediaries  for  indepen- 
dent dealers,  such  as  U.S.  Trust 
Co.'s  Dealer  Participation  Service 
or  Smith  Barney's  Municipal  Bond 
Service  Bureau. 

•  Don't  keep  more  than  $500,000  of 
securities  at  one  broker.  That's  the 
limit  of  insurance  coverage  by  the 
Securities  Investor  Protection 
Corp.,  the  industry's  equivalent  of 
the  FDIC.  This  covers  losses  in  case 
the  broker  goes  bust.  (Many  firms 
have  private  insurance  for  $2  mil- 
lion or  more.  Investigate.)  In  theory, 
the  securities  you  put  in  street 
name  aren't  peddled  and  the  pro- 
ceeds invested  in  some  shaky  LBO 
venture.  In  theory,  then,  even  assets 
above  $500,000  aren't  at  great  risk. 
But  you  never  really  know  what's 
going  on  behind  the  cashier's  win- 
dow, so  play  it  safe.  If  you  have 
more  than  the  insured  ceiling,  put 
the  bonds  in  the  custody  of  the  trust 
department  of  a  large  bank.  Trust 
assets  are  not  bank  assets,  so  you 
don't  have  to  worry  about  the 
bank's  going  under. 

•  No  matter  who  keeps  your  bonds, 
you  should  keep  good  records.  Keep 
current  statements  at  home  and 
back  years  at  the  office,  for  example. 
There  could  be  a  fire  or  a  flood.  ■ 
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Bad  news:  The  academics  whose  theories 
helped  bring  on  the  1987  crash  are  back. 
But,  they  say,  it  was  the  system  that  failed. 

CAN  PANIC 
BE  RATIONAL? 


By  David  Dreman 


Watch  out,  folks!  The  academics 
who  created  portfolio  insurance  and 
program  trading  are  back  on  the  of- 
fensive. Never  mind  that  they 
helped  bring  on  the  worst  stock 
market  crash  in  our  history.  They 
claim  that  if  the  fmancial  futures 
markets  had  not  been  hampered  by 
computer  breakdowns  and  trading 
halts,  everythmg  would  have  been 
hunky-dory.  Their  theories  weren't 
to  blame;  the  computers  were. 

The  latest  eloquent  testament 
to  this  thinking  comes  from  Gregg 
Jarrell  of  the  University  of  Roches- 
ter in  an  Op-Ed  article  in  the  Oct.  1 9 
issue  of  the  Wall  Street  Journal  "Bra- 
dy Panel  Sold  Irmovation  Short." 
The  article  says  that  because  the 
Brady  Commission  wanted  to  limit 
some  of  the  professors'  favorite  gim- 
micks, the  commission  was  against 
progress. 

Reading  that  article  took  me  back 
to  a  major  conference  at  the  univer- 
sity called  by  Professor  Jarrell  in 
June  of  1987. 1  was  invited  to  partic- 
ipate because  of  my  Mar.  27,  1987 
Forbes  column,  which  described 
how  the  insurance  and  futures  strat- 
egies could  interact  to  cause  a  crash. 

Dcuid  Dreman  Ls  matutginn  director  of 
Dreman  Value  Manafiemeni  Inc ,  /nivsi 
ment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strateg\' 


To  a  man,  the  prestigious  academ- 
ics on  the  panel  scoffed  when  I  told 
them  why  I  felt  a  crash  could  hap- 
pen. Some  of  the  great  men  snick- 
ered and  others  yawned.  Who  was  a 
mere  Wall  Streeter  to  argue  with 
professors?  These  folks  remind  me  a 
bit  of  diehard  Marxists.  When  con- 
fronted with  evidence  that  social- 
ism has  failed  in  the  Soviet  Union 
or  in  Poland,  they  reply  that,  well, 
that  isn't  pure  socialism. 

Back  to  Jarrell's  article  in  the 
Jountnl  It  reports  that  a  number  of 
efficient  market  theorists  are  work- 
ing on  a  theory  called  "rational  pan- 
ic" to  explain  the  crash.  The  life- 
blood  of  the  efficient  market  theory 
is  that  investors  do  not  behave  irra- 
tionally, even  if  they  did  sell  at  pan- 
icky prices.  To  explain  the  crash, 
the  theorists  argue  that  investors 
panicked  in  a  "rational  way."  If  you 
can  understand  that  phrase,  you 
know  things  I  don't. 

But  even  "rational  panic"  may  be 
topped  by  another  academic  theory. 
Investors  panicked  on  Oct.  19,  1987 
("awakened"  in  academic  jargon) 
because  they  realized  trading  gaps 
that  day  caused  "an  unexpected  lag 
in  unloading  securities."  In  short, 
this  professor  came  to  the  startling 
discovery  that  if  there  are  far  more 
sellers  than  buyers,  prices  will 
plummet.  The  good  professor  seems 
unaware  that  this  has  been  the 
cause  of  every  panic  and  crash  in 
history.  Come  on,  fellas.  Your  theo- 
ries just  don't  work,  no  matter  how 
much  you  bend  them. 

Now  back  to  reality.  The  truth  is 
that  had  portfolio  insurance  worked 
as  its  conceivers  said  it  would,  the 
Dow  would  have  sunk  to  1200 — 
perhaps  lower — on  that  October 
day.  Mercifully,  only  a  fraction  of 


the  portfolio  insurance  was  sold  be- 
cause of  system  breakdowns.  If  the 
system  hadn't  broken  down  and  all 
those  programs  had  been  executed, 
the  imbalance  between  sellers  and 
buyers  would  have  been  far  worse. 
Those  breakdowns  that  Jarrell  de- 
cries saved  the  day. 
The  market  crashed  in  October 

1987  because  no  system  can  absorb 
the  selling  of  $50  billion  or  more  of 
stock  in  wave  after  wave,  triggered 
by  computers  programmed  for  port- 
folio insurance.  Institutions  cannot 
play  a  giant  market-timing  game 
selling  futures  against  stocks  as 
they  did  then  without  bringing  on 
disaster.  Since  it  takes  months  to 
arrange  a  multibillion  merger, 
where  do  you  find  investors  instan- 
taneously to  buy  these  megabillions 
in  a  panic?  The  enormous  sums  in- 
volved in  these  futures  strategies 
require  exponentially  more  capital 
and  liquidity  than  our  system  has 
ever  possessed.  To  demand  better 
computers  and  ignore  liquidity  and 
capital,  which  were  the  core  prob- 
lems of  the  panic,  is  utter  nonsense. 

So  what  should  the  investor  do 
now?  There  is  a  bright  side  to  all 
this.  In  part  because  so  many  indi- 
vidual investors  have  left  the  game 
in  disgust,  there  are  bargains 
around.  Although  the  major  aver- 
ages have  risen  over  17%  this  year, 
the  market  is  still  cheap.  Stock 
prices  are  down,  and  in  1987  and 

1988  earnings  have  had  the  largest 
increase  in  decades.  No  question 
people  are  extremely  nervous,  but 
this  is  an  opportunity  for  the  value 
player.  It  is  the  very  skittishness  of 
the  market  that  gives  the  bargain- 
hunter  an  edge. 

After  the  crash,  low-P/E  stocks 
have  snapped  back  exceptionally 
well.  This  year  alone  four  compa- 
nies recommended  in  this  column 
within  the  past  18  months  are  take- 
over or  LBO  candidates:  Federated, 
recommended  in  the  Jime  I,  1987 
Forbes  at  46,  takeover  price,  $75; 
HCA,  suggested  May  2,  1988  at  33, 
proposed  takeover  price,  $51;  First 
Boston  Corp.,  July  27,  1987  at  45, 
takeover  candidate  at  $5I-plus;  RJR 
Nabisco,  recommended  Jan.  25, 
1988  at  45,  Aug.  22  at  51  and  Oct.  31 
at  58,  proposed  takeover  price,  $92. 

What  looks  good  today?  Compa- 
nies with  well  above  average 
growth  and  low  P/Es.  Here  are  three 
you  might  consider:  Federal  Express 
(47),  P/E  13;  Kmart  (36),  P/E  10,  yield 
3.4%;  and  Scott  Paper  (38),  P/E  7, 
yield  2.1%.  ■ 
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With  everyone  looking  for  the  next  deal 
stock,  the  smartest  buys  may  be  among 
the  least  likely  takeovers. 

GREEN  LIGHTNING 


By  Ann  C.  Broivn 
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Thank  goodness  we  are  the  world's 
number  one  debtor  nation.  Other- 
wise, we  would  have  to  worry  about 
being  bought  out  by  another  coun- 
try just  as  our  underleveraged  com- 
panies are  being  snapped  up  by  oth- 
er companies  or  corporate  raiders. 
Here's  my  two  cents'  worth  (unless 
someone  bids  higher)  on  the  latest 
merger,  acquisition  and  LBO  scene. 

First  of  all,  RJR  Nabisco,  Kraft 
Foods  and  Pillsbury  are  only  three 
big  fish  in  a  sea  of  firms  whose  real 
values  are  inadequately  reflected  in 
their  current  stock  prices.  Many, 
many  U.S.  businesses  are  selling  at 
unrealistically  low  price/replace- 
ment ratios.  This  alone  should  keep 
the  stock  market  from  tumbling 
into  another  black  hole  like  that  of 
October  1987.  No  matter  who  won 
;  the  election.  Regardless  of  rising 
concerns  about  recession.  Irrespec- 
tive of  the  unemployment  figures, 
the  trade  deficit,  capital  spending, 
etc.,  spewing  forth  from  the  govern- 
ment's economic  facts  fax. 

The  reason  behind  the  recent  rash 
of  corporate  buy-ups  is  that  the 
growing  internationalization  of 
markets  has  added  new  dimensions 
to  how  U.S.  companies  should  be 

Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  consulting 
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valued.  Today,  premiums  are  being 
paid  for  corporations  with  market- 
ing strength  in  everything  from 
product-name  recognition  to  skilled 
sales  forces  to  broad-based  dealer 
networks.  As  we  manufacture  less 
and  distribute  more  in  our  increas- 
ingly service  oriented  society,  tradi- 
tional book  values  based  on  plant 
and  equipment  are  losing  impor- 
tance to  intangibles  such  as  access 
to  supermarket  shelf  space  and 
product  promotion  knowhow. 

This  change  in  how  companies 
are  appraised  has  caused  the  public 
to  gasp  at  the  prices  suitors  are  will- 
ing to  pay  for  what  otherwise  would 
appear  to  be  moderate-to-slow- 
growth  enterprises.  However,  so  far, 
most  of  the  purchasers  seem  to  have 
done  their  financial  homework  well 
and  have  bid  sensibly  for  those  com- 
panies whose  predictable  earnings 
in  the  worst  of  times  should  be  able 
to  cover  the  interest  on  the  money 
borrowed  to  gain  control. 

As  in  all  periods  of  transition, 
there  are  those  who  holler  for  the 
maintenance  of  the  status  quo — 
preferably  through  the  imposition 
of  new  laws.  I'm  against  govern- 
ment interference  in  the  buy- 
out/merger market  unless  it  is  nec- 
essary to  protect  the  freedom  of  op- 
portunity for  the  makers  of  better 
mousetraps  to  merchandise  their 
wares.  The  Sherman  Antitrust,  the 
Clayton  Antitrust,  the  Federal 
Trade  Commission,  the  Robinson- 
Patman  and  Celler  Antimerger  acts 
should  be  sufficient  safeguards  to 
keep  the  marketplace  open. 

As  to  the  question  of  whether  the 
banking  system  should  provide 
funds  to  help  finance  these  multi- 
billion-dollar  ventures,  I  answer, 
why     not?     And     chauvinistically 


speaking,  I  prefer  having  U.S.  banks 
lend  money  to  revalue  undervalued 
domestic  businesses  rather  than  to 
prop  up  late-pay  (or  no-pay)  Latin 
American  governments. 

Finally,  I'm  less  concerned  than 
most  about  the  instant  riches  creat- 
ed by  the  hefty  buyout  prices,  be- 
cause much  of  the  money  will  go  to 
institutional  stockholders  who 
have  little  or  no  choice  but  to  rein- 
vest in  other  stocks  or  bonds,  which 
will  be  beneficial  to  the  stock  mar- 
ket. While  a  few  individual  inves- 
tors may  take  their  windfall  profits 
and  spend  them  (which  should  help 
the  economy),  my  guess  is  that 
most  will  reinvest  what's  left  after 
taxes  and  gamble  that  green  light- 
ning will  strike  again. 

With  everyone  looking  for  the 
next  deal  stock,  the  smartest  buys 
may  be  among  the  least  likely  take- 
overs. Take  Famtie  Mae  (48),  for  ex- 
ample. The  company's  loan  losses 
may  have  peaked,  since  FNM  unex- 
pectedly lowered  its  loan-loss  provi- 
sion in  the  third  quarter.  This  ac- 
tion suggests  that  the  company 
could  earn  close  to  $6.20  per  share 
this  year  and  around  $7.80  for  1989. 
With  an  average  annual  P/E  ratio  of 
8  to  9,  FNM  could  sell  in  the  mid-  to 
high  60s  a  year  from  now.  Further- 
more, the  multiple  could  move  to 
the  10-to-I2  range  once  investors 
come  to  appreciate  how  the  compa- 
ny has  improved  its  handling  of  in- 
terest rate  fluctuations. 

A  couple  of  years  ago,  everyone 
wanted  to  buy  a  brokerage  firm.  To- 
day, some  corporations  would  like 
to  give  their  securities  divisions 
away.  Still,  Sbearson  Lehmati  Hutton 
(22)  is  expected  to  show  earnings  per 
share  of  from  $2.10  to  $2.25  this 
year,  up  from  $1  in  1987.  Next  year 
$3.50  looks  possible.  SLH  could  sell 
near  $40  per  share  by  year-end  1989 
given  the  historical  brokerage  mul- 
tiple of  10  to  12. 

I  suppose  there  is  enough  money 
in  the  world  to  buy  out  Wal-Mart 
Stores  (3 1 ),  but  I  think  it  is  unlikely 
that  Sam  Walton  and  the  other  in- 
siders, who  own  over  40%  of  the 
stock,  would  be  interested  in  sell- 
ing. Where  else  could  they  invest 
their  money  any  better  than  in 
WMT,  which  continues  to  show 
25% -plus  eamings-per-share  gains 
year  after  year?  For  1989,  Wal-Mart 
is  estimated  to  earn  $1.90  per  share, 
up  from  an  anticipated  $1.45  to 
$1.50  for  1988.  Precrash,  WMT  sold 
for  $42  per  share.  Next  year  the 
stock  could  surpass  this  high.  ■ 
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We  can  Y  afford  another  credit  crunch  or 
recession,  so  we  will  have  to  settle  for 
inflation  and  a  falling  dollar. 

REMEMBERING 
1970 


By  Asliby  Bladen 


The  stock  market  crash  in  October 
1987  did  not  awaken  us  from  the 
euphoric  dream  that  we  can  go  on 
borrowing  and  spending  ourselves 
rich  forever,  but  the  double-digit 
billion-dollar  leveraged  buyout 
binge  of  November  1988  may  have. 
The  deals  can  be  financed  only  so 
long  as  lenders  close  their  eyes  to 
the  risk  created  when  a  company 
borrows  to  buy  out  its  own  share- 
holders, leaving  all  that  debt  bal- 
anced upon  a  pinpoint  of  equity  and 
exposed  to  the  danger  of  being  top- 
pled either  by  a  puff  of  higher  inter- 
est rates  or  the  breeze  of  recession. 

Has  everyone  forgotten  the  Penn 
Central  crisis  of  1970?  It  caused  the 
commercial  paper  market  to  dry  up, 
leaving  some  of  our  biggest  compa- 
nies unable  to  refinance.  Penn  Cen- 
tral went  bankrupt,  and  nearly  took 
such  giants  as  Chrysler  and  Wes- 
tinghouse  with  it.  That  was  nearly 
two  decades  ago,  but  to  me  it  seems 
like  yesterday. 

The  first  time  I  argued  that  the 
size  of  corporate  debts  had  become 
alarming  was  in  January  1968,  at  the 
New  School  for  Social  Research's 
conference  on  the  outlook  for  Wall 
Street  and  the  economy.  I  had  )ust 
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become  the  pension  fund  manager 
for  American  Standard  Inc.,  and  I 
was  selling  stocks  to  put  the  funds 
in  a  more  defensive  posture,  when 
President  Johnson  pulled  a  fast  one. 
At  the  end  of  the  State  of  the  Union 
message  he  tacked  on  the  comment 
that  he  would  not  run  again  that 
fall,  but  instead  would  try  to  get  us 
out  of  Vietnam. 

That  did  not  change  the  long-run 
fundamentals,  but  I  knew  that  it 
would  give  a  huge  boost  to  the  stock 
market.  And  I  had  to  outperform  the 
market  in  1968,  or  I  would  be  out  of 
a  job  in  1969.  I  did  it  by  risk  arbi- 
trage— buying  the  stocks  of  take- 
over candidates,  and  praying  that 
the  takeovers  would  succeed. 

But  I  also  understood  the  risks  I 
was  running  in  betting  on  leveraged 
takeovers  at  a  time  when  the  Feder- 
al Reserve  would  shortly  have  to 
tighten  credit  in  order  to  restrain 
inflation.  Thus,  when  the  market 
calmed  down  late  in  the  year,  I  re- 
turned to  the  sidelines.  The  funds 
that  I  managed  dropped  less  than 
3%  during  the  next  18  months, 
while  the  Dow  took  a  27.6%  drop. 
Then  in  the  summer  of  1970  the  Fed 
had  to  relax  the  crunch — even 
though  It  was  still  worried  about 
inflation — or  see  a  dozen  or  more 
huge  but  overleveraged  companies 
go  bust.  It  got  into  the  same  bind  in 
the  summer  of  1982  when  it  had  to 
relax  or  see  Mexico  go  bust. 

In  1971  I  became  the  chief  invest- 
ment officer  of  the  Guardian  Life 
Insurance  Co.,  and  in  1974-75  the 
Fed  tried  again.  I  knew  that  the 
American  people  had  not  yet  been 
hurt  badly  enough  by  inflation  to 
stand  for  the  severe  recession  that 
would  now  be  needed  to  break  the 
borrowing-and-spending  spree  that 


had  caused  the  inflation.  The  Fed 
pushed  up  interest  rates,  and  the 
bond  market  sank.  Since  I  was  sure 
that  the  Fed  would  have  to  relent,  I 
borrowed  heavily  to  buy  bonds  at 
what  were  then  the  highest  yields 
since  Alexander  Hamilton's  finan- 
cial reforms  in  1790.  That  is  one  of 
the  reasons  the  Guardian's  policies 
are  still  such  good  buys. 

In  1979  the  Fed  was  clearly  about 
to  try  yet  again,  and  I  wrote  a  book 
urging  the  American  people  to  bear 
the  pain,  because  if  tlie  Fed  failed  a 
third  time,  we  would  borrow  and 
spend  ourselves  into  a  real  disaster. 
Until  the  summer  of  1982  I  used 
this  column  to  argue  that  a  short- 
run  crisis  that  broke  the  borrowing- 
and-spending  mania  was  preferable 
to  a  long-run  debt  disaster. 

Nevertheless,  the  Fed  caved  in 
again.  At  this  point  the  country 
lucked  out  because  our  inflation 
was  held  down  by  the  misfortunes 
of  the  countries  that  had  already 
borrowed  and  spent  themselves  into 
trouble.  We  ignored  their  experi- 
ence, and  borrowed  and  spent  more 
heavily  than  ever  before. 

So,  today,  the  unintended  end  re- 
sult of  the  Keynesian  policy  of  bor- 
rowing and  spending  ourselves  rich 
is  a  burden  of  debts  so  heavy  that  we 
cannot  afford  another  credit  crunch, 
or  a  recession,  ever  again.  Either  one 
would  cause  snowballing  bankrupt- 
cies and  trigger  a  depression. 

But  avoiding  either  recession  or 
credit  crunch  can  now  be  done  in 
only  one  way:  In  order  to  keep  our 
economy  from  capsizing  under  the 
debts  we  have  already  taken  on,  the 
federal  government  will  have  to  use 
the  credit  of  the  American  people  to 
bail  out  all  of  the  overleveraged 
companies  and  overoptimistic  fi- 
nancial institutions  whose  failure 
would  cause  unemployment  or  fi- 
nancial distress.  And  we,  the  peo- 
ple, will  pay  the  cost  through  the 
hidden  tax  of  inflation. 

That  is  exactly  what  most  Third 
World  countries  have  long  been  do- 
ing, and  our  Achilles'  heel  is  the 
same  as  theirs.  Like  them,  we  bor- 
rowed heavily  abroad  as  well  as  at 
home,  and  until  we  stop  borrowing, 
the  only  thing  that  can  bail  us  out 
externally  is  a  continuing  fall  in  the 
foreign  exchange  value  of  the  dollar. 
Our  government  will  keep  on  bail- 
ing everybody  out  at  home  as  long 
as  it  can,  but  inflation  and  interest 
rates  will  rise  to  new  peaks,  and  the 
American  standard  of  living  will  fall 
along  with  the  dollar.  ■ 
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lEX  INCORPORATED  A 

•:RICK,  pa.,  Oct.  13— Teleflex  Incorporated  today  re- 
that  net  income  for  the  third  quarter  ended  Septem- 
1988  increased  by  20%  to  $4,985,000  compared  to 
,000  for  the  same  three  months  last  year.  Revenues 
;ed  19%  to  $76,014,000  for  the  quarter  versus 
2,000  for  the  same  period  in  1987.  Earnings  per 
advanced  21%  to  $.46  from  $.38  last  year, 
income  for  the  first  nine  months  of  1988  increased 
:o  $16,981,000  or  $1.57  per  share  compared  to 
'2,000  or  $1.28  per  share  for  the  same  period  in  1987. 
les  rose  20%  to  $235,086,000  compared  to 
110,000  last  year. 

'ARATIVE  SUMMARY  OF  REVENUES  AND  EARNINGS 
(Unaudited) 

Three  Months  Ended  Nine  Months  Ended 


Sept.  25, 


Sept.  27, 

1987 
$63,652000 

4  147  000 
S38 


Sept  25, 


Sept  27. 

1987 
5196.010,000 
14,092,000 
SI  28 
10,829,000 


$76,014,000  S636520O0  $235,086,000 

e                4,985,000  4147000  16,981.000 

XT  share               V46  S38  {1.57 

ihares  outstanding  10.680.000 

flex  Incorporated  is  a  company  which  solves  engineering 
^s  by  the  development  and  application  of  specialized  technol- 

intact:  John  H.  Remer,  Vice  Chairman  or  John  F. 
infelder.  Vice  President  &  Treasurer,  Teleflex  Incorpo- 
J  155  South  Limerick  Road,  Limerick,  PA  19468.  Phone 
948-5100.) 


TEK,  INC.  N-P 

Ametek  Reports  Strong  Third  Quarter 

3LI,  PA  October  27,  1988— AMETEK,  Inc.  (nyse/pse- 
today  reported  that  third  quarter  income  from  its 
luing  businesses  increased  19  percent  on  sales  that 
ised  more  than  twenty  percent.  The  operations  to  be 
■erred  to  Ketema,  Inc.,  a  recently  formed  corporation 
will  be  spun-off  to  AMETEK  stockholders,  recorded  a 
profit  for  the  quarter. 

rd  quarter  and  nine  month  sales  and  profit  figures 
inced  today  account  for  the  spin-off  as  if  it  had  been 
leted  and,  as  was  done  in  the  second  quarter,  the 
)us  year's  totals  have  been  restated.  AMETEK's  con- 
ig  operations  earned  $9.4  million  or  21  cents  per  share 
jles  of  $131.7  million  in  the  three  months  ended 
mber  30th,  compared  to  the  $7.9  million  or  18  cents 
hare  earned  in  the  third  quarter  last  year  when  sales 
ed  $106.8  million. 

1ETEK  chairman  Dr.  John  H.  Lux  indicated  that  his 
any  was  close  to  completing  the  spin-off  of  Ketema 
.ommencing  the  distribution  of  that  company's  stock  to 
EK's  shareholders.  The  14  operations  that  will  form 
na  recorded  a  profit  of  $74,000  on  third  quarter  sales 
9.7  million. 

last  year's  third  quarter  the  Ketema  operations  pro- 
i  a  profit  of  $1.9  million  or  4  cents  per  share  on  sales 


of  $49.8  million,  which  increased  AMETEK's  net  income  to 
$9.8  million  or  22  cents  per  share. 

In  the  first  nine  months  of  1988  AMETEK's  continuing 
operations  earned  $30.4  million  or  69  cents  per  share  on 
sales  of  $394.1  million,  compared  to  the  $26.2  million  or  59 
cents  per  share  earned  in  the  first  three  quarters  of  1987, 
when  sales  totaled  $315.9  million.  While  the  Ketema  opera- 
tions recorded  a  profit  of  $4.4  million  in  the  first  three 
quarters  of  1987,  this  year  the  businesses  to  be  spun-off 
posted  a  loss  of  $2.4  million  in  the  same  period. 

That  loss,  coupled  with  a  $3.8  million  net  of  tax  provision 
for  the  estimated  costs  of  the  pending  spin-off,  reduced 
AMETEK's  net  income  to  $27.8  million  or  63  cents  per  share 
in  the  first  nine  months  which  also  includes  a  $3.6  million 
credit  from  a  tax  accounting  change.  In  the  same  period  of 
1987,  profits  from  the  Katema  operations  increased  net 
income  to  $30.6  million  or  69  cents  per  share. 

"Strong  demand  for  highly-engineered  products  continued 
through  the  third  quarter,"  according  to  AMETEK's  chairman 
Dr.  John  H.  Lux.  "Electric  motors,  computer-driven  graphic 
plotters,  powdered  metals  and  engineering  plastics  opera- 
tions are  all  booking  new  orders  at  record  levels.  Overall, 
AMETEK's  new  order  rate  is  up  23  percent  overwhat  was  really 
a  very  strong  nine  month  period  last  year."  Dr.  Lux  said. 

Three  Monttis  Ended  September  30, 


1988 
Sales  (a)  $131,731,000 

Income  from  Continuing 

Operations  9,368,000 

Income  from  operations 

to  be  spun  off  74,000 

Net  Income  9,442,000 

Earnings  per  share; 

Income  from  Continuing  Operations  .21 

Net  income  .21 

Dividends  per  share  .15 

Average  shares  outstanding  43.993.912 


1987  (b) 
$106,769,000 

7,867.000 

1.927.000 
9.794.000 

.18 
.22 
.125 

44,115,824 


Nine  Months  Ended  September  30, 


Sales  (a) 

Income  from  Continuing 

Operations 
Income  (loss)  from  operations 

to  be  spun  off 
Provisions  for  estimated 

costs  of  spin-off 

($09  per  share) 
Income  before  accounting 

change 
Accounting  adjustment 
Net  income 
Earnings  per  share: 

Income  from  continuing  operations 

Income  before  accounting  change 

Net  income 
Dividends  per  share 


1988 
$394,063,000 


30,361,000 


(2,412.000) 


(3,825,000) 

24,124,000 

3,633.000(c) 
27,757,000 

.69 
.55 
.63 
.45 


1987  (b) 
$315,918,000 

26.159,000 

4.418.000 


30,577.000 

30,577.000 

.59 
.69 
.69 
.375 

44,002,204 


Average  share  soutstanding  43,996,334 

(a)  Excludes  sales  of  operations  to  be  spun  oft  totalling  $49,7  million  and  $49.8 
million  for  the  three  months  ended  September  30,  1988  and  1987.  For  the 
nine  months  ended  September  30,  1988  and  1987,  such  sales  were  $146.6 
million  and  $139.8  million 

(b)  Restated  to  reflect  discontinued  operations. 

(c)  Cumulative  effect  of  an  accounting  change  for  income  taxes, 

(Contact;  Darrah  Ribble,  AMETEK,  Inc.  Station  Square 
Two,  Paoli,  PA  19301  Phone  (215)  647-2121.) 


UNITED  TELECOMMUNICATIONS,  INC.  N 

KANSASCITY,MO.,Oct.  11— United  Telecommunications, 
Inc.earnings  per  share  for  the  first  three  quarters  of  1988 
increased  to  $1.25  per  share  from  a  loss  of  84  cents  per 
share  in  the  first  nine  months  of  1987,  President  William  T. 
Esrey  announced  today. 

Earnings  per  share  in  the  third  quarter  were  52  cents,  up 
126  percent  from  23  cents  in  the  third  quarter  of  1987. 
Esrey  said  significant  improvement  in  the  results  of  US 
Sprint  and  continuing  strength  in  United  Telecom's  local 
telephone  operations  accounted  for  the  strong  earnings 
gains. 

He  said  US  Sprint's  dramatic  improvement  had  been 
triggered  by  the  second  quarter  transition  of  customer 
traffic  to  the  company's  nationwide  fiber-optics  network. 
"We've  eliminated  duplicative  network  costs  and  we've 
attracted  large  corporate  users  and  other  new  business  with 
superior  network  quality,"  Esrey  said.  "The  all-fiber,  net- 
work gives  both  US  Sprint  and  its  customers  a  competitive 
advantage." 

US  Sprint  revenues  climbed  to  $916  million  in  the  third 
quarter,  up  15  percent  from  $799  million  in  the  preceding 
quarter  and  up  34  percent  from  $685  million  in  the 
corresponding  quarter  in  1987.  Revenues  for  the  first  nine 
months  advanced  to  $2.48  billion  from  $1.85  billion  in  the 
similar  period  in  1987. 

The  revenue  gains,  coupled  with  improved  expense  con- 
trol, trimmed  US  Sprint's  pre-tax  loss  in  the  quarter  to  $19 
million,  down  sharply  from  $165  million  in  the  third  quarter 
of  1987  and  from  $112  million  in  the  second  quarter  of 
1988. 

Consolidated  revenues  and  sales,  which  do  not  include 
the  results  of  US  Sprint,  increased  7  percent  to  $2.33  billion 
in  the  first  three  quarters,  from  $2.18  billion  in  the 
corresponding  period  in  1987. 


(CONSOLIDATED) 

(Thousands  of  Dollars) 

Three  Months 
September 
1988 
$805,809 
916,392 


Consolidated  Revenues  and  Sales 

US  Sprint  Revenues 

Net  Income  from  Continuing 
Operations 

Discontinued  Operations 

Net  income 

Earnings  per  Common  Share 
from  Continuing  Operations 
Assuming  no  dilution 
Assuming  full  dilution 

Earnings  per  Common  Share 
Assuming  no  dilution 
Assuming  full  dilution 


54,024 

0 

54,024 


$0.52 
$0.51 

$0.52 
$0.51 


Ended 
30. 

1987 
$750,604 

685.415 

25,817 
(1.591) 
24,126 


$0,25 
$0.25 

$0.23 
$0.23 


(Contact;  Don  Forsythe,  United  Telecommunications,  Inc., 
PO  Box  11315.  Plaza  Station.  Kansas  City,  MO  64112.  Phone 
(913)  676-3343.) 


For  further  advertising  information,  call  Sarah  Macjison  (505)  275-1282/3 


Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


Et^en  if  an  investment  adviser  doesnt 
heat  the  market  long  term,  there  can  he 
times  when  he  is  worth  listening  to. 

BEYOND  LUCK 


By  Hark  Hnlbert 


The  stock  market  is  basically  effi- 
cient, and  only  a  very  few  advisers 
can  beat  it  in  the  long  run.  But  supe- 
rior performance  is  indeed  possible, 
and  I  have  a  new  and  heretofore 
unused  method  of  detecting  it:  what 
statisticians  call  the  "runs  test." 

The  runs  test  is  a  procedure  that 
treats  an  adviser's  performance  like 
a  gambler's  string  of  winning 
rounds  and  checks  to  see  if  it  occurs 
in  a  significant  pattern,  or  "run," 
instead  of  being  merely  random.  I 
decided  to  apply  the  runs  test  to 
investment  as  a  way  of  responding 
to  business  school  academics  who 
want  to  show  that  investing  is  a 
random  exercise,  despite  the  exis- 
tence of  people  who  do  beat  the 
market.  The  professors  invariably 
invoke  the  statistical  truth  that  a 
myriad  of  coin-flipping  monkeys 
will  include  a  few  monkeys  that 
have  impressive  runs  of  flipping 
heads  or  tails.  They  say  the  winning 
monkeys  are  just  lucky. 

But  investors  are  not  monkeys, 
and  statisticians  have  devised  the 
runs  test  precisely  to  test  whether  a 
string  of  heads  and  tails  (or  wins  and 
losses)  is  just  luck.  To  pass  the  runs 


Mark  Htdherl  is  editor  of  Oje  Alcxtoulfia. 
Va  -based  Hulhen  Financial  Dige.st  and  dti- 
thor  c/ The  Second  Hulbcn  Financial  Digoi 
Almanac,  published  hy  Mitiemi  Hooks. 


test,  an  investor  must  show  runs  of 
performance  so  superior,  it  cannot 
be  attributed  just  to  luck. 

Six  of  the  39  investment  letters 
whose  performance  I  have  moni- 
tored in  my  Hulhert  Financial  Digest 
pass  the  runs  test.  I  regard  this  as 
yet  more  evidence  that  investing  is 
not  just  a  random  affair. 

Here's  an  irony:  Some  of  these  six 
portfolios  passed  the  runs  test  with- 
out beating  the  market  cumulative- 
ly. For  example,  consider  Robert 
Gross'  Frofessiotuil  Investor.  Gross 
offers  several  suggested  portfolios, 
beating  the  market  with  some  but 
not  others.  Thus,  over  the  past  8'/4 
years,  I  calculate  that  his  OTC  port- 
folio has  failed  to  better  the  S&P's 
total  return  by  a  margin  of  240%  to 
163%.  Nevertheless,  Gross  turned 
in  significant  runs  of  winning 
months — enough,  in  fact,  that  a 
statistician  could  say  with  a  high 
degree  of  confidence  that  his  record 
IS  not  random.  In  other  words,  there 
is  such  a  thing  as  a  "hot  hand."  And 
Gross  occasionally  has  one. 

Skeptical  academics  (in  chorus): 
Not  good  enough,  Hulbert.  Some  of 
those  coin-tossing  monkeys  would 
randomly  have  combinations  of 
heads  and  tails  that  pass  the  runs 
test.  Even  if  every  adviser's  record 
were  completely  random,  at  the 
95%  confidence  level  we  still 
should  expect  that  5%  of  them 
would  pass  the  runs  test. 

Ah,  but  for  that  objection  to  be 
valid,  no  more  than  2  advisers 
would  have  to  pass  the  test  out 
of  the  39  I  have  monitored  since 
1980.  And  in  fact  there  were  6. 

Note  that  there  is  more  than  one 
way  of  passing  the  runs  test.  From 
the  statistician's  point  of  view,  the 
monkey  flipping  nothing  but  tails  is 


just  as  nonrandom  as  the  monkey 
whose  flips  come  up  nothing  but 
heads.  Likewise  for  advisers  who 
have  "impressive"  runs  of  losing 
months.  And  of  the  six  portfolios 
passing  the  runs  test,  it  turns  out 
that  one  has  the  dubious  distinction 
of  passing  the  runs  test  in  this  way: 
the  model  portfolio  of  Stan  Wein- 
stein's  Professional  Tape  Reader.  Just 
as  some  people  seem  to  have  hot 
hands,  Weinstein  seems  to  have 
cold  hands. 

Furthermore,  just  as  there  are 
portfolios  passing  the  runs  test  that 
have  not  beaten  the  market,  the  re- 
verse is  also  true.  Portfolios  that 
have  beaten  the  market  may  not 
pass  the  runs  test.  Martin  Zweig's 
Zweig  Forecast ,  for  example,  has  out- 
performed any  of  the  advisers  I  have 
tracked  since  1980  as  well  as  the 
S&P  500's  total  return.  But  his  rec- 
ord does  not  pass  the  runs  test. 

It's  important  to  grasp  the  dis- 
tinction here.  The  runs  test  doesn't 
show  that  Zweig's  performance  has 
been  random,  it  just  fails  to  prove 
that  it  wasn't.  But  it  does  shed  light 
on  how  Zweig  turned  in  his  perfor- 
mance. His  winning  and  losing 
months  may  have  occurred  more  or 
less  randomly,  but  he  kept  his 
losses  small,  much  smaller  than  his 
gains.  Following  an  old  Wall  Street 
saw,  he  actually  did  cut  his  losses 
and  let  his  profits  run. 

Unlike  Zweig,  whose  strategy  re- 
quires him  to  call  turns  in  the  mar- 
ket, the  advisers  who  passed  the 
runs  test  were  more  likely  to  be 
trend  followers.  They  aimed  at 
identifying  market  trends  and  rid- 
ing them.  Two  of  the  six  portfolios 
that  passed  the  runs  test  are  recom- 
mended by  explicit  trend-followers: 
Richard  Fabian's  Telephone  Switch 
Neivsletter  and  Burton  Berry's  No 
Load  Ftoid-X  The  others,  one  each 
from  James  Dines'  Dines  Letter  and 
Walter  Roleau's  Growth  Fund  Guide, 
are  harder  to  classify.  But  all  have 
hot  hands  from  time  to  time,  hands 
too  hot  to  be  called  random. 

What,  then,  should  we  make  of 
the  runs  test?  By  showing  a  new 
way  in  which  the  financial  markets 
are  not  random,  it  suggests  that  we 
should  pay  attention  to  advisers 
who  may  not  have  beaten  the  mar- 
ket overall  but  who  still  have 
turned  in  impressive  strings  of 
gains.  You  never  know:  Perhaps 
they  are  about  to  be  hot  again. 

Now,  if  only  we  could  figure  out 
when  a  cold  hand  was  about  to  turn 
hot — and  vice  versa.  ■ 
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on  ttie  ifsiesltfci^ 
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3f^  Informed 

CNN  delivers  you  the  facts  ahead  of  all  others. 
For  all  the  reasons  in  the  world.  Turn  to  CNN. 

DAYBREAK    PRIMENEWS    EVENING  NEWS 


6am 


8pm 


10pm 


ALL  TIMES  EASTERN 


Forbes  Market/ 


BUSINESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES 


The  Great  American  Dream  House — 

ModeUAsLowAs  $25,000! 

Earn  a  top  living  as  an  Eagle's  Nest  Homes  representative 

— and  live  in  luxury  in  a  stunning  model  home. 


Models  as  low  as  $17  per  sq.  ft. 

•  Interior  and  exterior 
design  flexibility 

•  Remarkably  energy-efficient 

•  Cathedral  ceilings 
and  exterior  decks 

•  Built-m,  expandable 
Home  Computer  Center 

•  FHA  and  VA  accepted 

Unlimited  Income  Potential 

As  an  Eagles  Nest  Homes  rep- 
resentative, you  tiave  unlimited 


income  potential  m  a  defined  territory  And 
the  only  qualification  you  need  is  the  ability  to 
purchase  or  mortgage  a  525,000  model  which 
may  be  finished  as  a  home  to  live  in,  or  sell,  or 
completed  as  an  office,  condo,  duplex,  or 
other  commercial  enterprise 

Cali  Mr,  Farb 

collect 

(404) 479-9700 


,1  lll>l  |JI  !>}&  ^ 


Romes   ^ 


PO  Drawer1569.  Canton.  GA  30114-1569 


BUSINESS  CONSULTANT 

The  demand  tor  consultants  is  in- 
creasing as  internal  management  is 
being  replaced  by  outside,  unbiased 
consultants  We  are  managing  the 
future  and  sharing  it  Enjoy  the  ad- 
vantage of  being  sell-employed  with 
the  association  and  suppon  ol  onfe  of 
the  largest  and  most  respected  con- 
sulting firms  in  the  country  Full  ex- 
pense paid  training  in  New  Orleans, 
national  advertising,  and  tringe  bene- 
fits Relocation  not  required  Nominal 
refundable  performance  deposit  of 
$7,500  required  Call  tor  free  com- 
pany brochure  and  details 
kin  NMom  Btolnns  ConxAantt.  kic 
IWp     Mr.  Mark  Simon.  Ex«c.  V.P 

^^^  (504)  456-1968 


JOIN  THE  LEADERS  IN 
SALES  &  TECHNOLOGY 

With  over  800  centers  worldwide 
and  the  leading  sales  volume  per  cen- 
ter m  our  industry,  Sir. Speedy  can 
niake  you  a  leader  too! 

For  details  on  owning  your  own  Sir 
Speedy  Printing  Center,  call: 
1-800-854-3321 
^^      or  vmie 
^^Sir  Sfjootty,  Inc. 
pr.  &■ »  ViTV  UguTd  .Kills  C.A  926S4 


EXTREMELY  HIGH  INCOME 

POTENTIAL 

PROFESSIONAL  BUSINESS 

OPPORTUNITY 

Established  inti  corp  fias  openings 
for  a  lew  addl  associates  Offer  low  in- 
terest bank  loans  to  clients  with  no  up 
front  lees — venture  capital  and  devi 
capital  (D&B  avail  on  Trust  with  ac- 
cess to  9  figures)— letters  ol  credit, 
guarantees,  etc  Ftosilion  requires  a 
successlul.  last-track  type  individual 
With  high  past  earnings  Conlident 
communicator  a  must  A  $9,800  de- 
posit (Bq  d  il  accepted  (refunded  with 
1st  closing)  Full  tng  and  con  t  sup- 
port Call  for  CO  pkg  Full  ref  s  pro- 
vided to  qualified  applicants 
(301)630-6400 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  ft  RANCHES 
FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCINGi 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 


m 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC 


BUSINESS  SERVICES 


ore  PIBLK  CO 
$340,000.00  CASH 
L<M>king  tu  Merge 

You  need; 

•  $1  Million  sales  •  $300,000  Pnifit 

•  Service  Related  Track  record 

(303)  431-7383 


SELL  IN  JAPAN! 


LiM  )i>ur  propeny  using  imr  Tokyo  office  lo 
reach  5(KI  +  Re«l  hsiatc  hroken.  in  J»p«ii 

Free  translauon   NO  COMMISSION    Youi 

name  liMed  «,\  lonlKi  poini   Tear  sheet 
provided  OnU  SI90  lor  i  months  lisung 

CALL   Hon  &  Bunker  Inc. 

l-800-USA-2ni 


•F.XECITINE  PROTEXTION  ANAI.VSLS " 
Corporate  Tax  Deduction 

ilucktal«  &  C'umui  Associates,  Inc. 

.Sccunty  C\)nMiltant.s 
Mcmhen.  Amencan  S<xicly  for  IndustnaJ 
.Vvunly  Certified  PnXeclion  PnifessionaK 

New  York:  (914)  27I-6081 
New  Jersey:  (201)  75.V2879 


Home  Buyers 
Distributors  ♦Developers 


Join  Our  Winning  Team... 

Tri-Steel  Structures  is  the  nation's 
leading  designer/manufacturer  of 
steel  frame  homes. 


Benefits  of  handling  Tri-Steel 


•High  Energy  Efficiency  (R-30) 
•Affordability    'Low  Maintenance 
•Easy  Future  Expansion 
•Easy  Bolt-together  Steel  Frame 
•One-story.  Two-story  &  Tri-levels 
•Exceptional  Strength 
•Fast  Erection    •Superior  Quality 
•Flexible  Clearspan  Interiors 
•Single  &  Multi-family  Designs 
•Commercial  &  Church  Designs 
•Fire  Resistant 

•Assistance  in  Advertising.  Con- 
struction &  Finance 
•No  Inventory  Requirement 
•Complete  Training  &  Support 
•Standard  or  Custom  Designs 


For  a  FREE  Color  Picket  &  more  information: 

^CaU  ToU  Free:  1-800-TRI-STEEL 

k  FuMacliiiK<:l2l4)SSO-03S3 


FOR 
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BY  OWNER 

AUTOS.  BOATS.  AIRPLANES. 

BUSINESSES.  FINE  ART 

HORSES  LUXURY  HOMES 

140.000  INDIVIDUAL  LISTINGS 

NO  BROKERAGE 
COMMISSION 

COMPUTER  LISTINGS 
UPDATED  DAILY 

Toll  Free  1  800  3?  7*^630 


HARD  TO  BORROW? 

Guarantees  We  Do  Not  Make  Loans 

MINIMUM:  SIOO.OOO  5-20  YEARS 

THE  FUNDING  ASSISTANCE 

CORPORATION 

USA  (212)  755-9400 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemsiones  Free  wholesale  catalog  since 
1967'  Member:  Jewelers  Board  of  Trade  &. 
Chamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Mam  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  l-800-«26-8352 


Forbes:  CapkalistTooP 


RAXOPAMIRICA 

AWEgicA  s  low  Place  fax  chstibbutob 


EDUCATIONAL  SERVICL 


FlUY  APPROVED  IINIVERSITY  DEGR  5! 

Economical  home  study  for  Bachel  > 
Master's,  Ph.D.,  fiiUy  approved  by  b 
fomia  State  Department  of  Educan 
Prestigious  facult>'  counsels  for  inde  n 
dent  study  and  life  expeiience  crii 
(5,100  etu-olled  students,  500  faciM 
Free  infomution — Richard  Ci  r^ 
M.D.  (Harvard) ,  President,  C^iumbi;  a 
cific  University,  Department 3D1  IF  1- 
Third  Street,  San  Rafael,  CA  94901. )! 
Free:  (800)  227-0119;  California:  (is 
552-5522:  or  (415)  459-1650. 


^BACHELOR.MASTER.OOCTOiiT 

EARN  A  DEGREE  Use  your  past  expene  1 1 

credit  toward  your  degree  No  classes,  se  la- 

or  oncampiis  attendance  Studies  builiix 

your  eipenence  Selt-paced  •  Send  R  in 

For  No  Cost  Eva  i' 

213-2781? 

910 
Wilshire  V 
flllls.CA.  USAI. 


COLLEGE  DEGREE  f 

BACHELORS  •  MASTERS  •  IX>CTOR« 

For  Worti,  Utt  ani)  Acaile 
Eiperiena  No  CUssroo 
Anendaict  Rtquired 
Call  (213)  471-0:6 
OuUld*  Callforn 
1  •  800-423-32< 
or  send  detailed  resui 
for  Free  Evaluation 
Pacific  Western  University 

600  N  SedulvnU  Blvd    Depi   185  Los  Angeles  CA  9(  > 


FORBES 
MARKET/CLASSIFH 

Advertising  closing  date  is 
month  preceding  date  of  issut 
Frequency  discounts  avail 
Payment  must  accompany  c 
unless  from  accredited  agenc 

FOR  ADDITIONAL  INFGlRMATK 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET/CLASSiPr 

60  Fifth  Avenue.  New  York.  NY  11 
(212)  620-2440 


J 


Forbes  Market/ 


lEI^ 


EXECUTIVE  SERVICES 


EXECUTIVE  SERVICES 


JOB  CHANGING 

t  The  Senior  Executive  Level? 


If  you  have  decided  to  make  a  job  change  and  want  to  do  it  with  a  minimum 
of  risk  and  in  the  shortest  amount  of  time . .  .call  us  today.  We  are  the  leading 
career  management  and  outplacement  firm  serving  senior  executives 
internationally.  Our  practice  is  limited  to  no  more  than  3  new  clients  a  week 
in  each  of  our  offices  ...  as  a  result,  our  clients  enjoy  highly  personalized 
service,  complete  discretion  and  fast  market  entry. 

To  learn  more  about  our  services,  please  call  John  E.  Sullivan,  Senior 
Partner,  East  Coast  (201)  636-6100  or  David  McGough,  Senior  Partner, 
West  Coast  1  (800)  33-EXECS,  in  confidence. 

M     EXECUTIVE  RESOURCES  INTERNATIONAL 
Otficee  in  New  YorK  New  Jersey  and  California.  •   Charter  Member, 
_  National  Associalion  ol  Career  Development  Consultants. 


REAL  ESTATE 


SNAKE  RIVER,  HELLS  CANYON, 
IDAHO  5886  Contigous  Block  Acres  on 
theSnake  River  114  miles  river  front.  This 
ranch  features  wheat  fields,  excellent 
hunting  and  fishing,  winter  grazing  and 
gold  mines.  $207.00  per  acre  buys  land 
and  one  half  Royalties.  Financing  avail- 
able. Mail  inquires  to  Austin  Cater,  Cater 
Investment  Corp.  1000  Louisiana  suite 
2220,  Houston,  TX.  77002 


I  Hunt  your  own  40  acres. 
"I^'lenty  of  game  in  these 
-I tills!  $30,000  and  up.  1% 
^iown.  9%  financing. 
Call  719-379-3263 
Forbes  Waeon  Creek  Ranch 
"I  Box  303 

Ft.  Garland,  CO  81133 


HORSES 


~7^t^>Y^ 


LIVING  ART 

Finest  Arabian  Horses 
Investment-Pleasure-Show 
Private  Showings 
CaU-201-689-2607 


BINDERS 


SUP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 
Slipcase:  $7.95; 
three  for  $21.95 
Binders:  $9.95 
three  for  $27.95 
Add  $1  per  unit  postage  card 
'  handling.  Send  check  to: 

JESSE  JONES  BOX  CORP. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 
Or  call  1-800-972-5858 


REAL  ESTATE 


MAJOR  PRICE  REDUCTION  CODY 
EXECUTIVE  RETREAT.  Adjoining  the 
national  forest  on  two  sides,  this  1,100- 
acre  ranch  lies  at  the  end  of  the  road  in 
its  own  basin.  A  20-miIe  drive  from 
Cody.  The  architect-designed,  11-year- 
old  main  residence  contains  more  than 
6,000  square  feet,  is  in  top  condition 
and  valued  at  $600,000.  The  original  log 
home  is  a  classic,  in  good  condition, 
and  sited  to  command  a  pamoramic 
view  of  many  of  the  peaks  which  form 
the  southern  boundary  of  Yellowstone. 
A  caretaker's  house,  barn  and  log  rec- 
reation hall  complete  the  ranch.  The 
terrain  includes  rock  palisades,  open 
hills,  lush  spring-fed  valleys,  two 
lakes,  timbered  hillsides,  aspen  groves 
and  a  moiuitain  stream.  It  is  being  sold 
to  settle  an  estate.  The  price  has  been 
reduced  more  than  20  percent  from  the 
estate  appraisal  to  $1,500,000. 

ENNIS  AREA  HSHING  RANCH.  En- 
:ompassing  more  than  6,000  deeded 
acres  in  a  contiguous  block,  adjacent  to 
the  Beaverhead  Forest.  It  is  located  45 
minutes  southwest  of  Ennis.  It  contains 
the  first  10  miles  of  the  Ruby  River, 
(center  line  estimate)  as  it  exits  the  for- 
est. This  river  is  private  and  kept  open 
year-round  by  a  warm  spring  creek — 
and  outstanding  rainbow  and  brown 
trout  fishery.  Elk  are  abundant.  Lush 
river  bottoms,  gravity  flow  benchland 
sprinklers  and  mountain  summer  pas- 
tures make  it  an  ideal  home  for  many 
species  of  wildlife.  The  600-animal  unit 
livestock  operation  supports  the  prop- 
erty. Priced  at  $400  per  deeded  acre. 

YELLOWSTONE  PARK  BOUNDARY 
RANCH.  Located  south  of  Livingston 
on  the  north  boundary  of  Yellowstone 
Park,  perhaps  the  most  spectacular 
ranch  in  Montana.  Three  mountain  val- 
leys converge  on  it.  From  the  ranch 
headquarters  one  commands  a  180  de- 
gree vista  of  high  mountain  peaks. 
1,935  contigous  acres  and  no  public  ac- 
cess to  the  national  forest  on  its  bound- 
ary, the  ranch  is  totally  private,  yet 
accessable  year-round.  Priced  at  less 
than  $2,000  per  acre.  Contact  exclusive 
agent  for  seller:  Hall  and  Hall,  Inc. 
P.O.  Box  1924,  Billings,  Mont.  59103. 
(406)  252-2155  or  (406)  682-7583 


•SCARING 


WINE  CELLARS 


WINE  CELLARS 
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Best 


Dealer 
Inquiries  Invited 


We  Wm  Not  Be  Undersold-CaU  us  First. 


■-^WlNECELLARS 


Model  Kctul 

440  Bottle  Capacity  $2494 
700  Bottle  Capacity  3495 

250  Bottle  Capacity  1795 

2S0G  (full  see-thru  door)  2195 

296  Credenza  (Low  Boy) 2495 

Separate  Cooling  Units:  48755° 
600  Bottle  Commercial  Unit  4995 

880  Bottle  Double  Wide  Unit  4495 

1400  Bottle  Capacity  6500 

60  Bottle,  glass  door  699 

Non  wood  unit-Not  hand-made 


Custom  Cellars  &  Racking  Systems  *  Call  for  our  catalog 
WlNECELLARS-USA     (800)  777-VINO  or  (800)  777-8466 

*  839So.LaBreaAve.  ♦  Los  Angeles.  C  A  90036  ♦  Olympic  Sales  Co 

*  Visa/MC/AmEx/Discover  ♦  We  Ship  Anywhere!  *        Since  1 947 


CORPORATE  ITEMS 


Make  your 
training  messages 
stick  with  humor. 

Learn  how  from 
John  Cleese. 

Free  8  minute  video 
rental  with  your  first 
order  of  Video  Arts 
program  in  man- 
agement, selling, 
and  customer  care. 

For  a  FREE 

catalog  call: 

VIDEO 
ARTS 

1-800-553-0091 

xl69 

In  IL  1-312-291-1008 

xl69 


BUILDING  SUPPLIES 


£xcellence  inQak 


Meticulously  detailed  oak  interiors 
and  entrances  for  prestigious 
homes  and  businesses. 
Our  handmade  door, 
moulding,  prehanging 
and  prefinishing 
systems  are  produced 
on  a  limited  basis  by 
master  craftsmen. 

Send  SS  for  28  page 
brocfaare,  or  $12  for 
complete  portfolio. 


•  Box89ft-F 
Ignacio.  €0  81137 

800/245-3667  Eit.F 


EXECUTIVE  GIFTS 


HONOR  A  FRIEND,  CLIENT  OR 
ASSOCIATE  WITH  THE  MOST 
UNIQUE.  RULER  EVER  MADE 


^^Z^' 


OM 

POUND 

STERLim 

SILVERRULER! 

practical,  elegant,  engraved  to  order 

It  takes  over  one  ounce  of  Sterling  Silver 
to  make  every  inch  of  this  unique  12-inch 
and  30-centimeter  ruler  that  weighs  a  full 
troy  pound. 

Each  ruler  is  a  unique  hand  finished 
"edition  of  one,"  engraved  with  your 
name  or  the  name  of  the  friend,  valued 
client  or  associate  you  wish  to  honor,  (or 
any  other  message). 

A  unique,  enduring  way  to  measure 
achievement — and  honor  it.  Minted  in  a 
rich  Florentine  Finish  with  inch  and  met- 
ric scales,  and  engraved  to  order  at  $300 
each,  plus  $5  shipping  and  insurance  or  in 
deluxe  velvet  lined  case  of  genuine  Walnut 
at  $329  each  plus  $5.  No  tax  required. 

AN  EXCLUSIVE  CREATION  FROM 
Precious  MeUl»-Dept.  BNI3 
3  North  New  St.,  Dover.  Delaware  19901 
TO  ORDER:  Send  Check  or  money  order,  ipeci- 
fying  quantity,  engraving  instructions,  regular 
or  deluxe.  For  fastest  service  order  by  telephone, 
seven  days  and  charge  to  MasterCard,  Visa,  or 
American  Ezpreas. 

CALL  TOLL  FREE: 

1-800-443-9393 

or  1-aOO-3S1-1072 


COMPUTERS 


Radio /haek-TANDY 


Our  lOlh  year  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 

Fgi    Prepaid   Save  Tax 
^         Toll  Free  800-231-3680 

■I  mRRYfTlflC  INOUSTRIESINC 
22511  Kaly  Fwy 
Kaiy  (Houston I  TX  77450 
1-713-39:0747  Telex:  774132 


Streetwalker 


Edited  by  Thomas  Jaffe 


Not  so  just  right? 

The  price/earnings  ratio  of  the  Stan- 
dard &  Poor's  500  is  currently 
around  13  times  latest  12-month 
earnings.  Not  too  hot,  not  too  cold 
and  maybe  just  right:  Many  a  Wall 
Street  historian  will  tell  you  that  over 
time  this  is  about  what  the  market 
has  traded  at.  It's  well  down  from  the 
16  times  at  which  the  market  traded  a 
year  ago. 

But  there  is  another  view.  It  holds 
that  right  now,  the  earnings  part  of 
that  ratio  may  be  artificially  high,  on 
the  grounds  that  it  is  being  inflat- 
ed by  the  peak  or  near-peak  cycli- 
cal profits  of  scores  of  big  indus- 
trial companies  in  the  S&P  500. 
Adjust  for  cyclical  peaks,  and  the 
market  as  a  whole  may  really  be 
selling  at  15  or  16  times  normal- 
ized earnings — a  high  valuation 
by  historical  standards. 

And  note  this:  A  stock  selling 
for  15  times  earnings  sells  for  an 
earnings  yield  of  6.7% — at  a  time 
when  high-quality,  short-term 
debt  already  yields  close  to  8% 
and  ten-year  Treasurys  are  priced 
at  9%.  In  refusing  to  get  much 
above  the  2100  level  on  the  Dow, 
despite  the  high  earnings,  the 
market  seems  to  be  saying  that  stock 
yields  are  not  really  competitive  with 
bond  yields  at  the  present  time. 


Chrysler,  again 

Good  news  at  Chrysler  Corp.: 
Third-quarter  earnings  were 
down  just  55%  from  last  year.  Most 
Detroit-watchers  figured  it  would  be 
worse.  And  while  per-share  earnings 
for  the  full  year  should  be  down  to 
$4.50  or  so,  versus  $5.90  in  1987,  ana- 
lyst Wendy  Beale  of  Smith  Barney, 
Harris  Upham  predicts  a  smart  recov- 
ery in  1989  This,  when  she's  looking 
for  lower  earnings  at  General  Motors 
and  Ford  next  year. 

Beale  notes  that  Chrysler  will  be 
offering  a  stronger  product  mix,  in- 
cluding 20%  more  jeeps.  Its  new  A- 
body  cars — the  longer,  roomier  and 
more  powerful  Dodge  Spirit  and 
Plymouth  Acclaim — will  replace  the 
K-car.  Chrysler's  also  counting  on  the 
new  Plymouth  Laser  sports  coupe, 
produced  by  Diamond  Star,  a  joint 
venture  with  Mitsubishi.  Prices  on  its 


comparably  equipped  1989  cars  and 
trucks  will  be  up  4%.  That's  greater 
than  its  price  increases  on  cars  during 
the  last  three  years  combined.  Nor 
should  there  be  any  embarrassing  re- 
structuring costs  in  1989,  as  there 
were  this  year. 

Chrysler's  top  priority,  says  Beale, 
is  defending  its  position  in  the  mini- 
van  and  Cherokee  markets.  Other 
must-dos;  Bigger  engines,  new  mid- 
size cars  and  full-size  pickups.  In  addi- 
tion, Chrysler  is  upgrading  its  tech- 
nology: Thirteen  of  the  1989  car  and 
truck  models  have  antiskid  brakes. 
It's  also  offering  the  first  electronic  4- 


Chryskr. Mitsubishi's  Plymouth  Uiser 
New  models,  nyty  earnings. 


speed  automatic  transmission. 

Beale  expects  earnings  to  rise  to 
$5.80  a  share  next  year.  So  at  a  recent 
Big  Board  price  of  25^/4,  the  stock  sells 
for  only  4.5  times  projected  1989  earn- 
ings. Ford  and  CM?  She  has  buys  on 
them  as  well,  but  they  are  selling  for, 
respectively,  5  and  6.5  times  her  1989 
estimates.  To  boot,  shares  of  Ford  and 
CM  have  made  up  much  of  the 
ground  lost  after  last  year's  crash, 
whereas  Chrysler's  stock  isn't  much 
higher  than  where  it  was  trading  at 
the  beginning  of  the  year. 


Replacement  earnings 

Over  the  last  three  years  or  so,  Ech- 
lin  Inc.  made  over  20  small  acqui- 
sitions of  auto  parts  manufacturers  in 
order  to  broaden  its  penetration  of  the 
automotive  aftcrmarket.  Absorbing 
this  many  acquisitions  took  a  toll  on 
Echlin's  earnings.  Last  year  earnings 
at  the  Branford,  Conn. -based  $1.3  bil- 
lion (estimated  1988  sales)  company 
were  down  to  88  cents  a  share  from 
$1.11  the  year  before.  The  good  news, 


says  analyst  Joseph  Phillippi  of  Shear- 
son  Lehman  Hutton,  is  that  Echlin's 
earnings  will  recover  smartly  as  the 
company  benefits  from  the  higher 
volume. 

Meanwhile,  cash-flow-rich  Echlin 
keeps  on  acquiring.  In  September  it 
paid  $47  million  for  GKN  Aftcrmar- 
ket Import  Parts,  an  importer,  packag- 
er and  redistributor  of  parts  and  acces- 
sories for  foreign  cars  and  light 
trucks — $100  million  of  sales.  A  good 
deal,  says  Phillippi.  Imported  cars  and 
light  trucks  are  a  growth  market,  he 
notes,  with  the  market  for  functional 
replacement  parts  for  imports  about 
Si  billion  at  manufacturers'  selling 
prices.  And  many  of  GKN's  cata- 
logued items  could  eventually  be  sup- 
plied by  various  Echlin  plants  both 
here  and  abroad. 
Phillippi  thinks  Echlin  earnings 
will  recover  to  $1.12  a  share  in 
1988  and  make  it  to  $1.40  a  share 
next  year.  Recently  at  17V8  on  the 
Big  Board,  or  12  times  his  1989 
estimate,  Phillippi  says  this  qual- 
ity company  is  a  buy.  There  are 
55.6  million  shares. 


Half  a  turnaround 

What's  behind  the  recent 
runup  in  Edison  Brothers 
Stores,  Inc.?  (Recent  NYSE  price, 
33'/2.)  Not  buyout  rumors — 
there's  a  welcome  change — but 
sharply  higher  earnings.  Credit 
here  goes  to  the  new  manage- 
ment team  of  Martin  Sneider  and  An- 
drew Newman  who  in  April  1987, 
became  president  and  chairman,  re- 
spectively, of  the  sleepy  St.  Louis- 
based  footwear  and  apparel  retailer. 

Since  taking  over  $900  million  (es- 
timated 1988  sales)  Edison,  the  team 
has  phased  out  the  Fashion  Conspira- 
cy women's  wear  chain,  acquired  J. 
Riggings — a  chain  of  young  men's  ap- 
parel stores — sold  the  Gussini  shoe 
chain  and  cut  overhead. 

Edison,  which  lost  $2.11  a  share  in 
1987,  will  earn  $3  a  share  this  year 
and  $3.50  in  1989,  according  to  ana- 
lyst David  Soshnik  of  St.  Louis'  Stifel, 
Nicolaus  &.  Co.  Nor  does  Soshnik 
think  these  profits  are  at  a  cyclical 
peak.  Edison's  recent  earnings 
strength,  says  he,  is  coming  from  the 
apparel  side.  With  the  addition  of  J. 
Riggings  to  its  Jeans  West  and  Oak 
Tree  menswear  store  chains,  the  com- 
pany is  concentrating  on  higher-mar- 
gined business. 

But  the  turnaround  is  only  half 
complete.  Footwear  remains  a  prob- 
lem. Edison  is  the  largest  U.S.  retailer 
of  women's  fashion  shoes,  through  its 
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chandlers,  Bakers,  Leeds,  the  Wild 
Pair,  Sacha  London  and  Burts  chains. 
While  footwear  accounts  for  roughly 
60%  of  sales,  the  business  lost  money 
in  1987  and  will  be  only  marginally 
profitable  in  1988.  If  Sneider  and 
Newman  cannot  turn  the  business 
aroxmd,  Soshnik  thinks  they  may  sell 
or  spin  it  off.  In  a  sale,  he's  confident 
footwear  could  fetch  more  than  its 
$150  million  book  value. 

Even  with  the  stock  up  10%  in  the 
past  two  weeks,  Soshnik  still  thinks 
Edison — at  less  than  ten  times  esti- 
mated 1989  earnings — is  a  solid  long- 
term  buy.  There  are  10  million  shares. 
Insiders  own  about  40% . 


for  Bird  watchers 

Since  1980,  Westwood,  Mass.- 
based  Bird  Inc.  has  ended  the  year 
in  the  black  just  twice,  and  even  then 
by  only  peimies  per  share.  But  this 
year  the  $193  million  (sales)  manufac- 
turer of  building  and  roofing  materi- 
als, centrifuges,  filters  and  other  pro- 
cess equipment  is  flying  high.  Its 
building  products  business,  much  of 
which  is  focused  on  the  remodeling 
market  in  the  Northeast,  is  doing 
well.  The  markets  for  Bird's  process 
equipment,  which  include  the  chemi- 
cals, mining,  fertilizer  and  paper  in- 
dustries, have  also  improved. 

Bird  has  shed  assorted  laggards 
along  the  way.  In  1985  it  sold  all  of  its 
asphalt  roofing  facilities  outside  New 
England.  The  following  year  it  im- 
loaded  seven  building  materials  dis- 
tribution centers  located  in  Oregon 
and  Utah.  In  March,  Bird  sold  most  of 
its  European  industrial  business. 
Meanwhile,  the  company  has  built  a 
$13  million  state  of  the  art  asphalt 
roofing  plant,  begvm  to  produce  vinyl 
windows  and  gotten  into  the  cleanup 
of  industrial  waste. 

hi  1987  Bird  lost  $2.20  a  share.  But 
even  allowing  for  the  rapid  cooling  of 
the  Massachusetts  economy  (and 
with  it,  perhaps,  the  rest  of  New  En- 
gland), Bird  watchers  estimate  the 
company  will  earn  at  least  80  cents  a 
share  this  year  and  $1.05  or  so  next 
year.  That's  without  factoring  in  the 
value  of  Bird's  substantial  tax-loss 
carryforwards.  As  for  the  stock, 
though  it  has  bounced  back  from  a 
postcrash  low  of  3^8  to  a  recent  8,  its 
supporters  think  it  has  a  ways  to  go 
yet.  Consider  that  between  1985  and 
1987,  when  the  company  was  still 
losing  money.  Bird  managed  to  trade 
as  high  as  II  or  12.  There  are  4.2 
million  o-t-c  shares;  officers  and  di- 
rectors own  some  1 7% . 
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Read  two  at  night, 
Wake  inspired  in  the 
morning 

The  original  volume  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  was  a  bedside 
book,  a  traveling  companion,  an  ideal  birthday 
or  holiday  gift,  even  part  of  the  new  employee 
program  at  a  firm  of  business  consultants. 

Now  in  a  handsome  blue  cloth  slipcase,  the 
expanded  two-volume  edition  of  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
being  offered  to  Forbes  readers. 

The  result  of  patient  culling  month  by  month 
over  a  number  of  years,  each  volume  contains 
some  3,500  polished  gems  of  wisdom  from 
the  great  authors  of  Greece  and  Rome  down 
to  our  own  day. 

The  pages  are  generously  laid  out  on  good 
quality  paper,  a  pleasure  to  browse  through  and 
savor  at  random,  a  Thought  or  two  at  a  time. 
Alternatively,  a  special  index  allows  the  pursuit 
of  themes  such  as  thoughts  on  Courage,  Patriotism, 
Faith,  Romance  and  Taxes. 

The  binding  is  blue  cloth  with  matching  slipcase.  The  lettering  on  the 
spine  is  imprinted  in  gold. 

The  price  for  the  two  volume  set,  $31 .95,  is  a  nice  saving  on  the  per  volume 
price  of  $18.50.  To  order,  simply  fill  out  and  mail  the  coupon  below. 


The  original  volume.  500  pages,  approximately 
3,500  Thoughts.  Same  binding  as  two-volume  set. 
Only  $18.50 


1        rOlU^S    DEPTT,  60  FIFTH  AVENUE,  NEW  YORK,  NY  10011 

■n 

1              Send  me  the  2-volume  boxed  set  of  The  Forbes  Scrapbook  of  Thoughts 
1              on  the  Business  of  Life.  My  check  for  the  special  price  of  $31 .95  enclosed. 

1              Send  me  the  original  one-volume  collection.  My  check  for  $18.50  enclosed. 

■           Send  to                                                                                               n  charge  my  credH  card 

1                                                  (please  print)                                               n  American  Express 

1          Address                                                                                              D  Mastercard 

2                                                                                                                                   D  VISA 

1       City                             State          Zip 

.J 

■  ».,                  .    J          .             jL      J..        L              .,.                        Credit  Card  Number 

■  All  prices  include  postage  and  handling  charges.  Please  add 

I         appropriate  sales  tax  on  New  York  State  orders  and  other 

■         states  where  applicable.                                                              Expiration  date 
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ADVERTISEMENT 


A  Message  of  Importance  to 
Ad  Agencies  and  Advertisers  About 


The  Magazine  That  Reaches  The  Frequent 
Buyers  Aboard  Delta  Air  Lines* 


I  think  that  it's  about  time  we  put  a 
ridiculous  myth  to  rest!  The  one 
about  in-flight  magazines  being  all 
"glitz  and  glitter." 

Traditional  media  thinking  has 
led  many  to  believe  that  topicality  is 
the  exclusive  domain  of  such  news, 
business  and  general  interest  maga- 
zines as  Newsweek,  Time,  Business 
Month  and  Fortune  -  to  name  just  a 
few.  And  that  the  best  way  to  reach 
an  upscale,  business/professional 
audience  from  an  advertising 
standpoint  is  through  those  and 
similar  magazines.  Well,  that  simply 
isnottruel 

As  the  publishers  of  Delta  SKY 
magazine,  we  have  compiled  edito- 
rial comparisons  between  SKY  and 
several  leading  mass-media  con- 
sumer publications  . .  .   and  lo  and 

behold  . . .  the  results  were  a  real  eye-opener!  Not  only  does  SKY 
place  a  premium  on  being  topical  and  timely,  but  we  create  an 
editorial  atmt«phere  that's  better  and  more  topical  than  most 
ofthe  monthly  major  publications. 

As  they  say,  "Imitation  is  the  greatest  form  of  flattery."  For 
a  list  of  some  ofthe  articles  that  ran  in  SKY,  only  to  appear  at 
a  later  date  in  other  publications,  please  ask  us  to  send  you  our 
brcKhure  entitled  "There's  More  To  Inflights  Than  Meets  The 
Eye." 

Our  2,099,000  monthly  readers  are  67%  male  and  33% 
female  . . .  affluent  . . .  most  in  professional,  managerial  and 
upper-echelon  sales.  Your  ad  reaches  an  audience  that  has  the 
disposable  income  you're  liH)king  for,  with  80%  having  a  house- 
hold income  in  excess  of  $60,000.  Our  readers  buy  more  new 
cars,  own  more  VCRs  and  entertainment  equipment,  wear  fine 
jewelry  and  use  upgraded  photo  equipment,  imbibe  in  fine  wine 
and  liquor  and  travel  more  than  any  other  readership  gri>up  you 
can  name.  Let  it  suffice  that  97%  (that's  ninety  seven  percent) 
of  our  readers  own  major  credit  cards  : . .  and  if  that  doesn't  tell 
you  something,  then  I'm  not  making  my  point. 

But  . . .  there's  a  great  deal  more  that  SKY  has  to  offer  ...  in 
the  way  of  solid  benefits  for  the  advertiser . . .  and  they're  impor- 
tant enough  to  enumerate: 

■  ALowCPM. 

■  Number  1  inadpagesper  issue  of  the  national  carriers. 

■  Reaching  more  passengers  than  any  other  in-flight. 

■  Quality  paper  stcKk  and  quality  repnxluction. 

■  All  articles  are  continued  on  the  next  page  (reader's  interest 
is  held  and  ads  are  not  passed  over). 


By  SEYMOUR  GERBER 
Publisher 


■  No  ad  banks. 

■  A  captive  market  (where  reading 
can  be  done  in  a  relaxed  atmos- 
phere). 

■  Free  reader  service. 

■  Free  conversion  study  for  new  ac- 
counts. 

Although  we  don't  solicit  direct 
response  advertising,  the  ones  we  do 
have,  serve  as  an  absolute  measuring 
device  to  determine  readership.  Cer- 
tainly a  magazine  that  retains  direct 
response  advertisers  for  a  period  of  10 
years  on  a  consecutive  basis  is  proof- 
positive  that  Delta  SKY  is  being 
read! 

As  the  publisher  of  Delta  SKY, 
Halsey  Publishing  points  with  pride 
to  the  airline  that  distributes  SKY. 
Delta  Air  Lines  is  the  number-one 
airline  in  the  world  today  . . .  flying 
more  passengers  (56,970,589)  in  1987  than  any  other  airline  in 
the  world.  Its  reputation  as  a  quality  airline  with  financial  sta- 
bility, unequaled  in  the  industry,  affords  us  a  comfort  level  few 
in-flight  publishers  can  enjoy. 

What  does  this  mean  to  you  as  an  advertiser?  It's  basically 
simple;  You're  talking  to  an  audience  that's  loyal  and  affluent. 
Passengers  that  will  read  your  ad,  will  absorb  your  message  and 
respond.  That's  the  most  we,  as  publishers,  can  do  for  you  . . . 
the  rest  is  up  to  you. 

Send  for  our  complete  media  kit  today.  I  assure  you  the  num- 
bers, the  statistics  and  all  the  survey  information  will  be  most 
enlightening.  You  might  even  find  yourself  deciding  that  the 
place  to  put  your  wisest  iid\jerusmg(iui\iirs  is  in  Delta  SKY.' 


You  can  call  me  personally  and  I'll  be  delighted  to 
answer  any  and  all  of  your  questions  ...  or  contact  our 
Vice  President  of  Sales,  Joan  Lyons  Sukana. 

Our  TOLL  FREE  number:  1-800-523-6809 
■  HALSEY  PUBLISHING  CO. 

■M^     12955  Biscayne  Boulevard 
I  1^     No.  Miami,  Florida  33181 
■  Phone:(305)893-1520 


SKY  is  placed  in  ev«7  seat  hack  of  every  Delta  Air  Lines  /light.  Catering  to 
pnmarxl-i  a  business  auJience,  the  magazxne  has  dtverstfied  editorial  content 
u'll/i  an  emphasis  on  husmess.  Topical  subjects  covered  m  depth  include:  tech- 
nologv,  sfwrrts,  travel.  psychoLigy.  leadership  profile,  management,  lifestyle, 
aris/enteruimment  ami  colkcubles. 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Seventy  years  ago  in  Forbes 

(From  the  issue  of  November  30.  1918) 
"Russell  Sage  was  the  most  notori- 
ous, the  most  conspicuous  skinfhnt 
in  American  aimals.  He  married  in 
middle  life,  as  his  second  wife,  a 
woman  of  great  nobility  of  character. 
During  his  lifetime  she  strove  to  in- 
duce him  to  use  for  worthy  purposes  at 
least  a  small  part  of  his  inordinate 
fortune.  But  all  in  vain.  ...  He  held  on 
to  his  greedily  won  millions  until  the 
very  last.  What  Mrs.  Sage  was  frustrat- 
ed from  doing  during  her  husband's 
lifetime  she  lost  no  time  in  undertak- 
ing when  death  removed  his  grip  on 
the  money  bags.  No  woman  has  ever 
used  great  wealth  more  wisely." 

Forbes' first  post-Armistice  cover 


FORBES 
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>  Sixty  years  ago 

'  (From  the  issue  of  December  /,  1928) 
"Industry  today  is  king.  Fitting  it  is, 
therefore,  that  the  U.S.  will  have  at  its 
head  during  the  coming  four  years  a 
man  ripely  experienced  in  the  affairs 
of  business.  Herbert  Hoover  enters 
the  White  House  better  trained  in  in- 
dustry, in  engineering,  in  business 
than  any  predecessor." 

"Chevrolet's  four-square  entry  into 
the  six-cylinder  field  is  the  year's  most 
significant  [auto]  announcement.  This 
division  of  General  Motors,  after  hav- 
ing built  up  a  tremendous  production 
and  market  in  the  four-cylinder  field, 


has  apparently  now  found  it  possible 
to  bring  out  a  line  of  sixes  in  the  price 
range  of  a  four.  ...  In  fact,  in  the  cases 
of  the  coupe,  sedan  and  sport  cabriolet, 
they  are  the  same  at  $595,  $675  and 
$695 " 


This  sleeper-bus  was  introduced  in  1928 


Titty  years  ago 

(From  the  issue  of  December  1,  1938) 
"\  was  quite  close  to  Warren  Harding 
during  his  Administration,  often 
stayed  at  the  White  House,  and  saw 
much  of  the  inner  workings  of  the 
White  House.  Having  been  at  college 
with  Calvin  Coolidge,  I  saw  even 
more  of  him  when  President.  I  want 
to  tell  you  this  most  earnestly  and 
emphatically:  I  would  rather  spend 
four  years  in  any  prison  in  America 
than  spend  four  years  in  the  White 
House." — Senator  Dwight  W.  Morrow 

"The  November  elections  demon- 
strated most  emphatically  the  trend  of 
public  sentiment  politically.  Hence- 
forth the  White  House  may  propose, 
but  the  new  Congress  will  dispose. 
This  unquestionably  marks  the  most 
encouraging  development  of  1938." 

Twenty-^ve  years  ago 

(From  the  issue  of  December  1,  1963) 
"In  the  wake  of  Malcolm  Maclntyre's 
resignation  as  president.  Eastern  Air 
Lines  last  month  went  before  the  CAB 
to  ask  permission  to  boost  fares  on 
its  Boston-New  York- Washington  air 
shuttle.  Eastern  wanted  to  raise  prices 
by  $1  per  ticket — to  $14  New  York- 
Boston,  $16  New  York- Washington." 

"Fastest-growing  U.S.  region  in  the 
last  decade  has  been  the  Mountain 
states — Arizona,  Colorado,  Idaho, 
Montana,  Nevada,  New  Mexico,  Utah 
and  Wyoming — whose  population 
rose  38%;  while  the  Middle  Atlantic 
states — New  York,  New  Jersey  and 
Pennsylvania — have  grown  slowest, 
up  only  8%. " 


"The  market  had  opened  briskly  that 
morning  (Nov.  22,  1963)  with  prices 
rebounding  from  the  shock  of  the  sus- 
pension of  two  brokerage  houses  the 
day  before.  Then,  suddenly,  the  news 
swept  the  country:  'He's  dead!'  As  the 
bells  of  historic  Trinity  Church  at  the 
head  of  Wall  Street  started  tolling  for 
the  martyred  President,  bids  for 
stocks  all  but  evaporated.  .  .  .  Hastily, 
the  Board  of  Governors  of  the  Ex- 
change met  and  ordered  the  market 
closed,  one  hour  and  23  minutes  ahead 
of  schedule.  It  was  the  f  1 ;  st  time  in  30 
years  they  had  done  suc;\  a  thing." 


Ten  years  ago 

(From  the  issue  of  November  27,  1978) 
"The  time  to  buy  at  bargain  prices  is 
when  the  news  is  so  terrible  that  ev- 
eryone is  selling  and  driving  down 
prices.  In  general,  American  stocks 
are  now  bargains.  They  are  selling 
much  lower  than  usual  in  relation  to 
earnings,  dividends,  book  values." 

— John  Templeton 

"On  Iran,  Carter's  dead  right  and  the 
non-Red  rioting  students  and  those 
wanting  greater  democracy  in  Iran  are 
dead  wrong  if  they  think  toppling  the 
Shah  will  accomplish  their  purposes. 
The  clout  that's  brought  Iran  to  a  boil 
comes  not  from  liberals  but  from 
powerful,  utterly  reactionary  Moslem 
fundamentalist  religious  leaders. 
They're  infuriated  with  the  Shah  be- 
cause he  took  their  lands  and  redis- 
tributed them  to  the  peasants,  be- 
cause he  gave  women  the  right  to  vote 
and  to  hold  office.  They  are  Qaddafi- 
like  fanatics  and,  should  they  get 
power,  students  and  liberals  by  the 
thousands  will  not  only  find  they 
were  dead  wrong,  but  likely  dead 
too." — Malcolm  S.  Forbes 
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Teach  us  that  wealth  is  not 

elegance,  that  profusion 

is  not  magnificence, 

that  splendor  is  not 

beauty. 

Benjamin  Disraeli 


Where  quality  is  sought  after, 
the  thing  of  supreme  quality 
is  cheap,  whatever  the  price 
one  has  to  pay  for  it. 
William  James 


Nothing  is  cheap  which  is 
superfluous,  for  what  one 
does  not  need,  is  dear 
at  a  permy. 
Plutarch 


Everyone  talks  ceaselessly 
about  not  overdoing  things, 
and  no  one  does  anything 
about  it. 
La  Fontaine 


The  moderate  are  not  usually 
the  most  sincere,  for  the  same 
circumspection  which  makes 
them  moderate  makes  them 
likewise  retentive  of  what 
could  give  offense. 
Walter  Savage  Landor 


People  who  are  greedy  have 
extraordinary  capacities  for 
waste — they  must,  they  take 
in  too  much. 
Norman  Mailer 


What  costs  little  is 
less  esteemed. 
Thomas  Fuller 


You  never  know  what 
is  enough  unless  you 
know  what  is  more 
than  enough. 
William  Blake 


There  is  nobody  poorer  than 
the  rich  man  who  doesn't 
know  how  to  be  wasteful. 
Arthur  Schnitzler 


Thoughts 

on  the  Business  of  Life 


Have  you  ever  been  in  a  restaurant 
with  someone  who  took  a  delight  in 
wasting  such  things  as  hadn  't  to  be 
paid  for  directly?  Remonstrance 
would  bring  the  retort  that  it  didn  't 
matter,  as  no  charge  could  be  made 
No?  Who  stands  the  needless,  wicked 
loss?  The  cost  is  written  into  your  bill. 
Though  we  cannot  perhaps  trace  our 
connection  with  most  of  the  economic 
happenings,  these  happenings  do  react 
upon  the  condition  of  each  one  of  us. 
The  free  bread  and  butter  wasted  in 
the  restaurant  enter  into  the 
economic  calculatiotis. 
B.C.  Forbes 


The  prodigal  robs  his  heir, 
the  miser  robs  himself.  The 
middle  way  is  justice  to 
ourselves  and  others. 
Jean  de  La  Bruyere 


The  word  which  gives  the  key 
to  the  national  vice 
is  waste. 
Henry  Miller 


Waste  cannot  be  accurately 
told,  though  we  are  sensible 
how  destructive  it  is. 
Samuel  Johnson 


All  actions  beyond  the  ordinary 
limits  arc  subject  to  some 
sinister  interpretation. 
Michel  de  Montaigne 


More  than  6.000  ■Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  won  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


The  mother  of  excess  is 
not  pleasure,  but  the  lack 
of  it. 
Friedrich  Nietzsche 


A  man  often  pays  dear  for  a 

small  frugality. 

Ralph  Waldo  Emerson 


Let  us  teach  ourselves  that 

honorable  step,  not  to  outdo 

discretion. 

William  Shakespeare 


All  good  things  are  cheap; 
all  bad  are  very  dear. 
Henry  David  Thoreau 


Gain  may  be  temporary  and 
uncertain;  but  ever  while  you 
live,  expense  is  constant  and 
certain:  and  it  is  easier  to 
build  two  chimneys  than 
to  keep  one  in  fuel. 
Benjamin  Franklin 


A  Text . . . 

Wherefore  do  ye  spend 
money  for  that  which  is  not 
bread?  and  your  labour  for 
that  which  satisfieth  not? 
hearken  diligently  unto  me, 
and  eat  ye  that  which  is 
good,  and  let  your  soul 
delight  in  fatness. 
ISAL\H  55:2 


Sent  in  by  Paul  McVie,  Atlanta,  Ga. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Let  pleasure  be  ever  so  innocent, 
the  excess  is  always  criminal. 
Saint-Evremond 


A  fellow  who  is  always  declaring 
he's  no  fool  usually  has 
his  suspicions. 
Wilson  Mizner 
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TI IKFE  DOI-LKHS  SEVT.NTY-FIV'E  CENTS 


AN  INTERVIEW  WITH 

NOBEL  LAUREATE 

MILTON  FRIEDMAN 


. . .  You  don^t  hear  politicians  boasting  about 
wanting  to  spend  a  lot  more;  you  hear  them 
trying  to  figure  out  how  to  spend  money  in  ways 
that  don^t  look  like  spending  money/^ 

^\ . .  Inflation  will  not  be  a  major  problem  in 
the  next  several  decades  for  a  very  simple  rea- 
son: It^s  not  politically  profitable/^ 

^S . .  The  political  power  of  the  old  is  going  to 
get  smaller  and  not  larger ....  You^re  going  to 
have  a  revolt  of  the  young  against  the  old.'^ 

". . .  Perestroika  is  mostly  talk." 

"...It's  a  myth  that  the  Japanese  govern- 
ment . . .  directs  the  economy;  actually  Japan 
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Even  grownups  neeci  to  know  thai  Santa  loves  them. 

And  a  very  special  way  to  say  it  this  C^hrisimas 

is  with  a  j^ift  of  flowers  from  vonr  FTIF  Morist. 

rhe\  have  a  Ix^antifnl  selection  of  holiday  arrangements 

that  will  keep  sasing  "I  Lo\'e  \on"  after  all  the  gifts  are  put  away. 

Just  make  sure  you  ask  your  florist  to  send  it  through  l^TD.  And 
[)rove  to  the  ones  you  k)vt^  that  there  really  is  a  Santa  Claus. 
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The  feeling  never  ends; 


If  the  cost  of  premiums 

was  allthat  mattered, 

Liberty  Mutual 

wouldn't  be  the 
largest  insurer 

of  America's 
working  men 
and  women. 

It's  a  fact. 

Any  insurance  company  can  write  a  cheaper  workers  compensation  policy  today.  The  question  is: 
What  will  it  cost  you  down  the  road? 

At  Liberty  Mutual  we  believe  in  a  philosophy  of  doing  business  that  more  than  100,000 
American  businesses  believe  in. 

Put  simply —all  of  our  services  are  designed  to  help  you  reduce  the  "final  cost"  of  your  insurance. 

We  believe  that  working  together  we  can  create  a  Scifer  working  environment  that  will  help 
prevent  accidents  before  they  happen,  resulting  in  a  lower  "final  cost!' 

We  believe  that  our  expertise  in  controlling  disability  costs  and  our  ability  to  put  people  back  to 
work  results  in  a  lower  "final  cost!' 

We  believe  that  building  long-term  relationships  result  in  a  lower  "final  cost!'  In  good  times.  And  bad. 

We  believe  that  dealing  without  brokers  or  middlemen  resulffean  a  lower  "final  cost!'  All  our 
people's  energies  are  working  for  you. 

We  believe  that  putting  a  team  of  our  people  where  you  are  gives  us  a  unique  service  capability 
that  results  in  a  lower  "final  cost!' 

We  have  a  philosophy  that  works.  A  philosophy  that  has  not  only  made  us  the  leader  in 
A IV  /ir-oi/-.  A  nr-T  ii-t  tt-c-  iivt  Workcrs  Compensation  for  the  past 

AMERICA  BELIEVES  IN  51  years,  but  also  one  of  the  leaders       LIBERTY; 

LIBERTY  MUTUAL  INSURANCE.       in  Liability  and  Property  insurance.       MUTUAL, 

C  Liberty  Mutual  Insurance  Group/Boston 
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I  ^E  NEW  BMW  5-SERIES.THE  MOST  '  ^<^  ^y  winced  and  the  <^r  a 

INNOVATIVE  PERFCRMANCE  SEDAN  SINCE  ;;X  ^  hLtiok twl^t 

WE  INTRODUCED  THE  FIRST  ONE.  s^ud.rZt:X:. 

Neai ,)  L.  .u.c  dcaidcs  ago,  BMW  civ..;  jd  the  very  tirst  Now,  to  the  delight  of  the  former  and  the  conti' 

automol  'i-^  that  combined  true  spot :  car  performance  ued  frustration  of  the  latter,  BMW-'  introduces  a  5-Sei 

with  k  ,:i  practicality.  that,  in  the  words  of  AutoWeek  Magazine,  "effective! 

Seri.v  ,s  drivers  no  longer  had  to  choose  between  recalibrates  the  performance  sedan  benchmark." 


C  1988 BMW i>INi'        'nuiuj  liu    llu' HM\V  iradrmark  jndloguaK-rrgisirrrd 


VACHERIE,  ST.  JAMES  PARISH. 


I   The  new  535i  you  see  here  abundantly  fulfills  the 
jj  mise  of  its  athletic  shape.  Its  208-hp6-cylinder  sprints 
i  n  0  to  60  m  just  over  7  seconds,  while  its  sleek,  stable 
)J  ly  and  patented  fully-independent  suspension  let  you 
iJice  through  comers  wdth  ease. 
-      It  IS  roomier  inside  and  provides  "almost  perfect 
1  se  insulation"  plus  "ride  comfort  that  sets  a  newstan- 
ijd  in  this  class"  (Automobile  Magazine). 

J. 


And  its  host  of  inventive  safety  features  includes 
superior  anti-lock  brakes  and  unitized  steel  construc- 
tion designed  to  absorb  35%  more  impact  energ>'  than 
U.S.crashworthiness  standards  require. 

The  new  5-Senes  is  impressive  on  paper  But  as  a 
test  dnve  at  your  authonzed  BMW  dealer  \m11    "^~^ 
prove,  it  is  exhilaratinglv  so  on  pavement. 

THE  UlTIMATE  DRIVING  MACHINE; 
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The  road  from  serfdom 

In  Europe  "liberalism"  tends  to  mean  advocacy  of  free  markets 
with  minimal  government  interference,  but  it  generally  means 
the  opposite  in  the  U.S.  "Why  liberalism  is  now  obsolete"  (p. 
161),  our  cover  interview  in  this  issue,  refers,  of  course,  to 
liberalism  in  the  American  sense. 

The     recent     presidential  s,e^.en  Br,».„ 

election  gave  no  clear  answer 
as  to  whether  or  not  Ameri- 
cans wanted  the  Reagan  reac- 
tion against  liberalism  to 
continue.  So  we  turned  to 
Milton  Friedman,  our  great- 
est living  economist  and  a 
man  of  great  wisdom.  Fried- 
man told  us  that  the  intellec- 
tual tide  has  definitely 
turned  against  the  left  and 
traces  the  turn  to  Friedrich  Hayek's  great  work.  The  Road  to 
Serfdom,  published  m  1944.  Anyone  who  cares  about  the  future 
will  want  to  read  Peter  Brimelow's  thoughtful  dialog  with  the 
Nobel  laureate. 

The  joy  of  ownership 

In  1985,  when  we  first  published  a  list  of  the  400  largest  private 
businesses  m  the  U.S.,  the  list  was  dominated  by  such  reclusive 
enterprises  as  Cargill,  Continental  Grain  and  Mars.  Since  then, 
leveraged  buyouts  and  the  ease  of  selling  junk  bonds  have  added 
many  big  names.  For  nearly  a  century  the  trend  was  in  the 
opposite  direction:  Year  after  year  fewer  and  fewer  big  compa- 
nies remained  in  private  hands,  and  the  split  between  manage- 
ment and  ownership — celebrated  by  Berle  and  Means — was 
widening.  But  now  more  and  more  companies  are  eliminating 
public  shareholders  and  are  being  run  by  people  who  own  them 
or  who  have  at  least  a  major  stake  in  them.  To  assemble  the 
figures  for  the  report,  Tina  Russo,  Marygene  Kirk  and  Steven 
Ramos  sorted  through  questionnaires,  interview  notes,  press 
clippings  and  SEC  files  on  800  different  companies.  Page  178. 

Welcome  aboard 

I  am  happy  to  announce  two  major  additions  to  our  editorial 
staff.  John  Marcom  Jr.,  31,  joins  us  as  European  Bureau  Manager, 
based  in  London.  He  majored  in  economics  at  Princeton,  then 
worked  for  the  Wall  Street  Journal,  first  in  Tokyo  and  later  in 
London.  Between  foreign  assignments,  Marcom  was  stationed 
in  New  York,  where  he  covered  the  computer  industry. 

David  Churbuck,  30,  formerly  executive  news  editor  of  PC 
Weo^^.  will  work  out  of  Boston  as  an  associate  editor  covering 
computers/communications  for  Forbes.  A  graduate  of  Yale,  he 
worked  as  statehouse  reporter  for  the  Laurence  Eagle-Tribune 
before  joining  PC  Week. 


C/Editor 
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Scent  matters. 


FOR  MEN 

FRAGRANCE 


The  confidence  behind  the  image 


Follow-Through 


The  price 
was  right 

Dec.  2,  19H5 
John  Seahrook 


When  Forbes  last  looked  at  Go- 
taas-Larsen  Shipping  Corp.,  three 
years  ago,  John  Seabrook's  smoothly 
running  operation  with  an  underper- 
forming  stock  looked  like  an  attrac- 
tive takeover  target.  Seahrook  had  al- 
ready erected  some  formidable  take- 
over defenses,  and  Forbes  figured 
before  any  raider  got  through  them 
Seabrook,  who  called  the  stock  expen- 
sive at  $16  a  share,  would  try  to  take 
his  company  private.  We  were  wrong. 
Last  month  Seahrook  lowered  the 
defenses,  and  Gotaas-Larsen  agreed  to 
be  acquired  for  $670  million  by  Lon- 
don investors  David  and  Frederick 
Barclay.  Seabrook  had  since  sold  off 
Gotaas-Larscn's  cruise  ship  operation, 
leaving  mainly  a  thriving  business  in 
the  transport  of  liquefied  natural  gas, 
which  the  Barclays  now  get.  Gotaas- 
Larsen  shareholders  will  get  at  least 
$48  a  share.— Edward  F.  Cone 


Youth  will 
be  served 

Mov.  18.  I9H5 
SUfcn  cmci 
Miid.K'11  Rules 


have  gone  up  sixfold,  to  some  $615 
million.  To  be  sure,  the  Rales  boys  are 
still  controversial.  Their  $2.5  billion 
bid  for  Interco,  the  St.  Louis-based 
maker  of  clothing,  furniture  and 
shoes,  was  abandoned  in  November, 
but  the  still  youthful  brothers  are 
clearly  emerging  as  important  players 
in  the  takeover  game. — E.F.C. 


Global 
protection 

Oci.  J,  19fiH 


Fl  Icdgling  takeover  artists  Steven 
and  Mitchell  Rales,  then  34  and  29, 
inspired  little  confidence  three  years 
ago.  Forbes  was  uncomfortable  with 
their  highly  leveraged  deals  and  said 
their  real  estate  background  was  no 
promise  of  success  in  a  tough  market 
We  even  labeled  the  brothers  "cock> 
to  the  point  of  foolishness." 

Cocky  perhaps,  but  not  so  foolish. 
The  Rales  brothers  have  continued  to 
buy  up  companies,  eight  .so  far.  And 
they  have  shown  themselves  to  be 
hardworking,  astute  managers,  shish 
ing  costs  and  improving  margins  ai 
their  acquisitions.  Profits  at  their  flag 
ship  company,  Danaher  Corp.,  have 
gone  from  under  $3  million  in  1984  tu 
$19  million  last  year,  on  sales  that 


Two  months  ago  Forbes  addressed 
the  question  of  intellectual  proper- 
ty rights,  a  volatile  issue  as  artists 
fight  to  retain  control  over  their  pub- 
lished work,  written  and  recorded.  Big 
money  is  at  stake,  and  Forbes  said 
resolution  would  come  in  the  courts 
and  in  Congress. 

Score  one  for  the  artists.  In  October 
President  Reagan  signed  a  bill  requir- 
ing U.S.  adherence  to  the  Berne  Con- 
vention, the  principal  international 
copyright  treaty.  The  law  will  provide 
greater  protection  for  U.S.  citizens 
who  create  intellectual  property. 
"Artists  will  no  longer  have  to  pub- 
lish work  in  a  Beme  Convention 
country  as  well  as  in  the  U.S.  to  get 
worldwide  protection,"  says  enter- 
tainment lawyer  Peter  Dekom.  Maxi- 
mum fines  for  willful  copyright  in- 
fringement will  double,  from  $50,000 
to  $100,000.— Peter  Newcomb 


A  sister 
shines 

(J Juries  Townsenci 


dards,  were  shrinking.  Forbes  said 
that  Charles  Townsend,  brought  in  as 
publisher  two  years  ago,  had  his  hands 
full  turning  things  around. 

But  Townsend  has  shown  himself 
equal  to  the  job.  Results  for  1988 
show  circulation  stabilizing,  thanks 
to  beefed-up  distribution  and  a  sub- 
scription drive.  Yes,  those  cost  mon- 
ey, but  it  was  worth  it  to  deliver  the 
guaranteed  readership.  Townsend 
also  has  slowed  the  discounting  of  ad 
rates.  Ad  pages  rose  nearly  12%  dur- 
ing the  course  of  the  year,  making 
Family  Circle  the  category  leader  in 
pages.  And  because  of  the  stable  circu- 
lation, Townsend  could  deliver  his 
rate-base  guarantee  15  out  of  17  times 
this  year,  versus  9  the  year  before. 
That  translates  to  a  2.5%  bonus  over 
the  rate  base  this  year,  versus  a  2.3 
shortfall  in  1987.— Eric  Schmuckler 


Third  time's 
a  charm 

Oct-  JO,  1986 
Carl  Kom 


The  seven  sisters,  as  the  leading 
women's  service  magazines  are 
known,  have  been  slipping  for  years. 
Most  have  seen  circulation  declines, 
and  all  had  cut  ad  rates,  Forbes  re- 
ported nine  months  ago.  Hardest  hit 
was  l-amily  Circle,  owned  by  the  New 
York  Times  Co.  Profits,  though  still 
healthy    by   other   publishers'    stan- 


Dynascan  Corp.  twice  took  it  on 
the  chin  by  overcommitting  to 
faddish  products,  Forbes  said  two 
years  ago.  First  the  CB  craze  flamed 
out,  then  cordless  phones,  sticking 
Dynascan  with  unsold  inventory.  We 
thought  Chairman  Carl  Korn  had 
learned  his  lesson,  and  were  im- 
pressed by  new  president,  Jerry  Kalov, 
and  his  modest  goal  of  becoming  "a 
successful  $200  million  company." 

Now  Dynascan  has  met  that  goal, 
netting  $7.5  million  on  sales  of  $215 
million  in  1988.  The  firm  followed 
Kalov's  plan  of  becoming  a  consumer 
electronics  merchant,  not  a  manufac- 
turer, and  never  betting  too  heavily  on 
one  market.  The  company  sold  its 
nonconsumer  businesses  and  pur- 
chased two  well-known  brand  names, 
Marantz  and  Lloyds,  picking  up  some 
hefty  tax  shelters  in  the  process.  CB 
and  cordless  phone  sales  have  also 
come  back,  though  they  no  longer  car- 
ry the  company.  Interestingly,  Dynas- 
can's  stock  has  been  trading  at  only 
four  times  its  lows  of  the  bad  old  days. 
Either  investors  want  further  proof  of 
the  turnaround  or  they  don't  yet  real- 
ize there  has  boon  one. — E.F.C. 
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Sometimes  it  pays  to  give  a  little. 


Schott  Zwiesel's  'Excel- 
sior" line  of  crystal 
glassware  has  a  bending 
strength  of  up  to  6°. 
While  many  glasses  will 
break  under  the  slightest 
stress,  "Excelsior"  stems 
are  flexible. 


Young  birch  trees  sur- 
viye  gales  by  bending  as 
much  as  45°. 


A  gale  can  snap  trees  like 
matchsticks  -  even  ones  that  are 
3  feet  thick.  Yet  the  worst  that 
happens  to  a  birch  is  that  it  loses 
a  few  leaves.  It  can  survive 
the  onslaught  of  high  winds 
because  its  trunk  is  strong  and 
extremely  pliable.  The  tops  of 
young  birch  trees  can  bend  up 
to  45°. 

Compared  to  this  kind  of 

pliancy  the  resilience  of  the 
"Excelsior"  line  may  seem  rather 
modest,  but  when  dealing  with 
stemware,  6°flexibility  is  a  spec- 
tacular advance  indeed. 
Once  upon  a  time,  long- 
stemmed  glasses  were  both 
beautiful  and  especially  fragile. 


The  weak  point  was  the  stem 
which  broke  very  easily.  But 
nowadays,  "Excelsior"  stem- 
war6  even  stands  up  to  the 
stresses  and  strains  of  restau- 
rant life.  Length  and  slender- 
ness  are  the  keys  to  their  combi- 
nation of  strength  and  flexibility. 
And  the  raw  materials  we  use 
increase  their  strength  even 
further.  These  crystal  glasses 
demonstrate  the  fact  that  some- 
times it  pays  to  give  a  little. 

The   "Excelsior"   line  of 

crystal  glassware,  available 
from  Schott  Zwiesel,  is  just  one 
example  of  how  Schott's  innova- 
tive development  responds  to 
specific  needs.  There's  hardly  a 


field  of  activity  today  that  doesn't 
use  Schott  special  glass. 

Schottworldwide:  50.000 

products,  42  production  facilities, 
represented  in  more  than  100 
countries,  with  $  1  billion  in  sales. 
Schott  in  the  USA:  8  com- 
panies employing  more  than 
1200  people. 

Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F  16,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 
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IF  THERE  WERE 

A  FORBES  400 

OF  MAJOR  INVESTORS, 

YOU'D  PROBABLY  FIND 

OUR  CLIENTS 
DOMINATING  THE  LIST 


WE'VE  EARNED 
THEIR  FIDELITY 


Our  clients  don't  want  advice.  They 
want  useful,  objective  information,  which 
is  why  they  take  stock  in  Fidelity.  We're 
their  "Information  Broker." 

Fidelity  is  one  of  America's  largest 
investment  management  firms,  managing 
over  $80  billion  in  assets.  We  can  save  you 
as  much  as  76%  on  stock  brokerage  com- 
missions, and  offer  you  an  extensive  range 


of  investment  choices  from  stocks,  options, 
mutual  funds,  CDs,  IRAs  and  Keoghs,  to 
municipal  bonds,  Treasuries,  precious 
metals  and  insurance  products.  We  also 
provide  you  with  the  information  you 
need  to  make  your  investment  decisions. 

Let  us  earn  >'our  Fidelity.  Just  call 
1-800-544-6767  or  visit  one  of  our  local 
Investor  Centers. 


1  DE  L  I  T  Y 


We  discount  our  commissions,  but  smart,  knowledgeable  investors  never  discount  us. 
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Divining  the  trade  deficit 

In  October  it  was  announced  that  the 
U.S.  trade  deficit  for  August  totaled 
$12.2  billion,  higher  than  The  Street's 
expectations.  Stunned  traders  sold 
dollars,  and  the  currency  slid  1% 
against  the  yen  and  deutsche  mark. 

But  not  everyone  was  surprised. 
Sources  say  many  Japanese  investors, 
expecting  higher  figures,  had  trimmed 
their  U.S.  investments  in  advance  of 
Commerce's  October  announcement. 

How  come  Japanese  investors  knew 
what  American  investors  didn't?  By 
heeding  reports  from  the  Bank  of  Ja- 
pan. That  central  bank  releases  its 
own  monthly  statistics  on  U.S. -Japan 
trade  four  weeks  before  Washington 
does.  And  because  Japan's  exports 
make  up  such  a  large  part  of  the  U.S. 
deficit,  the  numbers  from  Tokyo  of- 
ten foretell  Washington's.  "No  ques- 
tion the  Japanese  have  pulled  back  on 
their  dollar  investments  in  advance  of 
some  of  these  trade  announcements 
from  Washington  this  year,"  says  Pe- 
ter Green,  president  of  the  U.S.  unit  of 
British  stockbrokers  James  Capcl  &. 
Co.  "Tokyo's  trade  numbers  are  a  fair- 
ly good  indicator  of  the  U.S.',  and  the 
Japanese  know  it."  The  central  bank's 
numbers  should  be  available  at  most 
international  brokerage  firms. 

Thayer  strikes  out 

Nothing  seems  to  go  right  for  Paul 
Thayer.  The  former  deputy  secretary 
of  defense  and  onetime  chairman  of 
LTV  Corp.  emerged  after  a  year  or  so 
in  jail  for  obstruction  of  justice,  grow- 
ing out  of  insider  trading  violations, 
with  big  plans  of  starting  over.  He- 
joined  the  boards  of  Dallas-based  En- 
vironmental Processing  Inc.,  an  $8.8 
million  (sales)  circuit  board  maker, 
and  Computerbasc  International  of  Ir- 
vine, Calif.,  a  company  that  hoped  to 


J 

J 


VkM']-^, 


Computerbcise's  Paul  Thayer 

Out  of  jail  but  stUl  out  of  luck. 

sell  software  for  Pentagon  computers. 
As  Thayer  said  at  the  time:  "I  was 
looking  for  small  companies  with  the 
potential  for  great  growth." 

He'll  have  to  look  a  little  harder. 
Just  over  a  year  has  passed,  and  Envi- 
ronmental Processing  is  hemorrhag- 
ing. The  stock  trades  at  around  75 
cents,  down  from  $4  in  1986,  the  com- 
pany lost  $1.2  million  so  far  in  1988 — 
and  Computerbasc  reportedly  went 
under  in  mid-November. 

A  yen  for  lobbying 

The  Japanese  are  spreading  their  in- 
fluence— and  money — around  the  na- 
tion's capital  these  days.  Between 
companies  and  government  bodies, 
the  Japanese  spend  some  $100  million 
a  year  lobbying  in  the  U.S.,  according 
to  PACs  &  Lobbies,  a  Washington-based 
newsletter. 

Is  the  money  well  spent?  Consider 
Toshiba  Corp.  Caught  selling  sensi- 
tive equipment  to  the  Russians,  the 
electronics  giant  was  worried  that 
Congress  would  retaliate.  Sure 
enough,  the  Senate  passed  a  bill  in 
June  1987  banning  all  Toshiba  prod- 
ucts from  the  U.S.  If  enacted,  it  would 
have  cost  the  company  as  much  as  $2 
billion  in  sales  a  year. 

After  heavy  lobbying,  the  penalty 
was  reduced  to  a  ban  on  government 
purchases  of  Toshiba  products,  with  a 
total  block  only  on  the  subsidiary  that 
did  the  deed.  Toshiba's  lost  sales: 
maybe  $200  million  per  annum. 

How  much  did  Toshiba  spend  on  its 


lobbying?  Best  guess  is  $10  million.  A 
more  concrete  answer,  as  Senator 
John  Heinz  (R-Pa.)  found,  could  not 
be  given.  Reason:  antiquated  laws. 
"Foreign  principals"  must  report  lob- 
bying activities,  but  their  U.S.  subsid- 
iaries need  not.  And  the  law  only  re- 
quires disclosure  of  direct  lobbying  of 
the  U.S.  government,  not  "grass- 
roots" efforts  like  the  one  Toshiba 
orchestrated,  with  retailers  taking  out 
newspaper  ads  protesting  the  ban. 

Senator  Heinz  introduced  a  bill  to 
revamp  reporting  requirements  for 
foreign  agents,  but  it  came  too  late  in 
the  session  to  make  headway.  Staffers 
expect  the  measure  will  gather  more 
support  in  the  next  Congress.  Why 
shouldn't  we  know  which  legislators 
are  hard  at  work  for  foreign  constitu- 
ents? — Eric  Schmucklei 

A  shareholder  value 

Charles  Leighton,  chairman  of  CML 
Group,  a  sportswear  retailing  and  re- 
creation products  concern  based  in 
Acton,  Mass.,  knows  he  can't  prop  up 
his  stock's  price  at  will.  So,  as  a  man- 
ager interested  in  providing  share- 
holder value,  he's  found  another  way 
to  "make  shareholders  feel  special." 

How?  By  offering  a  special  deal  on 
any  CML  merchandise  they  purchase 
during  the  course  of  a  year.  Anyone 
who  owns  100  or  more  shares  of  CML 
stock  gets  a  15%  credit  toward  the 
purchase  of  company  merchandise. 
Thus,  shareholders  are  encouraged  to 
try  out  CML  products;  best  of  all,  the 
discount  is  not  considered  a  dividend, 
so  it's  not  taxable. 

Does  Leighton  see  results  in  his 
shareholder  contentment  scheme? 
You  bet.  He's  found  very  little  inves- 
tor turnover  among  those  who  use  the 
discount,  and  shareholders  wind  up 
being  a  good  market  research  tool  for 
CML.  "If  they're  unhappy  with  a 
product,  I  know  I'll  hear  about  it,"  he 
says.  Keeping  shareholders  happy  in 
this  skittish  stock  market  may  not  be 
easy,  but,  as  always,  innovators  find 
their  ways. 

Raiders  of  the  Red  Cross 

Here's  an  overfunded  pension  fund 
that  would  make  Victor  Posner  drool: 
The  American  Red  Cross  has  $400 
million  in  excess  dough.  But  not  for 
long.  Taking  a  page  from  corporate 
America's  book,  the  charity  wants  to 
terminate  its  $740  million  pension 
fund — the  first  major  nonprofit  outfit 
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to  do  so — to  capture  the  surplus. 

Does  Red  Cross  fear  a  hostile  raid 
on  the  blood  bank?  Not  really.  "We 
want  to  fund  projects  that  would  oth- 
erwise not  be  funded,"  says  William 
Rose,  director  of  treasury  operations. 
The  17,000  employees  will  be  better 
off  after  the  reversion;  the  Red  Cross 
will  use  some  of  the  excess  funds  to 
create  new  health  benefits  for  work- 
ers. And  some  $260  million  will  stay 
in  the  pension  fund,  to  cover  obliga- 
tions for  the  next  ten  years. 

As  for  the  $100  million  or  so  left 
over:  That  money  will  fund  projects, 
like  blood  collection,  that  currently 
vie  for  a  piece  of  the  charity's  $1  bil- 
lion in  annual  revenues.  And  just  in 
time.  Because  of  the  extra  cost  of  test- 
ing blood  donations  for  AIDS,  Red 
Cross'  operating  surplus  shrank  from 
$95  million  to  $8  million  for  the  year 
ended  June  30. — Laura  Jereski 


The  sound  of  money 


Frank  lames  .Mur.i 


SBK Entertainment's  Charles  Koppelman 
Singing  all  the  way  to  the  bank. 

Charles  Koppelman,  president  of  SBK 
Entertainment  World,  likes  to  think 
music  publishing  resembles  real  es- 
tate. "Once  you  own  a  song  it's  like 
owning  an  apartment,"  he  says.  "You 
can  rent  it,  lease  it  or  sell  it." 

Now  it  seems  that  Koppelman  pre- 
fers the  latter.  Word  has  it  the  three 
founding  partners  of  SBK — Stephen 
Swid,  formerly  of  General  Felt  Indus- 
tries, Martin  Bandier  and  Koppel- 
man— are  considering  selling  to  Thorn 
EMI.  Offering  price:  $400  million. 

What  EMI  gets  in  the  deal  is  exclu- 
sive rights  to  hundreds  of  thousands 
of  songs,  including  music  from  Gone 
with  the  Wind,  The  Wizard  ofOz  and  Neiv 
York,  New  York,  as  well  as  some  current 
hits  from  the  rock  group  Bon  Jovi. 
What  does  the  SBK  trio  get?  A  sweet 
little  profit  on  the  sale.  They  bought 
the  huge  music  publishing  concern 
from  CBS  just  two  years  ago  for  $125 
million.  Sound  good? — Peter  Newcomb 
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Makes  a  classic,  personal  statement. 

Introducing  our  distinctive  new  black  marble  desk  set  with  Classic 

Black®  ball-point  pen.  A  memorable  gift.  One  of  five  exceptional 

new  models,  from  S70  to  $105.  Lifetime  mechanical  guarantee.      SINCE  1S^B 
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Ready's  Say 


Send  money 

Sir:  Re  Fact  &  Comment  COct.  24).  Bob 
Hope  was  paid!  (Scale,  of  course.) 
However,  he  always  appeared  to  plug 
his  latest  NBC  Special.  So  at  $10,000  a 
minute,  five  minutes  of  plugs  each 
show,  I  figure  at  30  appearances,  he 
owes  me  $1,500,000. 

You,  however,  were  too  cheap  to 
join  the  union,  so  we  didn't  have  to 
pay  you  (under  the  Taft-Hartley  Law). 
Also  the  fact  that  the  magazine  bears 
your  name  makes  that  a  plug  also. 
You  owe  me  the  same  as  Hope.  I  hope 
you  guys  will  pay  off  so  that  I  can  pay 
Donald  Trump  for  his  B  shares.  After 
all,  he  is  considering  an  LBO  of  St. 
Patrick's  Cathedral,  so  there  can  be  a 
St.  Trump's  in  New  York. 
— Men'  Griffin 
Beverly  Hills,  Calif. 

If  you  reappear  on  teleiision  30  days 
after  you  first  appear,  then  you  must  Join 
AFTRA,  so  I've  been  a  member  for 
years — MSF 


No  children 

Sir:  In  its  July  25  issue  ("The  World's 
Billionaires"),  Forbes  reported  that 
Ramon  Areces  ("Spain's  merchant 
king")  has  children.  That  statement  is 
incorrect  and  is  devastating  to  Mr. 
Areces,  a  childless  widower  and  gen- 
tleman who  has  conducted  his  life 
with  the  utmost  propriety  and  civili- 
ty. I  have  been  a  family  friend  and 
business  associate  of  Mr.  Areces  for 
more  than  a  quarter-century,  and  I  can 
assure  you  that  no  basis  exists  for 
Forbes'  report. 
— -Jor^e  Pont 
Director, 

Funclacion  Ramon  Areces 
Madrid,  Spain 

Forbes  was  merely  reportin}>  the  exLs- 
tence  of  a  rumor  \f/e  are  pleased  to  set  t/w 
record  straight  —  Ed. 


Team  effort 

Sir:  We  readily  acknowledge  Samuel 
Maslak's  contribution  to  the  initi  J 
development  of  a  portion  of  the  H; 
system      ("Ultrasound,      ultraprofit 
able,"  Oct.  J7).  However,  since  he  lei: 
HP  in  1978,  we  have  devoted  over  500 
engineer-years  in  developing  the  prod 
uct  we  are  marketing  today.  To  attrib- 


ute the  design  to  one  engineer  who 
has  not  worked  for  our  company  for 
ten  years  is  an  injustice  to  the  HP 
engineers  whose  efforts  have  made  it 
the   leading   cardiac   imager   in    the 
world.  Also  HP  established  product 
upgradability — which    provides    cus- 
tomers the  latest  technology  without 
requiring  a  new  system.  Maslak  sim- 
ply followed  HP's  lead. 
— David  M.  Perozek 
General  Manager  Ultrasound  Imaging 
Hewlett-Packard  Co. 
Andorer,  Mass. 


My  generation 
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Sir:  Re  "Consuming  our  Children" 
(Nov.  14)  What  happens  to  all  this 
wealth  when  the  old  generation  dies? 
Doesn't  most  of  it  go  back  to  the 
younger  generation? 
—Willutm  Z  Keir 
Santa  Barbara,  Calif 

It  may  be  inJ^eiiled  or  given  auay  or 
scjuandered  More  important,  t/je  uvatth 
is  taken  tvhen  tl.x' young  most  need  it  and 
returned  late  in  life  whett  ttxy  no  longer 
do—SNC 

Sir:  I  suppose  now  that  I  am  on  the 
eve  of  retirement,  I'm  supposed  to  go 
on  a  "guilt  trip." 
— ,\onn  I'lesJjman 
Augusta,  Mich 

Sir:  If  you  promise  to  help  us  keep  it 
away  from  the  government,  we  prom- 
ise to  not  move  in  with  you,  and  we 
will  not  try  to  take  it  with  us. 
— James  R  Stover 
Alexander  City,  Ala. 

Sir:  Convoluted. 
— Laurence  S  Driever 
Philadelphia,  Pa 

Sir:  The  average  Social  Security  pay- 
ment per  individual  is  about  $500  per 
month,  barely  enough  to  provide  sub- 
sistence without  other  resources. 
-  Milton  I 'seller 
\     ite  Plains,  y.Y. 


Sir:  The  writers  come  from  the  gener- 
ation that  has  brought  America  AIDS, 
drug  addiction,  materialistic  greed, 
widespread  promiscuity  and  homo- 
sexualism. 
— Max  E.  Newman 
Elk  Grove,  Calif. 

Sir:  Of  course  the  "wealth"  of  the 
retired  is  above  average.  They  have 
sacrificed  for  savings  as  a  necessary 
support  to  last  over  an  unknown  life 
span  with  unpredictable  health  and 
living  costs. 
— Hunter  C  Goodrich 
Collingswood,  NJ. 


Revisionism 

Sir:  Re  Fact  and  Comment  (Oct.  31).  1 1 
defeated  Claude  Pepper  in  1950  by 
getting  70%  of  the  votes  cast  and  49  of 
the  state's  67  counties.  In  the  name  of 
honest  journalism,  let's  report 
"Smathers  has  always  denied  making 
such  statements  and  his  denial  has  I 
never  been  challenged." 
— George  A.  Smathers 
Miami.  Fla. 

Sir:  Some  of  the  things  going  on  in| 
this  year's  presidential  campaign  re- 
mind many  people  of  my  1950  Senate! 
campaign.  In  fact,  Walter  Cronkite 
expressed  the  hope  during  the  inter- 
view with  Dan  Rather  at  the  Republi-j 
can  Convention  that  this  campaign 
would  not  sink  to  the  level  of  that  I 
1950  one. 
— Claude  Pepper 
Was/jington.  DC. 


Thrift 

Sir:  Did  Donald  E.  Graham  and  Kath-I 
arine  Graham  from  the  same  affluent  I 
family  perchance  gladden  the  heart  of  I 
your  inherent  Scottish  penuriousness| 
by  sending  their  letters  (Readers  Say, 
Nov  14)  in  the  same  envelope? 
— Robert  Rolyrs 
Vero  Bead},  Fla 


All  Americans 

Sir:  "The  Richest  People  in  America"! 
(Oct  24)  is  correct  in  colloquial  use.  IfJ 
you  want  to  be  accurate,  it  ain't. 

Canada,  Mexico  and  Brazil,  to  citel 
just  three  examples,  also  are  inl 
"America."  Many  Latinos  take  great! 
pains  to  point  out  that  they,  too,  are| 
"Americans." 
— Kurt  J  Altschul 
Bronx.  NY 
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THE  IMPACT  NEVER  FADES 
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Asset  Activation 


4  DYNAMIC  GROWTH  STAGES 
EVERY  CEO  MUST  GUIDE 
A  COMPANY  THROUGH. 

Corporate  Finance  from  The  CIT  Group 
can  help  control  your  growth  and  keep  your  momentum. 


Your  company  inevitably  passes  through 
cycles  of  growth,  opportunity  and  expansion. 

Each  cycle  is  different,  reflecting  the 
conditions  of  your  company  alone.  Corporate 
Finance  from  The  CIT  Group  applies  the  power 
of  your  assets  to  counter  or  capitalize  on  the 
challenges  each  cycle  presents. 


Challenge: 

Firm  has 
continuing  need 
U)  expand 
production 
equipment 
Solution: 
Equipment 
Acquisition 


Challenge: 

Growth 

opportunit>' 

available 

through 

Challenge: 

corporate 

Plant 

acquLsition. 

modernization 

Solution: 

required 

Acquisition 

to  remain 

Financing. 

CIT  has  offices  nationwide,  backed  by 
the  worldwide  resources  of  Meinufacturers 
Hanover  Corporation.  So  far  in  1988  we've 
served  more  than  90  companies  with  trans- 
actions totalling  over  $1.7  billion.  We'd  like  to 
advise  and  help  your  company,  lb  learn  more, 
please  call  (212)  286-3910. 


Challenge: 

Busines-s 
mast  raise 
capital  to 
keep  pace 
with  rapid 
sales  growth. 
Solution: 
Sale  Leaseback. 


competitive. 
Solution: 

Project  Financing 


1S88  The  CIT  Group 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


REAGAN'S  PRIME  ACHIEVEMENT  GIVES  BUSH  BIG  HEADACHE 


The  Reagan  Administration's  vast  spending  to  high-tech 
our  nukability  put  such  added  stress  on  the  Soviets'  archa- 
ic economy  that  Gorby  has  had  to  negotiate  a  halt  in 
escalation  and  to  stand  dovvrn  in  Soviet  confrontations 
with  the  free  West  in  Afghanistan  and  elsewhere. 

As  a  result,  peace  is  threatening  to  break  out  all  over.  In 
addition  to  Afghanistan  and  Iran/Iraq,  peace  prospects  are 
better  than  ever  in  Angola;  twixt  Libya  and  Chad;  Algeria 
is  lessening  its  support  of  rebels  in  the  Moroccan  Sahara. 
Even  Vietnam  is  scheduling  withdrawals  from  occupied 
Cambodia  and  cutting  back  on  assaults  on  Thailand's 
borders.  And  at  the  moment  Nicaragua's  Red  government 
has  its  hands  full  domestically. 


The  result  is  that  our  NATO  allies  are  thinking  less 
about  military  confrontations  with  Russia  and  more 
about  their  trade  confrontations  with  the  United  States 
and  Japan. 

Feeling  less  dependent  on  U.S.  military  might  for  their 
freedom,  Europeans  now  feel  free  to  negotiate  and  finance 
huge  trade  deals  with  the  U.S.S.R.  With  the  Common 
Market  scheduled  to  be  a  vastly  greater  international  trade 
reality  two  years  from  now,  they  care  increasingly  less 
about  our  objections. 

As  bloody  military  wars  recede,  bloody  economic  war- 
fare looms.  Right  off  the  bat,  that  puts  the  Bush  Adminis- 
tration on  its  mettle. 


WHATEVER  BECAME  OF  OUR  ANTITRUST  LAWS  AND  POLICIES? 

Can  you  recall  if  they  were  repealed?  happened  when  we  weren't  looking. 

Nor  can  I.  Because,  for  sure,  U.S.  antitrust  laws  don't  appear  to  be 

But  in  the  last  dozen  or  so  months  it  must  have     in  force  anymore. 

TWO  BRITS  TO  SHOW  THE  COLONIALS 

Philip  Morris'  CEO,  dynamo  Hamish  Maxwell,  is 
British-bom.  The  other  day  he  successfully  launched 
the  stunning  $13  billion  takeover  of  Kraft  Inc. 

And  British  Ian  Martin,  CEO  of  the  U.K.'s  Grand- 
Met,  USA,  has  undertaken  a  well-thought-out  $5.2 
billion  effort  to  acquire  that  American  corporate 
food  epitome,  Pillsbury. 

We  can  be  glad  such  brainy  Brits  were  not 
advising  George  III  or  he  might  well  not  have 
Hamish  Maxwell        caused  us  to  go  independent. 

WHAT  BIG  CITIES  OWE  TO  CATHOLIC  SCHOOLS  IS  INCALCULABLE 


For  the  enormous  and  enormously  depressed  inner  cities 
of  Chicago,  New  York,  Boston,  Cleveland,  Newark  et  al.. 
Catholic  schools  provide  hugely  consequential  oases  of 
impact  and  hope.  Their  value  is — literally  as  well  as  figura- 
tively— beyond  measure. 


A  New  York  Times  scopeful  report  states  that,  in  "140  of 
Chicago's  242  Catholic  schools,  black  and  Hispanic  stu- 
dents make  up  more  than  80%  of  the  enrollment.  In  most 
of  these  schools  Protestants  far  outnumber  Catholics." 

In  Catholic  schools  discipline  is  strict,  behavior  codes 
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strictly  enforced.  Teachers  (increasingly  non-Catholic)  are 
committed.  And  students  whose  parents  are  arduously 
kicking  in  for  tuition  are  motivated. 

Reports  the  Times:  "Education  Secretary  William  J.  Ben- 
nett last  year  called  the  Chicago  public  schools  the  worst 
in  the  nation  and  said  they  were  'close  to  educational 
meltdown.' 

"In  a  nationwide  study  of  1,015  high  schools,  across  a 
wide  range  of  socioeconomic  backgrounds,  sociologist 
James  Coleman  found  that  Catholic  schools  had  a  strik- 
ingly low  dropout  rate  compared  with  public  schools." 

As  for  non-Catholic  parents'  concern  about  their  chil- 
dren's exposure  to  some  Catholic  teaching,  the  mother  of 
a  14-year-old  black  boy  said  that  "she  has  walked  the 


halls  of  Chicago  public  schools  and  witnessed  the  pres- 
sures on  youths  in  poor  neighborhoods,  from  drugs  to 
guns.  In  this  environment,  she  said,  the  last  thing  a 
parent  worries  about  is  'what  a  child  might  hear  in  a 
church  pew.'  " 

These  indispensable  Catholic  schools  are  in  an  increas- 
ingly tough  financial  bind.  They  have  to  look  to  corpora- 
tions and  those  in  the  business  community  with  sufficient 
vision  to  recognize  the  vast  nonparochial,  significant  con- 
tribution this  parochial  system  makes  to  America. 

Though  not  a  Catholic,  I  think  anyone  who  plays  any 
part  in  a  company's  Good  Doings  or  in  a  foimdation's 
giving  couldn't  do  better  than  use  that  input  to  produce 
real  output  for  this  cause  of  Catholic  schools. 


AN  INSPIRED  RESPONSE  TO  A  TOUGH  CHALLENGE 

Most  major  companies  that  were  major  yesteryear  are  terms  of  a  whole  new  orientation  is  a  tough  challenge  not 

today  very  different  from  what  they  were.  What  they  made  too  often  well  met. 

that  made  their  names  famous  then  isn't  what  they're  Here's  a  really  first-rate  exception.  These  three  pages  ran 

mostly  into  now.  How  to  have  a  good  name  reimaged  m  consecutively  in  apropos  magazines. 


WHY  EXEMPT  LEGAL  FEES  WHEN  FREEZING  DRUGGERS'  ASSETS? 


Since  1984  it's  been  the  law  that  the  U.S.  could  freeze 
the  assets  of  those  indicted  on  federal  narcotics  charges 
(and  could  confiscate  these  assets  after  conviction).  By  a  2- 
to-1  vote,  a  federal  court  panel  refused  to  permit  legal  fees 
to  be  exempt. 


Why  should  the  huge  blood-money  pools  of  narcotics 
traffickers'  dollars  be  available  to  pay  for  super  lawyers, 
while  the  rest  of  their  assets — presumably  the  result  of 
their  drug  trafficking — are  frozen? 

There's  no  reason. 


SENATOR  KENNEDY  VS.  PRESIDENT  KENNEDY  ON  CUBA 


Infinitely,  the  greatest  disaster  of  the  Kennedy  Admin- 
istration was  the  President's  assassination.  The  other 
Camelot  years'  greatest  disaster  was  the  Bay  of  Pigs,  the 
bloody  half-baked  U.S.  attempt  throuiji  Cuban  exiles  to 
overthrow  Castro. 

As  a  senator — two  years  before  he  okayed  that  invasion  as 
President — JFK  wrote  Massachusetts  constituent  Douglas 
T.  Barrett:  ".  .  .  do  not  think  that  the  Cuban  revolution  was 
primarily  a  Communist  inspiration.  1  think  there  are  genu- 
ine elements  in  the  revolutionary  sit  lation  which  arise 
from  the  dictatorship  and  from  the  suppression  of  popular 
rights  by  the  Batista  regime.  Althougl.  the  Castro  move- 
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ment  is  a  radical  movement,  it  is  not  Communist — and  it 
will  probably  remain  so  if  the  regime  is  able  to  come  to  grips 
with  Cuba's  social  and  economic  problems.  It  is  very 
difficult  at  this  moment  of  a  revolutionary  upheaval  to 
foresee  the  outline  of  the  future  Cuban  regime,  but  there  is  a 
good  chance  that  it  can  become  a  stable,  popular  regime." 
Interestingly,  at  that  point  most  Americans,  including 
this  one,  agreed  with  that  assessment.  I  remember  vividly 
just  a  year  earlier  we  were  aboard  the  Hifiblander  headed  for 
a  visit  to  the  naval  command  at  Guantanamo.  About  three 
hours  out,  a  Cuban  frigate,  under  a  full  head  of  steam,  bore 
down  on  us.  Our  bathing-suited,  surming  wives  were  bliss- 
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fully  unaware  on  the  top  deck  and,  as  the  naval  vessel 
closed  in  to  a  megaphone  distance,  its  decks  and  super- 
structure were  jammed  with  eagerly  squinting  sailors.  Its 
commander  made  clear  that  we  were  to  heave  to  so  he 
could  check  to  see  if  we  were  miming  guns  intended  for 
rebel  Castro's  forces.  His  seamen,  though,  were  looking  at 
less  lethal  arms — and  legs.  Our  startled  ladies  fled. 


We  were  swiftly  cleared.  But  during  that  brief  visit  with 
U.S.  authorities  at  our  Cuban  base,  the  sole  topic  of  conver- 
sation was  about  Castro's  chances.  The  American  facto- 
tums at  Guantanamo  considered  a  rebel  victory  very  likely. 

The  consensus  was  that  the  corruption  of  Batista  was  out 
of  hand.  I  don't  recall  anyone  foreseeing  what  a  vastly 
greater  problem  Fidel  Castro  was  going  to  turn  out  to  be. 


"TOU  GET  TO  THE  HEART  OF  ME 


II 


That's  the  title  of  a  song  my  brother's  daughter, 
Alexandra  Forbes,  wrote  and  sang  to  her  Dad  at  his 
60th  birthday  party.  It's  pretty  exhilarating  for  an 
uncle,  soon  to  complete  his  seventh  decade,  to  have 


a  niece  who  is  a  platinum-plattered  (Don't  Rush  Me), 
rock  'n'  roll  lyricist. 

This  tuned-in  birthday  ballad  could/should  maybe 
make  it  into  platinum,  too,  don't  you  think? 


"YOU  GET  TO  THE  HEART  OF  ME" 

(From  Children  to  Parents)  ©1988  Alexandra  Forbes,  Hiram  Bullock 

A  child 

You  held  my  hand 

For  years 

You're  lifting  me  higher 

Opens  up  her  eyes 

And  told  me  it's  not  so  far,  oh  .  . . 

Summers  turn  to  grey 

You  tell  me  it's  not  so  far,  oh  . . . 

Looks  around  this  world 

Chorus 

Never  find  the  time 

Chorus 

And  cries  for  someone 

You,  you  get  to  the 

To  say  "I  love  you" 

You  get  to  the  heart 

And  there  you  were 

heart  of  me 

Well,  here  we  are 

Of  the  child  that's 

Never  far  away 

Unravel  the  mystery 

The  reasons  slip  away 

still  inside  of  me 

In  the  darkest  night 

Without  even  trying 

It's  not  too  late 

See  a  reflection  of  yourself 

A  light  went  on 

You  will  always  be  part  of  me 

To  say  it  now 

If  I  could  give  you  back  half 

When  every  step 

Hold  me,  then  set  me  free 

And  as  I  reach 

Of  what  you  gave  to  me 

was  so  hard 

You  get  to  the  heart  of  me 

for  my  star 

I  will  have  lived  this  life  well 

nRST  IMPRESSIONS 

don't  get  second  chances. 


GET  IT  IN  BEFORE 

you  pack  it  in. 


BOOKS 

•  Anguished  English — by  Richard 
Lederer  (Wyrick  &  Co.,  P.O.  Box  89, 
Charleston,  S.C.  29402,  $11.95).  If 
you  care  at  all  about  words  and  their 
innocent  abuse,  you'll  love  this  wee 
collection,  so  studded  with  hilarious 
examples. 


Excerpts:  Excuses,  Excuses:  •  Please 
excuse  Harriet  for  missing  school  yesterday.  We  forgot  to 
get  the  Sunday  paper  off  the  porch,  and  when  we  found  it 
Monday,  we  thought  it  was  Sunday.  •Please  excuse  my 
son's  tardiness.  I  forgot  to  wake  him  up  and  I  did  not  find 
him  till  I  started  making  the  beds.  .  .  .  Disorder  in  the 
Court!:  •  Q.  Doctor,  did  you  say  he  was  shot  in  the  woodsl 
A.  No,  I  said  he  was  shot  in  the  lumbar  region.  •  Q.  Doctor, 
how  many  autopsies  have  you  performed  on  dead  peopled 
A.  All  my  autopsies  have  been  on  dead  people.  •  Q.  Officer, 
what  led  you  to  believe  the  defendant  was  under  the 
influenced  A.  Becausehe  was  argumentary,  andhe  couldn't 
pronunciate  his  words.  •  Q.  Mrs.  [ones,  is  your  appearance 
this  morning  pursuant  to  a  deposition  notice  which  I  sent  to 
your  attorney}  A.  No.  This  is  how  I  dress  when  I  go  to 
work.  .  .  .  Two-Headed  Headlines:  •  Deaf  Mute  Gets  New 
Hearing  in  Killing  •  Defendant's  Speech  Ends  in  Long 
Sentence  •  Asbestos  Suit  Pressed  •  Many  Antiques  Seen 
AT  D.A.R.  Meeting  •  Caribbean  Islands  Drift  to  Left. 


■t  The  Art  of  Hot- Air  Balloon- 
ing— by  Roger  Bansemer  (Gol- 
lum  Press,  2352  Alligator  Creek 
Rd.,  Clearwater,  Fla.  34625, 
$34.95).  Because  we're  into  bal- 
looning, our  prejudice  is  fairly 
presupposed.  That  bias  aside, 
this  is  the  most  beautifully  col- 
orful, imaginative,  artful  depic- 
tion of  the  sport  I've  yet  seen. 
Roger  Bansemer  carries  you  soaringly  into  the  air — it's 
almost  as  if  you  were  actually  in  the  basket  of  one  of  these 
romantically  beguiling  Baubles  in  the  Sky. 

Memories  of  Childhood — by  Barbara 
Milo  Ohrbach  (Clarkson  N.  Potter,  Inc., 
$8.95).  So  rose-colored  is  this  potpourri 
look-back  at  tender-years  recollections 
that  one  yeams  for  a  wee  bit  of  leavening. 
Fittingly  illustrated  with  the  kind  of 
gummed  art  that  embellishes  lacy  valen- 
tines. The  mom/aunt  recipes  for  macaroons,  cupcakes, 
pink  parfait  frosting  and  gingersnaps  are  a  nice  touch. 
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On  the  right,  the  Citation  III. 

And  arriving  eventually  on  the  left,  our 
worthy  if  rather  tardy  competitor,  the  BAeSOO. 

Both  are  fine  aircraft.  And  if  you're  in  the 
market  for  a  mid-sized  business  jet,  these 
are  the  two  you'll  probably  wind  up  comparing. 

The  makers  of  the  BAeSOO  would  prefer  to 
limit  that  comparison  to  only  a  couple  of 
areas.  In  their  shoes,  we  might  feel  the  same. 
But  the  only  meaningful  comparison,  we 
believe,  is  one  that  tells  the  entire  story: 

The  Citation  III  is  faster.  Much  faster. 

It  climbs  to  altitude  faster,  reaches  cruise 
speed  faster,  then  stays  miles  ahead  of  the 
BAeSOO.  Saving  you  time  on  every  trip. 

If  your  average  trip  length  is  600  nautical 


miles,  and  you  fly  the  Citation  III  500  hours 
oer  year,  you'd  have  to  spend  at  least  36 
extra  hours  in  the  BAeSOO  to  fly  the  same 
distance. 

The  Citation  III  flies  higher. 

Cruising  at  47,000  feet,  it's  more  than  a 
mile  above  the  BAeSOO.  And  almost 
everything  else  -  including  most  weather.  The 
Citation  III  is  certified  to  fly  as  high  as 
51,000  feet. 

The  Citation  III  is  more  efficient. 

The  Citation  III  uses  less  fuel.  Period. 

On  a  typical  600-nautical-mile  mission, 
tne  BAeSOO  burns  about  400  lbs.  more  fuel 
tlian  the  Citation.  But  arrives  six  minutes  later. 


On  a  2,000-nautical-mile  trip,  the  gap  i  i 
even  more  dramatic.  The  BAeSOO  consurj 
half  a  ton  more  fuel  than  the  Citation  III- 
and  still  lags  far  behind  it. 

The  Citation  lllis  more  advanced. 

The  Citation  III  began  as  a  totally  new   , 
design,  not  a  rehash  of  an  old  one.  It  is  a  fi 
more  aerodynamically  advanced  aircraft. 
Certified  to  the  same  rigorous  standards  i 
the  Boeing  767. 


The  Citation  III  is  more  comfortable. 

Our  brand  new  cabin  interior  offers  eve 
greater  comfort  than  before.  More  headro.1 
and  shoulder  room  in  a  new  custom-tailorti 
seat.  It's  quieter  than  the  BAeSOO's  cabin.  1 
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.  Gur  cabin  altitude  is  much  lower,  too. 

/hat  about  space?  Much  of  the  BAeSOO's 
I  ger"  cabin  is  devoted  to  baggage  -  while 
'  Citation's  heated,  external  compartment 
i  ly  accommodates  two  station-wagon 
3  is  of  baggage. 

1  actual  living  space,  the  two  aircraft  are 
i  jally  the  same.  But  the  Citation  has  much 
r  e  usable  space.  The  BAeSOO  is  4  in. 
^  3r.  but  the  Citation's  seating  area  is  3  ft. 
:  ;er.  Another  clear  Citation  advantage. 

I  BAeSOO  has  a  little  more  range.  But . . . 

he  range  capability  of  the  Citation  III  is 
130  nautical  miles.  More  than  enough  to 
die  98%  of  the  trips  business  jets  ever  take, 
he  range  of  the  BAeSOO  is  2,600  n.m. 


Generally  enough  to  fly  non-stop  New  York 
to  Los  Angeles. 

But  there's  a  catch. 

In  order  to  fly  that  far,  the  BAeSOO  is 
forced  to  cruise  even  slower  than  normal.  At 
a  speed  60  knots  behind  the  Citation  III. 

Say  the  Citation  III  and  the  BAeSOO  begin 
that  New  York-to-Los  Angeles  trip  at  the 
same  time,  against  strong  headwinds. 
Remarkably,  the  Citation  can  make  a 
leisurely  stop  midway,  and  still  land  in  L.A. 
before  the  BAeSOO. 

The  Citation  III  costs  less. 

Comparably  equipped  and  furnished,  the 
BAeSOO  costs  over  $1,000,000  more  than 
the  Citation  III.  Annual  operating  costs  are 


also  substantially  higher  for  the  BAeSOO. 

So  in  any  comparison  of  the  Citation  III 
and  the  BAeSOO,  there's  actually  very  little 
contest.  The  Citation  delivers  greater  speed, 
greater  efficiency  greater  comfort,  and  more 
advanced  technology  -  all  for  a  lot  less  money. 

And  Cessna  backs  it  up  with  the  world's 
only  company-owned  service  center  network. 

That's  why  more  businesses  fly  Citation  Ills 
than  any  other  model  of  mid-size  business  jet. 

For  a  free  Citation  III  brochure,  write 
Roy  Norris,  Vice  President,  Cessna  Aircraft, 
Box  7706,  Wichita,  Kansas. 

Orcalll-SOO-4-CESSNA. 


CITATION  III 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mina.-MSF 


Not  Tet 

At  the  end  of  his  book  Hold  On. 
Ml.  President,  Sam  Donaldson  tells  a 
folksy  anecdote  about  a  television 
reporter  who  once  asked  an  86-year- 
old  woodcutter  in  Maine  if  he  had 
been  working  at  the  same  profession 
all  his  life.  "Not  yet,"  was  the  old 
man's  reply. 

— New  York  Times 

Stop  It  Here 

It  is  far  easier  for  the  United  States 
to  focus  on  coca  fields  grown  by 
300,000  campesinos  in  Peru  than  to 
shut  down  the  dealer  who  can  be 
found  on  the  street  comers  of  our 
cities.  If  we  lack  the  will  to  fully 
mobilize  the  forces  of  law  in  our 
own  country  to  arrest  and  punish 
drug  users,  if  we  cannot  stem  the 
American  demand  for  drugs,  then 
there  will  be  little  hope  of  prevent- 
ing foreign  drug  producers  from  ful- 
filling that  demand.  We  will  not  get 
anywhere  if  we  place  a  heavier  bur- 
den of  action  on  foreign  governments 
than  on  America's  own  mayors, 
judges  and  legislators. 

— Nancy  Reagan,  at  the  U.N. 

Deficit  Defense 

The  accumulated  deficits  of  the 
past  eight  years  are  often  considered 
to  be  a  source  of  special  vulnerability 
because  part  of  the  deficit  has  been 
financed,  directly  or  indirectly,  by  for- 
eigners. Discussion  of  this  subject 
is    filled    with    misconceptions.  .  .  . 


Americans  apparently  own  fewer  as- 
sets abroad  than  foreigners  own  in  the 
U.S.  Many  people  have  pointed  out 
that  these  calculations  are  spurious, 
because  the  assets  are  not  all  valued 
on  the  same  basis.  If  all  assets  were 
valued  at  today's  prices,  the  net  debt 
of  the  U.S.  would  certainly  be  much 
smaller  than  it  now  appears  and 
might  be  a  net  asset.  .  .  . 

What  we  also  got  out  of  the  deficits 
was  a  revision  of  the  tax  structure  that 
probably  would  not  have  been  possible 
if  total  revenue  had  been  raised  to 
match  the  growth  of  expenditures  that 
seemed  to  be  overwhelmingly  popu- 
lar, consisting  as  it  did  mainly  of  Social 
Security  and  Medicare  costs.  This  re- 
vision, notably  the  reduction  of  mar- 
ginal rates  of  personal  income  tax,  may 
have  beneficial  effects  on  economic 
efficiency  and  growth. 

— economist  Herbert  Stein, 
Wall  Street  fournal 

Opening  CIA  Files 

The  bureaucratic  problem  posed  by 
the  Freedom  of  Information  Act  had 
been  almost  insurmountable  for  the 
CIA.  Skilled  officers  had  to  review  the 
files,  making  sure  that  each  deletion 
was  justified,  and  that  no  little  bit  of 
information  that  was  released  could, 
when  assembled  with  other  informa- 
tion, provide  clues  to  a  source  or  an 
operation.  It  was  a  dizzying  task. 

In  some  cases  up  to  21  separate  CIA 
records  systems  had  to  be  searched.  A 
New  York  law  firm  representing  Iran 
leader  Ayatollah  Khomeini  had  made 


four  requests  for  information  on  the 
late  Shah.  [It  was]  estimated  that  it 
had  cost  $300,000  to  process  requests 
from  one  of  the  CIA's  public  enemies, 
Philip  Agee,  the  renegade  agent  who 
had  published  lists  of  CIA  agents. 
—Veil,  The  Secret  Wars  of  the  CIA, 
1981-1987,  by  Bob  Woodward 

About  Face 

The  once  endangered  royal  Bengal 
tiger  has  turned  the  tables  on  its  home 
turf.  Indian  conservation  efforts  have 
increased  their  number  to  300  in  the 
Sundarban  forest,  where  they  are  kill- 
ing some  20  locals  a  year.  Relief  has 
come  from  a  surprising  direction. 
Noting  that  the  man-eaters  stalk  their 
prey  from  behind,  the  government  has 
issued  rubber  masks  to  be  worn  on  the 
back  of  the  head.  Now  the  big  cats 
don't  know  whether  their  supper  is 
coming  or  going. 

— Life  magazine 


It  would  be  a  tragic  mistake 
^  Western  capital  enables 
the  V.S.S.R.  to  put  off 
the  hard  choice  between 
guns  and  butter. 

—Senator  BiU  Bradley  (D-N.J.) 
on  the  new  bank  loans  being 
arranged  for  the  Soviet  Union 


Ralph  Nader 

At  age  52,  Nader  may  be  softening 
a  little.  He  sometimes  shows  up  at 
those  business  parties  that  pass  for 
social  life  in  Washington.  I  even 
think  I  saw  him  eating  a  piece  of 
cheese  at  one  a  few  weeks  ago.  His 
narrow  lapels,  pointy  shoes,  and  skin- 
ny ties  are  now  the  height  of  fashion, 
offering  some  hope  that  the  day  will 
come  when  his  clothes  will  be  out 
again  and  his  politics  will  be  back. 
Ralph  is  living  proof  that  there  isn't 
much  difference  between  a  fanatic 
and  a  saint.  I'll  bet  you  Mother  Tere- 
sa is  impossible  to  deal  with,  too. 

— Curse  of  the  Giant  Muffins 

and  Other  Washington  Maladies, 

by  Michael  Kinsley 

Which  End  Is  Up? 

A  student  consistently  misspelled 
the  word  burro  as  burrow.  At  the  end 
of  the  essay,  the  professor  wrote:  "My 
dear  sir:  It  is  apparent  to  me  from  your 
spelling  that  you  do  not  know  your 
ass  from  a  hole  in  the  ground." 

— Anguished  English, 
by  Richard  Lederer 
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Before  there  was  Castro, 
there  was  Partagas. 


If  you  treasure  the  rarity 
of  a  pre-revolutionary 
Cuban  cigar,  you  are  not 
alone. 

On  the  exceptional 
occasion  when  such  cigars 
have  been  discovered,  they 
have  commanded  extraordinary  sums  from  the 
most  discerning  connoisseurs. 

If  you  respect  the  tradition  of  Cuban  cigar- 
making  as  they  do,  it  may  interest  you  to  know 
that  it  does  not  live  entirely  in  the  past. 

The  fact  is:  there  is  a  cigar  that  is  still  made 
the  way  it  was  made  in  Havana  be  j ore  the  Cuban 
Revolution. 

The  cigar  is  a  Partagas  and  its  secret  is  a 
living  Cuban  legend. 


Ramon  Cifuentes:  a  living  Cuban  legend 


His  name  is  Ramon 
Cifuentes. 

He  has  spent  a  lifetime 
making  Partagas  Cigars 
by  hand,  just  as  his 
father  did  before  him. 
And  when  he  was  exiled 
from  the  island  of  Cuba  more  than  20  years  ago, 
the  secret  of  Partagas  went  with  him,  never 
to  return. 

This  Christmas,  ask  your  favorite  smoke  shop 
for  the  Partagas  that  is  made  for  you. 

The  feel,  the  taste  and  the  aroma  of  this 
legendary  cigar  in  its  rich  Cameroon  wrapper  is 
unlike  anything  your  senses  have  ever 
experienced. 

Ramon  Cifuentes  will  have  it  no  other  way. 


:: 


PARTAGAS. 


©Cifuentes  Y  Cia  1988 
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In  1762,  Hugh  McDermott  neglected  to  give  a  bottle 

of  Drambuie  to  the  postman  for  Christmas. 
To  this  day,  no  member  of  the  McDermott  clan  has 

ever  received  so  much  as  a  postcard.     .  -^  ^f  ^ 


^^ 


As  legends  go,  this  fact  may  well  be  fiction.  But  what  is  indisputably  the  truth  is  tha 
Drambuie  is  the  legendary  liqueur  with  a  uniquely  satisfying  taste. 
Drink  I  *  ambuie,lhe  liqueur  flavored  with  wild  heather  honey  and  the  finest  malt 
wliiskirs.  Or,  now  that  the  holidays  are  near,  give  Drambuie.  Scottish  in  origin, 
distinctive  in  taste, unchanged  since  1745. 

Dranibuie.The  stuff  legends  are  made  of. 


'-^ 


Fact  and  Comment  11 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


WHY  DID  STOCKS  AND  BONDS  TUMBLE 


in  the  wake  of  George  Bush's  election  as  President? 

Because  of  fears  that  his  Administration  will  resurrect 
our  bash-the-dollar  policy  of  1985-87. 

The  President-elect  and  his  key  appointees  should  em- 
phatically, unambiguously  and  repeatedly  state  that  a 
sound  dollar  will  be  a  critical  goal  of  the  new  regime.  The 
markets  will  interpret  anything  less  as  an  implicit  green 
light  to  knock  down  the  greenback. 

Devaluing  the  dollar  yet  again  will  damage  the  Bush 
Administration.  It  will  lead  to  more  inflation 
and  higher  interest  rates.  An  unpleasant  re- 
cession will  be  a  probability.  Democratic 
charges  that  the  Reagan-Bush  prosperity  was 
based  on  unsound  practices  will  seemingly  be 
validated.  A  faltering  economy  will  do  to  the 
Bush  presidency  what  the  Pledge  of  Alle- 
giance issue  did  to  the  Dukakis  campaign. 

The  advantages  of  a  cheap  dollar  are  illu- 
sory. Any  benefits  on  the  trade  account  are 
eventually  eviscerated  by  weaker  economic  activity.  Every 
country  that  gets  addicted  to  the  drug  of  devaluation  ends  up 
paying  dearly  for  it.  The  British  tried  it  before  Mrs.  Thatch- 
er's accession — and  lagged  behind  the  rest  of  the  industrial 
world.  We  tried  it  under  Jimmy  Carter — and  got  ourselves  a 
rip-roaring  inflation  and  a  troubled  economy.  The  results  of 
this  addiction  in  Latin  America  are  plain  to  see  today. 

It's  true  that  the  dollar  became  overvalued  in  the  early 
i980s,  but  that  was  corrected  by  the  fall  of  1986.  The 


subsequent  decline  of  the  greenback  led  to  a  resurgence  of 
inflation  (though  mild  by  Carter  standards)  and  higher 
interest  rates  (30-year  Treasurys  went  from  7'/2%  to  over 
9% ).  If  it  hadn't  been  for  the  reduction  of  individual  income 
tax  rates,  the  U.S.  would  have  been  in  a  recession  by  now. 
The  notion  that  the  dollar  is  feeble  because  of  the  trade 
and  budget  deficits  is  nonsense.  The  German  budget  short- 
fall is  proportionately  as  bad  as  ours,  and  yet  the  German 
mark  remains  strong.  The  British  budget  is  in  surplus,  and 
""  yet  Its  trade  account  has  deteriorated  and 

short-term  interest  rates  have  gone  from 
7'/2%  to  12%.  Brazil  has  an  impressive  trade 
surplus — and  2,000%  inflation. 

A  significant  reason  for  the  gap  between 
our  interest  rates  and  those  of  Germany  and 
[apan  is  that  investors  have  faith  that  those 
governments  will  preserve  the  integrity  of 
their  money.  The  markets  don't  trust  the 
U.S.  to  do  the  same  for  its  own  currency. 
George  Bush  must  actively  work  to  change  that  percep- 
tion. How?  He  and  Messrs.  Baker  and  Brady  must  sing  the 
same  song  of  a  sound  dollar.  He  should  also  instruct  the 
Federal  Reserve  to  gear  monetary  policy  to  preserving  the 
dollar's  value. 

Under  those  circumstances,  long-term  interest  rates 
will  quickly  fall  to  the  levels  of  1986.  The  savings  on 
interest  costs  on  the  national  debt  alone  will  eventually 
shave  more  than  $30  billion  off  the  budget  deficit. 


A  sound  dollar 
is  somid  politics 


DON'T  LET  THEM  DO  IT  AGAIN 


A  settlement  will  likely  be  reached  in  the  next  few 
months  for  the  complete  withdrawal  of  Vietnam's  troops 
from  Cambodia.  A  partial  puUout  is  under  way.  The  Sovi- 
ets are  tired  of  subsidizing  Hanoi's  endless  occupation. 
The  Chinese  don't  want  a  Soviet  puppet  on  their  doorstep, 
and  the  Thais  want  some  distance  again  between  them- 
selves and  their  traditional  Vietnamese  enemies. 

Nonetheless,  the  U.S.  has  an  enormous  moral  duty  to 
oppose  a  deal  that  would  enable  the  Khmer  Rouge  to  come 
back  to  power  in  Cambodia. 


Between  1975  and  1978  they  killed  some  2  million  of 
their  fellow  countrymen  in  a  genocide  exceeded  only  by 
that  of  the  Nazis  against  the  Jews.  Generously  supplied  by 
the  Chinese,  they  are  by  far  the  strongest  of  the  anti- 
Vietnamese  guerrilla  forces  and,  under  current  conditions, 
could  easily  mop  up  their  Cambodian  opponents  in  the 
wake  of  a  Vietnamese  withdrawal. 

The  least  we  can  do  is  pressure  Beijing  to  stop  supplying 
the  Khmer  Rouge.  The  status  quo  would  be  more  tolerable 
than  permitting  a  triumphal  return  of  these  Asian  Nazis. 
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TheNewAudilOO/200  Series. 

Audi  believes  luxury  without  logic  is  not  only  self-indulgent, 
but  self-defeating.  That  driver  comfort  should  never  come 
at  the  expense  of  driver  control. 

Case  m  point:  the  Audi  100/200  Series.  Elegantly 
^^f/f^  designed,  unabashedly  luxurious,  yet  thoroughly 
Vliir    intelligent.  With  every  admirable  detail  dedi- 
cated to  putting  you  in  command  of  the  driving  environment. 

The  beautifully  restyled  dashboard,  for  instance,  arranges 
critical  functions  in  concise  control  zones.  Backlit  instru- 
mentation aids  the  weary  eye.  Power  seats,  mirrors, 
windows  and  door  locks  are  a  mere  finger-flick  away. 


The  orthopedic  sport  seats  support  rather  than 
swallow.  The  electronic  climate  control  "ramps  up"  gra 
ually,  as  optimum  temperature  is  achieved,  so  it  sootl 
rather  than  startles.  And  the  six-speaker  stereo/cassett 
features  private  headphone  jacks,  so  a  passenger  divers 
doesn't  become  a  driver  distraction. 

But  as  comforting  as  these  thoughtful  luxuries  are, 
they  are  matched  by  something  equally  reassuring.  T 
unprecedented  protection  of  the  Audi  Advantage. 

For  example,  for  the  first  three  years  or  50,000  mil 
the  no-charge  maintenance  and  limited  warranty  of  th 
Audi  Advantage*  means  all  repairs,  all  scheduled  mair 
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r,  all  routine  oil  changes  are  all  paid  for.  The  wheel 

nents,  the  brake  pads,  the  wiper  blades,  you  name  it. 

normal  wear-and-tear  is  covered,  except  for  tires  and 

im,  of  course. 

1  short,  it  pays  for  virtually  ever)'thing  but  gasoline. 

wner  still  has  a  few  responsibilities,  after  all;  so 

s  some  inevitable  fine  print  about  negligence 

ccidents.) 

he  Audi  Advantage  also  offers 

)ur  Roadside  Assistance 

decade  of  corrosion 

ction.  And  welcome 


security  at  trade-in  time.  Thanks  to  a  Guaranteed  Resale 
Index  that  certifies  trade-in  value. 

It  is  an  impressive  list.  And  no  other  German  luxury 
sedan  can  match  it. 

So  make  plans  to  road-test  the  new  Audi  100/200 
Series.  Because  from  the  moment  you  settle  into  the  driver's 
seat,  you'll  feel  something  get  very  comfortable. 
Your  mind. 

■  your  cUalcr  will  finiudlv  ■ihurc  ihi-  dirlaih  nj  Audis  ncK  car 
and  corrosion  pcrjoratum  hmitcd  warranties,  and  the  other 
pro^ranns  listed  abow  RiKidndc  Assistance  is  provided 
h\  the  VSA.C ,  Miiwnnj;  Division.  Inc  Guaranteed 
Resale  Index  excludes  leases  Certain  rcslncdons  apply 
Not  all  features  described  are  included  on  every  model 

For  more  mjormalion.  call  l-SOO-FOR-AUDi  ©  1988  Audi 


AudiTbday:  Bringing  Logiclb  Luxury  SecurityTb  Ownership. 
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Arkwright  has  one  purpose.  To  help  its  customers  throughout  the  world  minimize  their 
long-term  cost  of  risk.  To  do  this,  we  provide  a  wide  range  of  risk  management  services, 
which  we  apply  in  a  disciplined  and  straightforward  way.  First,  working  with  our  custom- 
ers to  identify,  evaluate  and  reduce  risk  through  engineering.  Then,  tailoring  a  program 
to  protect  exposures  that  cannot  be  eliminated.  This  calls  for  a  fresh  perspective  and 
original  thinking.  Every  time.  We're  not  saying  we're  perfect.  Only  that  at  Arkwright, 
you're  going  to  get  solutions  that  are  developed  for  you.  Not  somebody  else. 


ARKWRIGHT 


What's  Ahead  for  Business 


Edited  bv  Howard  Banks 


The  U.S.  doesnt  spend 

much  and  spends  it 

inconsistently 


The  U.S.'  war  chest 

served  only  to 
broaden  the  battle 


Who's  in  charge 
of  the  muddle  caused 
by  export  subsidies? 


HOW  NOT  TO  nNANCE  EXPORTS 

For  all  the  lip  service  paid  to  the  need  to  cut  the  trade  deficit  and 
improve  U.S.  competitiveness,  export  finance  and,  specifically,  the 
Export-Import  Bank  are  getting  little  help  from  Washington. 

Ex-Im's  direct  loan  authority  for  fiscal  1989  is  just  $695  million. 
(Merchandise  exports  now  total  $320  billion.)  About  $130  million  of 
that,  moreover,  w^as  earmarked  to  cover  a  spillover  from  last  year. 
That's  because  Ex-Im  ran  out  of  loan  money  in  August,  two  months 
before  the  fiscal  year  ended. 

The  carryover  this  year  will  be  larger,  says  John  Bohn,  Ex-Im's  outgoing 
president  and  chairman. 

This  tightfistedness  is  wrongheaded  on  several  counts,  not  least  be- 
cause repayments  to  Ex-Im  generate  a  net  inflow  to  the  U.S.  (around  $2 
billion  in  fiscal  1988,  a  bit  less  this  year).  The  budget  shows  Ex-Im 
running  up  a  $400  million  loss  only  because  of  interest  being  paid  on 
high-coupon  Treasury  paper  borrowed  in  the  mid-  and  late  1970s, 
when  Ex-Im  was  lending  at  highly  subsidized  rates.  The  Treasury 
refuses  to  refinance  without  a  massive  prepayment  penalty. 

All  this  hurts  U.S.  exporters,  especially  small  and  medium  compa- 
nies, in  world  markets,  where  finance  is  often  key  to  export  sales. 

The  battleground  these  days  is  in  what  are  called  mixed  credits, 
combined  export  finance  and  never-to-be-repaid  aid.  (Interest  rates  on 
normal  export  finance  are  controlled  under  agreements  through  the 
Organization  for  Economic  Cooperation  and  Development.) 

The  French  led  the  way  in  these  mixed  giveaways,  with  the  British  and 
Japanese  right  behind.  In  1986  the  U.S.  escalated  the  battle  through  a 
"war  chest" — money  taken  from  Ex-Im's  loan  authority.  It  won  the 
first  rounds,  with  contracts  in  Indonesia  and  even  in  Algeria  (France's 
backyard).  But,  instead  of  encouraging  restraint,  other  countries  have 
accepted  their  higher  cost  and  are  offering  more  mixed  credits. 

The  scope  of  the  U.S.'  uncompetitiveness  in  export  finance  will,  in 
part,  become  clearer  in  January  with  publication  of  a  study  into  mixed 
credits  ordered  by  this  year's  trade  law. 

However  bad  the  picture,  Ex-Im  will  not  see  much  change.  Because  of 
Congress'  cuts  in  its  administrative  funds,  for  instance,  it  now  takes 
the  Ex-Im  bank  two  to  three  months  to  approve  a  loan  instead  of  the 
planned  two  to  three  weeks.  (In  Britain,  where  export  finance  is 
regarded  as  a  business  entitlement,  the  Export  Credit  Guarantee  De- 
partment processes  65%  of  cases  within  24  hours.) 

The  main  U.S.  problem  is  that  nobody  is  clear  what  role  should  be 
played  by  export  finance.  No  single  agency  is  in  charge,  and  it  gets 
muddled  with  aid  of  all  sorts,  from  military  fighters  to  famine  relief. 

"Subsidizing  exports  is  an  economic  mess,"  says  Bohn.  "But  since 
others  play  the  game,  the  U.S.  should  make  its  decisions  consciously, 
not  let  it  go  by  default."  And  especially  not  then  complain  about  the 
outcome. 


FORBES,  DECEMBER  12,  1988 


31 


The  Forbes  Index 


Forbes  Index 
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Down  but  not  out.  Our  final  tabulation  of  the  September 
Forbes  Index  shows  that  it  fell  0.3%,  the  first  decline  since 
January  1987.  However,  a  slight  pickup  in  the  economy  is 
indicated  by  the  preliminary  October  Index.  Retail  sales 
climbed  0.9%  in  October,  their  best  gain  in  seven  months. 
Industrial  production  rose  0.4%  as  factory  utilization  in- 
creased to  84%  of  capacity.  Another  encouraging  sign  was 


the  7.5%  jump  in  new  housing  starts  in  October.  It  was 
the  first  monthly  increase  in  this  seasonally  unadjusted 
statistic  since  last  June. 

The  nation's  merchandise  trade  deficit  narrowed  slight- 
ly in  September,  to  S10.5  billion,  thanks  in  part  to  record 
expoits.  Recent  weakness  in  the  dollar  makes  continued 
improvement  likely  in  this  statistic. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  oi  U.S.  eeonomic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com 
pensation,  the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  tor  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit 

To  measure  these  eight  elements,  Forbes  monitors  ten 
scries  of  US  government  data  The  last  14  months'  data 
for  each  senes  are  presented  at  right. 
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We  counselled  him  on  estate  planning,  his  son  on  tax  matters  and  taught  his 
granddaughter  about  zerO'Coupon  bonds.  Then  we  gave  them  the  afternoon  off. 


-  Multi-generational  financial  counselling  is  nothing  new  at  U.  S.  Trust.  We've  been  doing  it  for  nearly 
seven  generations.  It  may  take  place  in  our  offices,  our  clients'  homes,  or  at  our  Managing  Wealth  Seminars, 
where — as  seen  above — the  activities  are  as  enlightening  as  the  education. 

It  is  this  dedication  to  comprehensive  service  that  makes  U.S.  Trust  U.S.  Trust.  For  135  years,  we've 
been  committed  to  providing  innovative,  comprehensive  service  to  the  individual  investor. 

Today  this  takes  a  team — the  U.S.  Trust  investment  team.  Led  by  an  experienced  investment 
manager,  it  is  comprised  of  experts  in  trust  and  estate  planning,  tax  counselling,  and  private  banking.  This 
integrated  team  approach  enables  us  and  you  to  keep  a  clear  focus  on  the  big  picture  of  wealth  management. 

We  believe  no  investor  should  be  without  this  breadth  and  depth  of  service.  If  you  think  so  too,  ask 
about  an  Investment  Management  Account  at  U.S.  Trust.  Contact  Mary  B.  Lehman,  (212)  887-0446 
(U.S.  Trust  of  New  York),  Howard  E.N.  Wilson,  (407)  659-1550  (U.S.  Trust  of  Florida)  or  John  DeGroot, 
(213)  488-4000  (U.S.  Trust  of  California). 


U.S.Trust  Uncommon  expertise  in  managing  wealth. 
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Harold  Geneen,  the  old  master  acquirer,  takes  a  dim  view  of 
today's  leveraged  takeovo" people.  He  likens  them  to  car  thieves. 

"When  everything's  for  sale, 
you  lose  something" 


By  Snbrata  N.  Chakravarty 

WHEN  Harold  S.  Geneen  be- 
came chief  executive  in 
1959,  ITT's  sales  were  under 
$800  million.  When  he  stepped  down 
nearly  two  decades  later,  sales  were 
$16.7  billion,  earnings  were  $551  mil- 
lion. During  an  earlier  period  when 
mergers  and  acquisitions  were  at  a 
feverish  pace,  Geneen  paced  them  all. 
He  made  350  mergers  and  acquisi- 
tions, nearly  20  a  year,  on  average.  No 
longer  a  member  of  ITT's  board,  Gen- 
een, 78,  remains  an  active  private  in- 
vestor and  heads  a  number  of  indepen- 
dent companies.  From  his  long  van- 
tage point,  how  does  the  current 
merger  and  acquisition  wave  look- 
We  interviewed  Geneen  at  his  office 
in  New  York's  Waldorf-Astoria  hotel. 

FoKiiiis:  I  loir  uoulci  yon  dt'saihc  t/.re  eic 
qtiisitiun  i>aou'  tockiV 
Gericcn  There  are  people  who  go  out 
stealing  Mercedes  cars.   They   chop 
them  up  and  sell  the  parts  because, 
according  to  price  lists,  they  can  get 
more  for  parts  than  for  the  assembled 
car.  There's  something;  wrong  when 
the  parts  are  worth  more  than  the 
assembled  car,  but  that's  the  way  the 
system  works — on  Wall  Street,  too. 
So  if  you  can  chop  up  a  Merccdi 
and  get  more  for  the  pieces,  the  ohv 
ous  answer  is  why  the  hell  assembi 
the  car  at  all?  Send  the  pieces  ovci' 
That's  the  logic  that  creates  this  prob 
lem.  If  it's  true  [that  the  parts  n,  ' 
valued  more  than  the  wholc|,  then 


you've  already  set  up  something 
that's  unstable. 

\V/.}at  was  different  when  you  were  the 
))uister  of  the  aa/nisition  ^cinw- 
We  bought  about  $6  billion  of  compa- 
nies that  are  worth  about  $15  billion 
today.  But  we  bought  them  for  ecfitity. 
so  you  got  a  bunch  of  partners:  the 
companies'  stockholders.  They  had 
the  same  objectives  as  we  had,  to  con- 
tinue to  grow.  The  banks  were  basi- 
cally short-term  lenders.  If  you  need- 
ed money  from  the  bank,  you  bor- 
rowed It.  But  you  didn't  own  the 
bank,  and  the  bank  didn't  own  you. 

Today  when  you  do  these  deals,  you 
wind  up  with  a  partner  that  consists 
of  the  bank  and  the  investment  bank- 
ing group  that  floated  the  junk  bonds. 
So  you've  got  a  very  financially  ori- 
ented set  of  partners  more  interested 
in  getting  their  money  back  than  in 
seeing  the  company  grow. 

There  seems  to  he  a  (/i/fifent  /o^ic  Iwhind 
the  Uikeorer  hhi^e  todciy,  compared  with 
the  go-f>o  confilonuration  days  of  the 
Sixties 

The  fundamental  problem  starts  with 
the  fact  that  stocks  of  companies  are 
now  undervalued  in  relation  to  the 
pieces.  If  you  take  a  corporation  with 
a  bunch  of  divisions,  what  do  you 
think  the  discount  is  going  to  be- 
Probably  around  40%.  And  that's 
what  the  raiders  and  these  takeover 
people  play  for.  That  40%. 

And,  as  we  pointed  out  in  our  last  issue 


(Xoi:  2H),  the  tax  code  says  interest  is 
deductible,  so  the  raiders  get  to  play 
for  t/xit  40%  discount  with  tax-advan- 
taged debt. 

A  company  is  being  valued  by  two 
different  criteria — the  stock  price  and 
the  leveraged  buyout  value.  The  LBO 
value  operates  off  of  pretax  earnings, 
interest  deductions  and  liquidating 
values,  not  going  concern  values. 

Let's  take  a  company  earning  $1  per 
share  and  selling  at  1 2  times  earnings. 
That's  a  stock  value  of  $12.  But  the  $1 
is  afteitax  Assuming  a  40%  tax  rate, 
that  represents  pretax  earnings  of 
$1.67.  If  I  package  this  $  1 .67  of  pretax 
earnings  by  various  accepted  levels  of 
LBO  risk,  that  $1  in  aftertax  earnings 
can  support  the  interest  on  $21  in 
debt.  That  is  a  theoretical  premium  of 
75%  over  the  stock  price. 

>  ou  re  saying  tlxtt.  tlxmks  to  tlx;  tax  code, 
a  company  is  now  worth  more  if  it  he- 
comes  highly  leteraged.  WlKte  does  this 
stop''  W'lx'n  all  of  L.S.  industry  is  lever- 
aged to  the  ears? 

With  few  exceptions,  a  company 
management,  even  if  effective,  will 
remain  vulnerable.  I'd  say  that  any 
company  that's  selling  for  less  than 
[the  aggregate  value  of]  its  pieces  is  a 
takeover  target,  because  the  guy  that 
takes  it  over  is  picking  up  that  premi- 
um. ITT  sells  at  a  value  today  that  is 
well  below  what  the  pieces  are  worth 
fsee StreetiialL'tr. p  .KM/.  Take  a  compa- 
ny like  General  Electric,  which  is  re- 
garded as  a  well-managed,  aggressive 
company.  I  haven't  studied  it,  but  I 
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would  guess  that  the  pieces  of  GE 
exceed  its  market  value,  even  though 
[GE  as  a  w^hole]  is  pretty  highly  valued 
[GE  sells  for  12  times  earnings. — Ed.]. 

That's  ironic.  When  you  were  builditzg 
ITT,  the  market  paid  a  pretniu7n  for  syn- 
erg}':  50  +  50  =  200.  Now  the  market 
applies  a  discount.  50  +  50  =  60. 
So  along  comes  somebody  who  has 
cash — or  the  access  to  cash — and  he 
says:  "Okay,  if  I  buy  this  company,  on 
a  $100  stock  I'll  make  $40." 

Wtjen  you  were  naming  ITT.  you  com- 
plained that  Wall  Street  didn  V  value  it  as 
highly  as  you  thought  it  should  hare.  Had 
LBOs  been  as  prevalent  then  as  they  are 
now,  would  you  have  done  a  manage- 
ment-led LBO  of  ITT^' 
I  might  have.  But  I  would  have  done  it 
in  a  way  that  I  might  have  had  to 
sacrifice  a  piece  or  two,  but  at  least 
what  I  did  with  the  rest  of  the  compa- 
ny would  be  consistent  with  what  I 
was  doing  anyway.  I  have  a  feeling 
about  the  people  in  the  company.  To 
make  money  by  ditching  them  all  I 
would  not  do. 


//  used  to  he  that  only  smaller  companies 
were  taken  over;  usually  by  big  ones.  Now 
a  couple  of  guys  with  good  Wall  Street 
contacts  can  orchestrate  multihillion- 
dollar  takeovers.  No  company  is  safe. 
There's  been  a  big  change  in  the  last 
five  years.  Raiders  were  doing  this 
originally  with  junk  bonds,  and  they 
got  some  money  from  the  banks.  But 
my  sense  of  it  now  is  that  everybody's 
gotten  into  the  act.  What  used  to  be 
the  province  of  the  raiders  has  now 
become  the  province  of  all  the  banks, 
all  the  pension  funds,  and  any  corpo- 
ration that  thinks  it  can  stand  the 
stigma  of  joining  in  one  of  these  raids, 
openly  or  behind  the  scenes.  The 
whole  establishment  has  now  turned 
around  to  doing  this. 

Basically,  junk  bonds  have  made 
possible  the  raising  of  all  this  cash. 
The  effect  has  been  to  allow  a  conduit 
so  the  insurance  companies,  pension 
funds  and  others  can  put  money  into 
this  kind  of  risk,  but  it  has  the  appear- 
ance of  being  an  investment.  It  may 
be  a  good  investment  in  some  cases;  it 
may  be  terrible  in  others.  I  don't  think 
the  real  test  of  the  junk  bond  theory 


ITT  Corp.  's  retired  chairman,  Harold  S.  Geneen 

"It's  very  hard  to  maintain  morale  if  you've  got  a  trem^ndotis  financial  debt. 


has  taken  place  yet. 

A  lot  of  this  paper  is  not  very  well 
seasoned — it's  never  been  through  a 
recession.  All  of  these  leveraged 
buyouts  are  based  on  increasing  earn- 
ings. To  the  extent  that  it  permeates 
the  whole  financial  structure  of  the 
country  such  as  S&.Ls,  insurance 
companies,  pension  funds  and  others 
who  have  bought  and  hold  leveraged 
securities,  they  have  become  lever- 
aged also.  In  a  time  of  major  recession, 
it  will  sweep  both  direct  and  indirect 
interests.  The  acceleration  this  would 
add  to  a  recession  would  be  substan- 
tial. Oct.  19  would  be  small  compared 
to  these  possibilities. 

What  can  management  do  to  ward  off  a 
chop-shopper,  an  asset  stripper? 
You  have  to  play  the  same  game,  be- 
cause Wall  Street  has  set  it  up  so  that 
there  is  no  other  answer.  [Manage- 
ment] has  to  start  selling  pieces,  bor- 
rowing money  and  giving  it  to  the 
stockholders.  You  see  companies  that 
follow  this  scorched  earth  process. 
They  go  out  and  borrow  as  much  as 
they  can  and  give  it  to  the  stockhold- 
ers. So  there's  no  reason  to 
take  the  company  over  be- 
cause (management]  has 
already  burned  the  place 
down. 

By  the  way,  these  aren't 
bastards  doing  this.  They 
don't  have  a  choice. 


Yoi4  once  commended  ITT's 
present  management  for  re- 
fusing an  offer  to  sell  Shera- 
ton Hotels  for  more  than  a 
SI  billion  profit.  The  lever- 
age boys  would  say  that  this 
refusal  ignored  stockholder 
Interests. 

If  Sheraton  is  worth  $1 
billion  today,  who  says 
that  it  won't  be  worth  $2 
billion  five  years  from 
now?  (The  raiders'  atti- 
tude is]  a  trader  mentality: 
"I  can  get  $7.50  a  share 
today.  Fine,  grab  the  cash. 
I'll  do  something  else  and 
get  $9  for  the  $7.50."  But 
that  is  not  the  way  you 
build  a  company. 

You  can't  fool  people  in 
companies.  They  know 
what  you're  like,  and  if 
you  are  the  kind  of  person 
that  would  sell  these  peo- 
ple off  because  you  could 
make  $2  extra,  they  will 
know  that  about  you  and 
you  will  not  be  a  good 
leader  for  the  rest  of  those 
people. 
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The  raiders,  of  course,  like  to  say  that  their 
actions  are  forcing  individiuil  companies 
and  the  system  as  a  whole  to  he  more 
efficient. 

That's  the  excuse.  But  I  don't  think 
you're  going  to  be  more  efficient. 
You're  going  to  be  more  effective  m 
[generating]  short-term  cash  flow. 
You  now  have  a  cUmate  which  is  ori- 
ented to  paying  back  the  debt,  which 
tends  to  change  the  atmosphere  m 
which  the  company  operates. 

The  thing  that's  being  overlooked 
in  all  this  is  the  value  of  having  an 
organization  that  has  a  long-term  feel- 
ing and  objectives.  This  is  important 
because  you  get  something  out  of  the 
employees  that  you're  not  going  to  get 


out  of  a  leveraged  buyout  group.  Peo- 
ple can  contribute  a  lot  to  a  business  if 
they're  so  minded,  or  they  can  just  go 
through  the  motions. 

Take  Hewlett-Packard.  They  built 
that  company  basically  on  what  I'm 
talking  about — the  morale  of  the  peo- 
ple, the  willingness  of  everybody  to 
pitch  in  and  a  sense  of  permanence,  so 
that  people  can  concentrate  on  what 
they  should  be  doing  instead  of  where 
they're  going  to  be  tomorrow.  That's  a 
very  productive  element  to  lose.  I 
have  found  that  if  you  give  people  that 
kind  of  feeling  of  inspiration  and 
growth,  you  cannot  believe  what  they 
will  do. 

When  everything's  for  sale,  you  lose 


something  of  the  commitment  on  the 
part  of  people  to  the  company.  Any- 
body who  was  any  good  would  get  the 
hell  out.  That  I  see  as  being  very  coun- 
terproductive, long  term. 

Unfortunately,  the  economic  cost  you're 
describing  here  doesn't  fit  neatly  into  an 
iniestme>it  banker's  spreadsheet. 
I'm  trying  to  identify  a  value  which  is 
different  than  the  dollars  and  cents 
values  that  Wall  Street  talks  about. 
Morale  is  80%  of  the  competitive 
edge,  and  it's  very  hard  to  maintain 
this  kind  of  morale  if  you've  got  a 
tremendous  financial  debt  that's 
making  you  do  things  you  wouldn't 
otherwise  do.  ■ 


How  do  you  compete  with  the  Mississippi 
River?  Its  not  easy.  Just  ask  Illinois  Cen- 
trals Harrys  Bruce. 


Ole  man  railroad 


By  Charles  Siler 


THESE  ARE  SAD  TIMES  for  the  Ven- 
erable Illinois  Central.  The 
137-year-old  Chicago-based 
railroad  was  once  one  of  the  nation's 
most  vital  rail  links.  Abraham  Lin- 
coln once  worked  for  the  railroad  as  a 
lawyer.  The  legendary  engineer  Casey 
Jones  drove  one  of  its  engines. 

The  railroad  has  always  fought  fed- 
erally subsidized  barge  competition 
along  the  Mississippi  River,  which 
parallels  most  of  the  railroad's  Chica- 
go-New Orleans  main  line.  While  the 
federal  government  maintains  the  wa- 
terways, the  railroad  must  maintain 
its  own  right-of-way,  and  this,  among 
other  things,  puts  it  at  a  competitive 
disadvantage  when  it  comes  to  pric- 
ing. These  days,  Harry  J.  Bruce,  chief 
executive  officer,  says  Illinois  Central 
is  in  a  "no-growth  situation." 

So  desperate  is  the  railroad  for  busi- 
ness on  the  route  that  it  has  of  late 
taken  to  touting  the  greenhouse  effect 
as  a  reason  barge  shippers  should  try 
the  train. The  railroad  has  been  telling 
clients  the  earth's  gradual  warming 
trend  could  help  create  consistently 
low  water  along  the  Mississippi.  That 
argument  may  or  may  not  be  sound, 
but  It  hardly  moves  merchandise. 

In  spite  of  its  sluggish  prospects, 
Bruce  is  leading  the  railroad  back  to 
independence  as  a  public,  stand-alone 
company  for  the  first  time  since  1963. 
The  railroad  is  being  spun  off  by  IC 
Industries  Inc.,  the  $3.5  billion  con- 
sumer products  conglomerate  it 
spawned  25  years  ago.  In  January  IC 
shareholders  are  to  get  a  special  divi- 
dend of  one  share  of  railroad  stock  for 
every  five  shares  of  IC  they  own.  IC  is 
adopting  the  name  Whitman  Corp. 
from  the  candy  brand  sold  by  its  Pet 
Inc.  subsidiary — and  will  presumably 
gain  a  higher  price/earnings  ratio  as  a 
food  company  than  as  a  rail  road -based 
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conglomerate. 

Bruce  says  the  Illinois  Central 
Transportation  Co.,  as  the  new  com- 
pany will  be  called,  probably  won't 
pay  dividends  to  shareholders  for  sev- 
eral years.  Last  year  the  railroad  com- 
pany earned  a  scant  $2.4  million  on 
revenues  of  $556  million,  despite 
spending  $1.5  billion  on  capital  im- 
provements during  the  last  ten  years. 
Selling  small  spur  lines  to  regional 
operators  has  cut  costs  and  left  the 
railroad  with  2,828  miles  of  track, 
down  from  7,000  miles  in  1984.  But 
the  Mississippi  rolls  on,  and  with  it 
much  of  the  traffic  the  IC  needs. 

Excluding  special  charges,  the  rail- 
road might  earn  $22  million,  or  $1  per 
share,  this  year.  Not  much  of  a  margin 
on  an  expected  $560  million  in  reve- 
nues. But  without  this  year's  record 
drought  and  lower  water  levels  on  the 
Mississippi,  the  returns  would  have 
been  even  lower.  That  dry  spell 
snarled  barge  traffic  to  the  point 
where  the  railroad  snared  23,000 
windfall  cars  of  freight  and  $10  mil- 
lion in  extra  operating  profit.  Barge 
traffic  has  returned  almost  to  normal, 
but  Bruce  is  counting  on  another  hot, 
dry  summer. 

Bruce,  now  57,  joined  the  railroad  as 
senior  vice  president  of  marketing  in 
1975,  having  come  from  the  Western 
Pacific  Railroad,  and  took  over  as  top 
man  in  1983.  He  knows  the  only  way 
he  can  wring  better  profits  from  the 
property  he  runs  is  by  cutting  costs, 
and  selling  assets,  since  major  reve- 
nue growth  seems  unlikely.  So,  for 
example,  he  is  hoping  for  labor  con- 
cessions to  help  him  cut  costs  by  at 
least  $10  million  next  year.  He  also 
hopes  to  sell  the  railroad's  trailer  pig- 
gyback business  and  a  Louisiana  in- 
dustrial and  office  park,  raising  $50 
million.  With  luck,  Bruce  figures  he 
can  get  income  up  to  $1.20  per  share 
next  year,  assuming  flat  revenues. 

Is  even  that  minimal  expectation 
realistic?  Costs  are  already  down. 
Revenue  per  employee,  at  $123,000,  is 
•up  18%  in  two  years  and  well  above 
the  industry's  $100,000  average.  The 
amount  of  fat  to  be  cut  is  getting 
smaller. 

If  Bruce  can  make  the  railroad  a 
successful  stand-alone  company,  he 
will  profit  handsomely.  As  a  perfor- 
mance incentive,  he  will  get  300,000 
shares  of  stock  distributed  over  the 
next  five  years.  Bruce  notes  that  each 
of  the  railroad's  union  workers  will 
get  10  shares,  so  they  will  be  "fellow 
owners." 

"I  could  either  end  up  with  300,000 
shares  of  wallpaper,  or  I  could  end  up 
with  300,000  shares  of  meaningful 
equity,"  he  says.  ■ 


The  ugly  catfish  has  become  big  business, 
with  corporate  processors  and  a  coopera- 
tive locked  in  a  battle  over  tight  supplies. 

Catfish,  Csgun 
style,  in  Moscow 


Philip  Gould/Malrix 


Delta  Pride  Catfish  President  Sam  Hinote 
Can  he  keep  his  farmers  in  the  fold? 


By  Michael  Fritz 


CATFISH  USED  TO  BE  pOOt  peo- 
ple's food.  Besides  being  rather 
repulsive-looking  and  a  scav- 
enger, the  fish  tasted  muddy — and  lit- 
tle wonder,  since  it  was  pulled  off  the 
bottom  of  the  muddy  Mississippi.  But 
in  food  as  in  fashion,  tastes  change. 
Today  catfish  is  something  of  a  gour- 
met's delight.  The  change  came  about 


because  catfish  can  be  successfully 
raised  and  marketed.  Farm-raised  cat- 
fish, fed  on  nutritious  floating  pellets, 
has  a  delicate  flavor.  The  nationwide 
craze  for  Cajun  cooking  has  added 
zest  to  the  demand. 

Today,  when  you  fly  over  the  Mis- 
sissippi Delta,  you  see  miles  of  rectan- 
gular ponds  reminiscent  of  the  circu- 
lar fields  you  see  over  the  western 
com  belt.  The  circles,  the  result  of 
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Htilip  GoulclM-iinx 


Seinhzg  catfish  for  banvst 

From  muddy  scavenger  to  gourmet's  delight. 


center-pivot  irrigation,  indicate  corn. 
The  rectangles  indicate  catfish. 

There  are  90,000  acres  of  catfish 
ponds  in  Mississippi,  buih  by  insur- 
ance companies  such  as  Prudential 
and  Travelers  and  by  farmers.  Delta 
farmers  got  into  the  catfish  business 
in  the  late  1960s,  converting  soybean 
fields  into  catfish  ponds  as  row  crop 
prices  declined.  By  1980  catfish  pro- 
duction was  at  46.5  million  pounds. 

So,  what  happened?  You  guessed  it. 
Temporary  overproduction.  Catfish 
processing  was  in  the  hands  of  Con- 
Agra, and  independents  Welfed  Cat- 
fish and  Farm  Fresh  Catfish.  And 
these  processors  weren't  expanding 
their  plants  and  marketing  programs 
in  step  with  the  farmers'  production 
expansion.  Even  more  ominous  to 
farmers  was  a  move  by  processors  to 
grow  their  own  fish.  By  1980  Con- 
Agra, Welfed  and  Farm  Fresh  were 
each  raising  a  third  of  their  processing 
needs  through  contract  and  lease  pro- 
grams. Not  surprisingly,  many  farm- 
ers had  to  sell  at  low  prices. 

Did  the  doughty  farmers  surrender 
to  the  big  agribusiness  combines-  Not 
this  time.  They  struck  back.  In  the 
spring  of  1981,  119  Delta  farmers,  rep- 
resenting 40%  of  the  catfish  pond 
acreage  then  in  place,  opened  Delta 
Pride  Catfish,  a  cooperative,  and 
raised  $4.5  million  to  build  their  own 
processing  plant.  Today  Delta  Pndc, 
based  in  Indianola,  Miss.,  has  40%  of 
the  280-million-pound  catfish  mar- 
ket. For  the  year  ended  last  April,  Del- 
ta Pride  had  sales  of  SI  18.3  million, 
with  pretax  profits  of  $6.3  million. 

Flow  did  the  farmers  beat  out  big 
business;  They  were  lucky  in  that  the 
market  kept  on  growing.  And  they 
were  lucky  in  hiring  Sam  Hinote,  now 
46,  to  run  Delta  Pride.  Hinote,  a 
shrewd  marketing  strategist  schook,' 
in  agricultural  economics  at  Auburn 
University,  had  just  left  ConAgra  over 
differences  in  how  to  run  its  catfish 
business.  Hinote  assembled  his  man- 


agement team  by  luring  executives 
from  ConAgra  and  Farm  Fresh. 

Within  two  years  Farm  Fresh  had 
sold  out  to  Hormel;  its  market  share 
fell  over  20%.  ConAgra's  market 
share  almost  vanished,  dropping  from 
35%  in  1980  to  11%  in  1984. 

Now  the  big  companies  are  coun- 
terattacking, each  in  its  own  way.  In 
1984  ConAgra  got  out  of  fish  farming 
and  decided  to  concentrate  on  pro- 
cessing and  marketing.  Hormel  went 
in  the  other  direction,  expanding  its 
ponds  from  2,500  acres  in  1984  to 
moie  than  4,000  acres  today. 

But  Delta  has  problems.  Hinote  was 
long  able  to  keep  Delta  growing 
through  an  ingenious  financial  mech- 


anism. Delta  buys  fish  from  its  share- 
holders, who  buy  one  Delta  share  for 
each  acre  of  producing  catfish  ponds. 
The  stock  offerings  have  increased 
the  number  of  shares  outstanding 
from  12,000  in  1981  to  50,000  now. 
But  this  system  is  under  pressure. 

It's  not  that  demand  for  catfish  is 
slowing.  Rather,  a  shortage  of  capital 
has  crimped  farmers'  ability  to  ex- 
pand, creating  a  shortage  of  catfish. 
And  with  more  competitors  matching 
Delta's  price  for  fish,  fewer  farmers 
are  willing  to  pay  $1,200  an  acre  for 
the  right  to  sell  to  Delta. 

Meanwhile,  however,  the  market, 
which  has  been  growing  at  30%  a 
year,  is  still  robust.  Hinote  sent  a  chef 
and  2,000  pounds  of  catfish  to  Mos- 
cow at  the  time  of  the  Reagan-Gorba- 
chev summit  in  May  and  made  sure 
some  4,000  dignitaries  and  visiting 
journalists  tasted  catfish  Cajun  style. 

Eighteen  months  ago  he  hired  the 
Hale  Group,  a  Danvers,  Mass.  mar- 
keting consultant  to  giant  poultry 
processor  Tyson  Foods,  to  help  Delta 
with  its  plans  for  branded  value-added 
products.  The  company  has  already 
developed  preseasoned,  oven-ready 
fillets,  for  example,  in  such  flavors  as 
lemon  pepper  and  garlic  butter.  But 
Hinote's  biggest  problem  is  not  mar- 
keting but  keeping  his  farmers  in  the 
fold,  given  the  blandishments  his  ri- 
vals are  throwing  their  way.  ■ 


Garbage,  especially  the  toxic  kind,  breeds 
more  than  disease  and  pollution.  It  breeds 
sleazy  charactei^s  like  Marvin  Maban. 

Real-life 
horror  story 


By  Jason  Zneig 


ARviN  Mahan,  a  small-time 
New  Jersey  businessman, 
I  would  never  have  made  the 
pages  of  Forbes  but  for  this:  The  fi- 
nancial vice  president  of  Transtech 
Industries — of  which  Mahan  and  his 
family  arc  the  largest  shareholders— 
wrote  suggesting  that  the  company 


met  Forbes'  criteria  for  undervalued 
stocks.  We  checked,  as  we  always  do, 
and  we  found  Transtech  didn't  qualify 
as  undervalued.  But  it  qualified  for 
our  attention  on  other  grounds. 

The  man  behind  it  all  is  Marvin 
Mahan,  a  fellow  who's  been  in  hazard- 
ous waste  dumping  at  least  since 
1966.  Hazardous  waste  has  been  pure 
gold  for  Mahan.  His  formula:  Buy  or 
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lease  a  few  acres  of  land,  charge  chem- 
ical producers  $5  to  $10,  say,  to  pick 
up  a  55-gallon  drum  of  liquid  waste, 
and  take  in  up  to  100,000  gallons  a 
day  at  a  landfill.  Except  for  a  little 
overhead — a  few  salaries  and  the  cost 
of  running  and  fueling  a  couple  of 
trucks — it  was  pure  profit. 

The  story  starts  getting  interesting 
when  one  studies  how  Mahan  dealt 
with  the  growing  body  of  laws  and 
restrictions  on  the  disposal  of  hazard- 
ous wastes:  Mostly,  he  ignored  them. 

One  of  his  more  notorious  sites  was 
at  Carlstadt,  in  northern  New  Jersey. 
Mahan  acquired  the  6-acre  site  in  the 
mid-Sixties  and  began  accepting 
chemical  waste  there.  The  operation 
was  run  under  the  name 
Scientific  Chemical 

Treatment  Co.,  the  earli- 
est incarnation  of  Trans- 
tech Industries.  In  1970  he 
leased  the  site  to  one  of 
his  proteges,  Leif  Sig- 
mond,  who  founded  Sci- 
entific Chemical  Process- 
ing, Inc.  and  continued  ac- 
cepting toxic  waste  at 
Carlstadt. 

Over  the  years  many  of 
the  drums  and  tanks  in 
which  the  lethal  waste 
was  stored  at  Carlstadt 
rusted  and  leaked.  Today, 
5  acres  of  soil  are  contam- 
inated to  a  depth  of  at 
least  13  feet,  with  pesti- 
cides, PCBs,  cyanide,  ac- 
ids and  poisonous  metals 
like  cadmium  and  mercu- 
ry. About  21,000  people 
live  within  3  miles  of  the 
site. 

Sigmond's  SCP  didn't 
operate  only  in  Carlstadt. 
It  dumped  toxic  waste  all 
over  the  state:  in  Newark, 
nearly  half  a  million  gal- 
lons of  hazardous  liquids; 
near  Atlantic  City,  chloroform  and 
other  industrial  waste  that  jeopar- 
;  dizedmuch  of  the  area's  drinking  sup- 
ply; and  in  Freehold,  the  company 
dumped  massive  quantities  of  chemi- 
cals, some  of  which  leaked  into  the 
Manasquan  River. 

The  state  finally  shut  down  SCP  in 
1980.  Sigmond  was  later  sentenced  to 
2'/2  years  in  federal  prison  for  conspir- 
acy and  mail  fraud.  SCP  had  promised 
clients  in  writing  that  it  would  dis- 
pose of  their  toxic  wastes  properly.  It 
disposed,  but  not  properly. 

Where  was  Marvin  Mahan?  The 
land  in  Carlstadt  is  still  owned  by  one 
of  the  Mahans'  private  companies,  In- 
mar  Associates,  Inc.  In  March  1988 
Inmar  was  fined  $545,000  by  the  U.S. 


Environmental  Protection  Agency — 
the  largest  penalty  of  its  kind  ever 
assessed.  According  to  the  EPA,  for 
almost  a  year  Inmar  had  refused  to 
remove  the  remaming  toxic  wastes. 

Mahan  has  collected  violations  the 
way  some  folks  collect  medals.  Kin- 
Buc  Landfill  in  Edison,  N.J.,  another 
Mahan  waste  disposal  property,  was 
at  least  as  bad  as  the  Carlstadt  site. 
Kin-Buc  took  in  more  than  70  million 
gallons  of  chemical  waste  before  the 
state,  citing  numerous  violations, 
shut  the  place  down  in  1976. 

Before  1980,  once  a  company  had 
paid  someone  to  haul  away  its  wastes, 
it  was  no  longer  responsible.  Now 
both  producers  and  haulers  bear  re- 


sponsibility, and  the  federal  govern- 
ment created  Superfund  to  help  fi- 
nance clean-up  efforts  at  waste 
dumps.  In  May,  more  than  a  decade 
after  the  Kin-Buc  dump  was  closed, 
the  EPA  settled  with  some  of  the 
waste  producers  and  haulers  who 
used  the  site.  They  probably  did  not 
know  they  were  dealing  with  a  creep, 
but  under  present  law  they  were  re- 
sponsible all  the  same.  They  settled 
with  the  federal  government  for  a  to- 
tal of  $5  million.  Although  Transtech 
is  liable  for  the  cost  of  clean-up,  it  has 
so  far  refused  to  pay  its  full  share. 

Between  its  birth  as  Scientific 
Chemical  Treatment  Co.  and  its  cur- 
rent status  as  Transtech  Industries, 
Mahan's  public  company  was  called 


Scientific,  Inc.  Get  it?  This  outfit 
must  know  the  secret  of  treating 
chemical  waste  scientifically.  Some 
science! 

Kinsley's  Landfill,  in  Deptford,  N.J., 
was  acquired  by  Scientific,  Inc.  Kins- 
ley's was  a  dump  for  municipal  waste. 
But,  Deputy  Mayor  Bea  Cerkez  says, 
Kinsley's  illegally  took  in  toxic  waste 
and  didn't  treat  it.  The  waste  pro- 
duced by  Arco,  Rohm  &.  Haas  and 
other  companies  helped  create  a 
smelly  200-foot  mountain.  Kinsley's 
was  finally  closed  in  February  1987, 
but  it  didn't  go  quietly.  Transtech 
fought  the  closing  order  for  two  years, 
litigating  all  the  way  to  the  New  Jer- 
sey Supreme  Court. 

Pennsylvania,  too,  has 
had  some  experience  with 
Mahan.  In  1985  a  dormant 
landfill  in  Bucks  County, 
owned  by  Mahan,  began 
operating  again.  He  al- 
lowed a  lessee  to  illegally 
dump  infectious  medical 
waste  from  hospitals  in 
New  York  City.  Some  of 
it  was  buried,  some  was 
burned  in  the  open  air — 
and  some  was  reportedly 
eaten  by  pigs  that  grazed 
at  the  site. 

In  1978  Mahan's  private 
realty  company  bought 
land  in  Piscataway,  N.J., 
hoping  to  put  up  homes. 
The  authorities  stopped 
the  project.  Why?  A  previ- 
ous owner — another  Ma- 
han shell,  Chemsol,  Inc. — 
had  dumped  2,000  gallons 
of  PCBs  and  other  chemi- 
cals there. 

New  Jersey,  of  course, 
has  the  worst  toxic  waste 
burden  in  the  U.S.  That's 
because  it  manufactured 
more  hazardous  chemi- 
cals than  any  other  state. 
As  of  June  it  had  96  sites  on  the  Super- 
fund  list,  50%  more  than  second- 
ranked  New  York.  Thirteen  more  Jer- 
sey sites  are  currently  being  consid- 
ered for  Superfund  and  another  225 
are  on  the  state's  own  list  of  "remedi- 
ation sites."  What  an  ideal  breeding 
ground  for  sleazy  operators  like  Mar- 
vin Mahan. 

Although  the  damage  Mahan  has 
done  to  public  health  is  impossible  to 
measure,  the  damage  he's  done  to  the 
public  purse  is  beginning  to  be  clear. 
It  will  cost  tens  of  millions  of  dollars 
just  to  seal  up  and  monitor  his  dumps. 
Unless,  by  some  miracle,  federal  and 
state  regulators  can  get  Mahan  to  pay 
up,  the  money  will  have  to  come  pri- 
marily from  industry  and  taxpayers 
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through  the  Superfund. 

Mahan  ostensibly  retired  as  chair- 
man of  Transtech  a  few  years  ago,  but 
he  and  his  family  still  control  a  big 
chunk  of  it.  His  son-in-law,  Kenneth 
Ernst,  is  chief  executive,  though  an- 
other job  as  a  full-time  pilot  for  Unit- 
ed Airlmes  keeps  him  from  spending 
much  time  at  Transtech. 

New  frontiers  for  Mahan  are  plants 
generating  energy  from  solid  waste 
and  from  methane  gas  at  landfills. 


He's  working  on  joint  ventures  in 
New  Castle,  Del.,  Smithtown,  N.Y., 
Camden,  N.J.  and  Indianapolis. 

While  taxpayers  pay  to  clean  up  the 
messes  he  created,  Marvin  Mahan  is 
doing  okay.  He  and  his  family  own 
39%  of  Transtech.  Transtech  claims 
to  have  $11  a  share  in  cash,  which 
would  make  the  Mahans'  1.8  million 
shares  worth  S20  million.  You  don't 
believe  the  $11?  Then  give  them  the 
market  price  of  $5.25  a  share,  and  it's 


$9.5  million.  The  Mahans  also  own 
the  Basking  Ridge  Golf  Course,  which 
they  bought  for  $5.3  million  at  a 
bankruptcy  sale  in  1986.  Through  a 
nest  of  shell  companies,  the  family 
owns  hundreds  of  acres  in  New  Jersey 
assessed  at  around  $9  million  but 
probably  worth  closer  to  $20  million. 
Marvin  Mahan,  who  lives  in  Scotch 
Plains  and  is  believed  to  be  in  his  late 
60s,  declined  repeated  requests  for  in- 
terviews. Who  can  blame  him?  ■ 


Mahan  mayhem 

Marvin  Mahan  bears  much  of  the 
responsibility  for  polluting  New 
Jersey  with  poisonous  waste. 
This  map  shows  where  he  and  his 
minions  left  their  chilling  mark. 

1.  Carlstadt,  N.J.  375,000  gallons  of 
toxic  waste  dumped  by  Scientific 
Chemical  Processing,  run  by  a  former 
Mahan  employee,  on  land  owned  by 
Mahan. 

2.  Newark,  N.J.  Scientific  Chemical 
Processing  hosed  thousands  of  gallons 
of  toxic  waste  into  city  sewers. 

3.  Elizabeth,  N.J.  Thousands  of 
drums  of  toxic  waste,  at  site  founded  by 
former  Mahan  employee,  exploded 
and  bumed  in  1980. 

4.  Piscataway,  N.J.  After  drenching 
land  with  carcinogenic  PCBs  and  other 
waste,  Mahan  tried  to  develop  it  for 
residential  housing. 

5.  Nockamixon,  Pa.  Land  owned  by 
Mahan  was  used  as  an  unpermitted 
dump  in  the  1960s  and  1970s,  and  in 
198,5  infectious  medical  waste  was 
dumped  and  bumed  there. 

6.  Edison,  N.J.  Kin-Buc  Landfill  took 
m  71  million  gallons  of  hazardous 
chemicals  in  1973-76.  Fumes 
damaged  nearby  trees  and  houses. 

7.  Freehold,  N.J.  Mahan  and 
Scientific  Chemical  Processing  shared 
in  the  dumping  of  935,000  gallons 

of  toxic  waste. 

8.  Dcptford,  N.J.  Mac  Sanitary 
Landfill,  owned  by  Transtech,  took  in 
undetermined  amounts  of  toxic 
waste  until  1977. 

9.  Deptford,  N.J.  Kinsley's  Landfill 
took  in  thousands  of  gallons  of 
hazardous  chemicals,  a  dead  whale,  and 
perhaps  Jmimy  Hoffa. 

10.  Pleasantville,  N.J.  Scientific 
Chemical  Processing  dumped  toxic 
waste  that  forced  the  closure  of  wells 
serving  Atlantic  City. 
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Compaq  introduces 

a  revolutionary 

new  personal  computer. 

With  new  display  technology 

reakthrough  graphics  technology 

Advanced  storage  technology 

New  expansion  technology 

Innovative  modem  technology 

Newfceybo^  techtrio 
New  siifacejfimt  techiwlogy 
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And  a  battery 
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When  you  build  a  full- f 

there's  no  room  j 
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Before  now,  choosing  a  laptop  PC 
meant  choosing  what  you  could  live 
without.  A  manageable  size.  Bat- 
tery. Power.  Speed.  Screen  quaUty 
Full-size  keys. 

We've  changed  that,  with 
the  new  COMPAQ  SLT/286.  It's 
the  first  laptop  from  the  company 
that  set  the  standard  in  portable 
computing.  And  the  first  laptop 
to  give  you  everything  you 
want.  Without  compromise. 

Creating  a  new  high- 
performance  PC  this  small  was 
no  small  feat.  It  took  a  series  of 
engineering  breakthroughs  to 
build  a  smaller  laptop  that  de- 
livers the  performance  of  a 
desktop— on  battery  power. 

From  its  compact  size  to  its  high- 
performance  components,  you'll  see  that  your 

needs  shaped  our  thinking. 
First  of  all,  we  knew 
you  wanted  to  wield  a  lot 
of  power,  without  throw- 
ing around  a  lot  of  weight. 
The  new  COMPAQ  SLT/286  weighs  in  at  just 
14  lb.,  with  a  space-saving  footprint.  That  means 
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The  COMPAQ  SLT/286  snaps  into  an  optional 
Desktop  Expansion  Base  for  office  use. 
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A  removable  keyboard  offers  your  fingers  full-size  keys, 
with  standard  spacing. 
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first  laptop  from  the  company 
I  ?f  the  standard  for  portable  PC's 


it  fits  on  an  airline  tray  table  with 
plenty  of  room  to  spare. 

When  you're  on  the  road,  we 
won't  leave  you  stranded,  either. 
The  COMPAQ  SLT/286  uses  inno- 
vative new  battery  technology 
that  gives  you  over  three  hours  of 
power.  The  battery  is  small,  so 
carrying  a  spare  is  no  problem. 
Replacement  and  recharging 
are  fast  and  easy. 

But  what's  amazing  about 

the  battery  is  everything  that 

runs  on  it.  Every  component  is 

optimized  to  save  battery  life. 

So  you  can  work  longer. 

The  COMPAQ  SLT/286 
has  VGA  graphics  with 
640x480  resolution  with  eight 
shades  of  gray  New  backlit  screen  technology 
produces  text  and  graphics  with 
higher  contrast  on  a  10"  di- 
agonal screen.  So  things 
are  easy  to  read. 

Now  let's  take 
an  inside  look.  The 

COMPAQ   SLT/286    is        a  small  wonder  compared  to  other 
J  1  in  UTTT         laptops,  the  COMPAQ  SLT/286  gives 

powered  by  a  12-MHz         you  more  pan  less  space. 


It  simply  works  better. 
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unction  PC  tiiis  small, 
for  compromise. 


80C286  microprocessor  that 
drives  software  20%  faster  than 
most  10-MHz  80286-based  PC's. 
You  get  the  capability  to  run 
the  world's  largest  library  of 
software  with  MS-DOS!  Plus 
Microsoft"  Operating  System/2. 
Flexibility  is 
built  in.  You  can 
choose  a  high-speed 
40-  or  20-MB  fixed 
disk  drive  to  comple- 
ment the  standard 
3V2"  1.44-MB  disk- 
ette drive.  Plus  you  can 
easily  expand  the  640K  of  standard 
memory  to  3.6  megabytes  internally 
You'll  find  our  keyboard  is  just 
your  type.  It  has  full-size  keys,  spaced 
just  like  the  keys  on  a  desktop  PC.  The 
keyboard  is  removable,  so  it  adjusts  to  the  way 
you  work.  You  get  all  12  function  keys  and  an  em- 
bedded numeric  keypad.  Or  if  numbers  are  your 
life,  add  a  separate  numeric  keypad  as  an  option. 
Other  creature  comforts  are  also  on  board. 
Like  an  optional  internal  2400-baud  modem. 
Room  for  two  internal  storage  devices.  Ports  for  a 
printer,  external  VGA  monitor  and  other  periph- 


Intenml  2400-haud 
modem  optional 


Its  footprint  is  small  enough 
to  fit  on  an  airline  tray  table, 
with  room  to  spare. 


erals.  You  can  even  add  a  12-MHz 
80C287  coprocessor  as  an  option 
to  speed  number  crunching. 

At  this  point  you  may  be 
thinking  that  the  COMPAQ 
SLT/286  does  everything  a 
desktop  can  do.  You're  right.  In 
fact  you  can  even  do  more  at  the 
office  with  its  optional  Desktop 
Expansion  Base. 

Unlike  competitive  ex- 
pansion units,  ours  wasn't  an 
afterthought.  Its  integrated  design 
gives  you  two  industry-standard 
expansion  slots  along  with  duplicate 
interfaces  for  your  pe- 
ripherals. The  expansion 
unit  even  recharges  the 
battery  for  you. 

Best  of  all,  the 
COMPAQ  SLT/286  just  snaps  right 
into  the  Desktop  Expansion  Base. 
No  cord.  No  wires.  No  hassle. 

With  all  these  innovative  fea- 
tures, you  can  see  that  the  new  COMPAQ 
SLT/286  leaves  absolutely  no  room  for  compro- 
mise. It's  simply  high-performance  personal 
computing  in  its  most  concentrated  form. 
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included  for 

over  three 
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Waste  Management  Inc.  gets  some  of  the 
worst  corporate  press  in  America.  You 
would  hardly  notice  that  its  earnings  keep 
growing  by  25%  a  year. 

Garbage  in, 
profits  out 


By  Steve  Weiner 


IN  THE  LAST  YEAR  alonc,  Oak 
Brook,  111. -based  Waste  Manage- 
ment Inc.  (1987  revenues,  $2.8 
billion)  has  paid  $2  million  in  fines  for 
antitrust  violations — for  collusion  to 
allocate  garbage  collection  territories 
in  Toledo,  Ohio  and  Miami  and  Fort 
Lauderdale,  Fla. 

That's  only  a  start.  Sloppy  opera- 
tions led  to  more  than  $20  million  in 
fines  and  remedial  cleanup  at  the 
company's  Vickery,  Ohio  hazardous 
waste  disposal  facility  several  years 
ago.  Last  year  the  Los  Angeles  County 
district  attorney  charged  the  company 
with  divvying  up  territories  with  the 
competition.  And  in  the  last  five  years 
18  separate  federal  grand  juries  have 
investigated  collusive  garbage  indus- 
try practices,  often  in  cases  involving 
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Waste  Management. 

For  all  its  bad  news  clippings.  Waste 
Management  remains  a  gold  mine — 
profits  up  42%  so  far  this  year  after  a 
47%  rise,  excluding  one-time  gains 
and  charges  in  1986,  to  $327  million, 
or  $1.46  a  share,  last  year.  Likely  1988 
earnings:  $2.05  a  share.  Profits  have 
grown  at  a  compound  aimual  rate  of 
25%  for  the  last  15  years. 

How  to  explain  the  gap  between 
prosecution  and  profit?  Three  ways. 
First,  Waste  Management  became  the 
nation's  largest  trash  collector,  with 
more  than  10%  of  a  $25  billion  mar- 
ket (pickups  at  7  million  homes  and 
558,000  businesses  in  800  communi- 
ties), because  it  is  very  good  at  what  it 
does.  Its  reputation  among  prosecu- 
tors may  be  grimy,  but  among  clients 
its  name  sparkles.  So  when  potential 
Waste  Management  clients  call  exist- 


ing customers  for  references,  the  re- 
sult is  almost  always  rave  reviews.  "I 
would  rate  them  as  excellent,"  says 
Ulysses  Ford  in,  director  of  the  solid 
waste  management  department  in 
Houston,  Tex.,  where  the  company 
operates  a  transfer  station  that  con- 
solidates small  trash  pickups  into  the 
larger  loads  that  are  shipped  to  land- 
fills. "They  meet  every  letter  of  the 
contract,  and  in  some  instances,  ex- 
ceed it." 

Second,  in  many  of  its  markets,  a 
company  the  size  of  Waste  Manage- 
ment is  essential,  because  a  smaller 
outfit  would  be  overwhelmed.  As  a 
consequence.  Waste  Management 
does  business  in  about  350  of  the  na- 
tion's 500  largest  markets. 

Finally  and  just  as  crucial.  Waste 
Management  has  successfully  cast  it- 
self as  no  mere  trash  hauler,  but  rather 
as  an  environmentalist  outfit.  It  has, 
for  example,  developed  profitable  and 
rapidly  growing  recycling  programs  in 
more  than  50  U.S.  cities.  These  and 
other  efforts  are  frequently  endorsed 
by  environmental  and  civic  groups.  Its 
advertising  motto:  "Helping  the  world 
dispose  of  its  problems." 

Waste  Management  staffs  its  Wash- 
ington, D.C.  lobbying  office  with  en- 
vironmental veterans.  James  Range, 
the  director,  was  a  Senate  staff  mem- 
ber who  helped  write  the  clean  water, 
clean  air  and  Superfund  acts.  James 
Banks,  director  of  government  affairs, 
was  a  senior  lawyer  for  the  Natural 
Resources  Defense  Council,  and  Wil- 
liam Y.  Brown,  director  of  environ- 
mental affairs,  is  a  former  acting  di- 
rector of  the  Environmental  Defense 
Fund.  They  advocate,  among  other 


Showcase  recycling  in  San  Jose 

A  sound  business  and  excellent  for  the  image. 


John  Harding 


Waste  Management  President  Rooney 
Expanding  aggressively. 
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Introducing  the  new 

COMPAQ  SLT/286  Personal  Computer. 

The  first  PC  that  puts  true 

desktop  performance  in  your  lap. 


i:*i 


We  have  the  world's  best  handle, 
on  portable  computing. 


4 

4 


In  1982, Compaq  intro- 
duced the  world  to  the 
power  of  portable  "pti 
sonal  computing  with 
COMPAQ  Pbrtable. 

Since  then  we've 
consistently  delivered  ne 
levels  of  performance 
consistently  smaller  packages. 

Today  we  offer  the  world's  highest- 
performing  line  of  portable  personal  com- 
puters. COMPAQ  products  consistently  earn 
the  industry's  highest  ratmgs  for  quality  and 


user  satisfaction.  And 
that's  an  achievement 
that  stands  unchallenged. 
You'll  find  that  we've 
designed  these  same 
uncompromising  stan- 
dards into  every  part  of  the 
new  COMPAQ  SLT/286. 
To  get  a  handle  on  more  information,  in- 
cluding a  free  brochure  and  the  location  of 
your  nearest  Authorized  COMPAQ  Computer 
Dealer,  call  1-800-231-0900.  Ask  for  Operator 
71.  In  Canada,  1-800-263-5868,  Operator  71. 


COMPAQ'  IS  a  irademark  of  Compaq  Compulo  Corporalion.  Mieiosoft?  MS*  and  MS-DOS*  are  tradrmarks  of  Microsoft  Corporation  MS"  OS/2  is  a  product  of 
Corporation  Product  names  nienlioned  herein  may  be  trademarks  and'oi  registered  iniuemarks  of  their  respective  companies  'Registered  US.  Patent  and  1>< 

"^"•'^"'ri  board  commercial  aircraft  15  at  the  discretion  of  each  airli 
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It  simply  works  better. 


Waste  Management  Inc.  gets  some  of  the 
worst  corporate  press  in  America.  You 
would  hardly  notice  that  its  earnings  keep 
growing  by  25%  a  year. 

Garbage  in, 
profits  out 


By  Steve  Weiner 


IN  THE  LAST  YEAR  alonc,  Oak 
Brook,  111. -based  Waste  Manage- 
ment Inc.  (1987  revenues,  $2.8 
billion)  has  paid  $2  million  in  fines  for 
antitrust  violations — for  collusion  to 
allocate  garbage  collection  territories 
in  Toledo,  Ohio  and  Miami  and  Fort 
Lauderdale,  Fla. 

That's  only  a  start.  Sloppy  opera- 
tions led  to  more  than  $20  million  in 
fines  and  remedial  cleanup  at  the 
company's  Vickery,  Ohio  hazardous 
waste  disposal  facility  several  years 
ago.  Last  year  the  Los  Angeles  County 
district  attorney  charged  the  company 
with  divvying  up  territories  with  the 
competition.  And  in  the  last  five  years 
18  separate  federal  grand  juries  have 
investigated  collusive  garbage  indus- 
try practices,  often  in  cases  involving 


Waste  Management. 

For  all  its  bad  news  clippings.  Waste 
Management  remains  a  gold  mine — 
profits  up  42%  so  far  this  year  after  a 
47%  rise,  excluding  one-time  gains 
and  charges  in  1986,  to  $327  million, 
or  $1.46  a  share,  last  year.  Likely  1988 
earnings:  $2.05  a  share.  Profits  have 
grown  at  a  compound  aimual  rate  of 
25%  for  the  last  15  years. 

How  to  explain  the  gap  between 
prosecution  and  profit?  Three  ways. 
First,  Waste  Management  became  the 
nation's  largest  trash  collector,  with 
more  than  10%  of  a  $25  billion  mar- 
ket (pickups  at  7  million  homes  and 
558,000  businesses  in  800  communi- 
ties), because  it  is  very  good  at  what  it 
does.  Its  reputation  among  prosecu- 
tors may  be  grimy,  but  among  clients 
its  name  sparkles.  So  when  potential 
Waste  Management  clients  call  exist- 


ing customers  for  references,  the  re- 
sult is  almost  always  rave  reviews.  "I 
would  rate  them  as  excellent,"  says 
Ulysses  Ford  III,  director  of  the  solid 
waste  management  department  in 
Houston,  Tex.,  where  the  company 
operates  a  transfer  station  that  con- 
solidates small  trash  pickups  into  the 
larger  loads  that  are  shipped  to  land- 
fills. "They  meet  every  letter  of  the 
contract,  and  in  some  instances,  ex- 
ceed it." 

Second,  in  many  of  its  markets,  a 
company  the  size  of  Waste  Manage- 
ment is  essential,  because  a  smaller 
outfit  would  be  overwhelmed.  As  a 
consequence.  Waste  Management 
does  business  in  about  350  of  the  na- 
tion's 500  largest  markets. 

Finally  and  just  as  crucial.  Waste 
Management  has  successfully  cast  it- 
self as  no  mere  trash  hauler,  but  rather 
as  an  environmentalist  outfit.  It  has, 
for  example,  developed  profitable  and 
rapidly  growing  recycling  programs  in 
more  than  50  U.S.  cities.  These  and 
other  efforts  are  frequently  endorsed 
by  environmental  and  civic  groups.  Its 
advertising  motto:  "Helping  the  world 
dispose  of  its  problems." 

Waste  Management  staffs  its  Wash- 
mgton,  D.C.  lobbying  office  with  en- 
vironmental veterans,  fames  Range, 
the  director,  was  a  Senate  staff  mem- 
ber who  helped  write  the  clean  water, 
clean  air  and  Superfund  acts.  James 
Banks,  director  of  government  affairs, 
was  a  senior  lawyer  for  the  Natural 
Resources  Defense  Council,  and  Wil- 
liam Y.  Brown,  director  of  environ- 
mental affairs,  is  a  former  acting  di- 
rector of  the  Environmental  Defense 
Fund.  They  advocate,  among  other 


Showcase  recycling  in  San  Jose 

A  sound  business  and  excellent/or  the  image. 


lohn  Harding 


Waste  Management  President  Roomy 
Expanding  aggressively. 
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Astra  vs  the  BAe  800. 


The  incredibly  advanced  Astra 

saves  you  more  time 

...every  time. 


And  we'll  prove  it. 


,  he  decision  to  purchase  a  business 
jet  is  based  on  the  ability  of  the 
L   aircraft  to  save  time  for  you  and 
your  executives.  That's  the  real  bottom 
line.  And  in  the  midsize  jet  category, 
the  one  aircraft  with  the  technology  to 
save  you  more  time  is  the  incredibly 
advanced  Astra. 


Astra's  long-range 
short-field  wing 

The  advanced  double-swept  wing  that 
helps  Astra  achieve  its  time-saving  cruise 
speeds  and  longer  range  also  holds  the 
secret  of  its  ability  to  utilize  shorter  run- 
ways that  the  BAe  and  others  would 


First  and  foremost.  Astra  is  the  fastest    often  have  to  pass  by.  Lighter,  yet 


COMPARATIVE  TAKEOFF  DISTANCES 


Runway  peformance  figures  for  missions  under  standard 
conditions  with  4  passengers  and  NBAA  IFR  fuel  reserves 


jet  in  its  class,  both  in  straight-line  speed 
and  in  its  ability  to  climb  to  cruising  alti- 
tude on  I 

equivalent        '        COMPARATIVE  TAKI 

missions.  Its  ^^,„„,^ , . 

superior  _missic^^ asi 

range  allows  Nautical  Miles  Runwi 

you  to  fly  300                    2,8 

more  non-  „^^                   .  ^ 

stop  flights.  ^00                   3,1 

And  its  excel-  1,000                    3,4 

lent  short-       I 

field  oerfor-  Runway  peformance  figures  f( 

mance  con-  conditions  with  4  passengers . 

sistently  gets  you  closer  to  those  out-of- 
the-way  business  destinations.  By 
comparison,  the  BAe  800  just  doesn't 
measure  up! 

Worldwide  domination 
at  IVIach  .80 

Astra  can  fly  non-stop  not  only  from 
New  York  City  to  Los  Angeles,  but  also 
from  Perth.  Australia  to  Kuala  Lampur. 
Malaysia  and  from  Rome,  Italy  to  Abidjan. 
Ivory  Coast.  All  at  a  cruise  of  Mach  .80  or 
above,  and  all  in  under  six  hours.*  The 
BAe  800's  maximum  operating  speed  is 
.80.  and  when  pushed  close  to  this  speed 
it  cannot  make  any  of  the  above  flights 
non-stop.  In  fact.  Astra  has  a  range  of 
3.150  miles  at  Mach  .80,  while  the  BAe 
800  range  drops  to  2,540  miles  when  it 
is  forced  to  cruise  near  its  redline. 

In  addition,  Astra  climbs  1 ,000  feet 
per  minute  faster  and  has  a  certified 
operating  ceiling  of  45,000  feet,  versus 
41 ,000  for  the  BAe.**  So  Astra  reaches 
its  optimum  cruising  altitude  much  faster, 
and  flies  higher  over  turbulent  weather. 


•Performance  figures  based  on  4  passengers. 

ISA  conditions,  and  85%  probability  of  winds. 
■  "Source:  1988  Business  &  Commercial  Aviation 

Planning  and  Purchasing  Handbooi<,  revised. 


Stronger  than  conventional  wings,  it 
incorporates  unique  leading-edge  slats 
1     (not  found  on 


ASTRA 


Runway  (Ft) 
2,875 
3,105 
3,460 


OFF  DISTANCES  ^f_  BAe  or  any 

other  jet  in  its 

'  (Ft)  Runway  (Ff)  gllOW  fOr 

5  3,550  shorter 

takeoff  dis- 
5                 3,600  ^nces  and 
0                 3,800  slower,  safer 
takeoff  and 

H^^-imiPr^rof'",'^"'^''''^  landing 

Id  NBAA  IFR  fuel  reserves.  cnppfil^ 

Astra  is  a  supremely  well  equipped 
airplane,  with  many  standard  features 
— including  thrust  reversers — that  are 
extra-cost  options  on  the  BAe  800.  Yet 
surprisingly,  Astra  is  priced  at  $2  million 
less!**  Its  unequalled  combination  of  high 
speed,  long  range  and  superior  short- 
field  performance  make  Astra  the  over- 
whelming leader  in  its  class  when  it 
comes  to  saving  you  time. 

That's  leadership... by  design. 


our  President,  Roy  Bergstrom  at  (609) 
987-1 125.  Or  send  us  the  coupon  below, 
and  make  us  prove  it  to  you! 


Roy  E.  Bergstrom,  President 
ASTRA  JET  CORPORATION 
4  Independence  Way 
Princeton,  NJ  08540 

Prove  to  me  that  Astra  can  save  me  time! 
D  Please  send  me  complete  information. 
D  Contact  me  to  arrange  a  demonstration. 


NAME 

TrrLE 

COMPANY 

ADDRESS 

CITY 

STATE/ZIP 

I'M  CURRENTLY  n.YING  A 


^lA 


Leadership ...  by  design 


iLiiigo  a  ban  on  ocean  disposal  of 
iiudge  snd  strict  controls  on  waste 
exports. 

Sure,  a  ban  on  ocean  dumping  bene- 
fits Waste  Management's  business. 
But  listen  to  Judy  Dehen,  a  leader  of 
the  Sierra  Club  in  Portland,  Ore., 
where  Waste  Management  recently 
won  a  trash  disposal  contract:  "Once 
we  compared  Waste  Management's 
plan  with  others,  there  was  no  con- 
test. Their  proposal  was  the  very  best 
we  could  have  hoped  for." 

How  does  Waste  Management  con- 
vert such  potentially  hostile  folks?  A 
typical  example  was  the  14-month  ef- 
fort to  win  disposal  rights  for  the 
three-county  Portland  area — a  $360 
million,  20-year  pact  that  could  pro- 


(.  Brute  ForsiL-r 
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"We  pushed  our  credentials." 

duce  more  than  $100  million  in  oper- 
ating profit.  Waste  Management 
didn't  just  hustle  for  the  business;  it 
positioned  itself  as  the  environmen- 
tally correct  solution  to  the  local  gar- 
bage problem. 

With  its  old  north  Portland  landfill 
almost  filled,  the  Metropolitan  Ser- 
vice District  (Metro)  needed  another 
place  to  put  the  million  tons  of  gar- 
bage generated  each  year.  Waste  Man- 
agement's solution;  With  a  canny 
sense  of  NIMBY,  the  "not  in  my  back- 
yard" syndrome,  the  company  invest- 
ed in  a  700-acre  landfill  on  a  2,000- 
acre  site  near  Arlington,  in  arid  east- 
cm  Oregon,  140  miles  away. 

'Most  people  had  thrown  up  their 

hands  and  said,  there's  no  solution," 

i^ard  Bergstein,  president  of 


"lO 


Northwest  Strategies,  a  political  and 
public  relations  consulting  firm  hired 
to  quarterback  Waste  Management's 
Oregon  pitch.  "Then  we  said  we  could 
solve  the  policy  paralysis.  We  had  a 
perfect  site,  and  we  pushed  forward 
our  environmental  credentials." 

How  did  Waste  Management  per- 
suade the  rural  folks  in  Arlington  and 
Gilliam  County  to  take  the  trash?  In  a 
series  of  meetings  in  Arlington  and 
the  state  capital  at  Salem,  the  compa- 
ny described  plans  for  an  advanced 
landfill  with  sophisticated  safeguards 
not  considered  necessary  by  some  for 
the  eastern  Oregon  drylands — liners 
and  collections  systems  to  catch 
leached  contaminants,  groundwater 
monitoring  systems  and  a  scheme  to 
collect  methane  gas  and  use  it,  if 
quantities  are  sufficient,  to  generate 
electricity,  as  the  company  does  in  a 
dozen  other  places.  The  bottom  line: 
promise  of  a  payroll  and  fees  of  more 
than  $2  million  annually  to  be 
pumped  into  the  local  economy. 

Waste  Management  also  flew  prom- 
inent local  citizens  to  San  Jose  to  see 
the  showcase  recycling  program  and 
landfill  at  nearby  Kirby  Canyon, 
where  the  company  established  envi- 
ronmental credentials  by  setting  up 
an  area  to  protect  the  endangered  Bay 
checkerspot  butterfly. 

Result:  The  company  now  stands  a 
good  chance  of  winning  the  equally 
lucrative  Portland  transfer  station 
contract  as  well.  "Waste  Management 
has  been  out  in  front  every  step  of  the 
way,"  says  Rena  Cusma,  executive 
officer  of  Metro.    . 

The  company  expects  revenues  and 
profit  to  keep  increasing  by  25%  a 
year  for  the  next  several  years  Its 
municipal  recycling  program  should 
nearly  triple  to  cover  1.6  million 
homes  by  next  year.  The  company 
also  plans  acquisitions  and  joint  ven- 
tures to  prepare  for  European  expan- 
sion as  that  continent  heads  toward  a 
full  common  market  in  1992,  says 
Phillip  Rooney,  president. 

Return  on  equity  should  rise  to 
nearly  25%,  from  nearly  20%  now. 
But  an  aggressive  program  to  buy 
land,  for  80  new  fills,  and  small  gar- 
bage companies,  about  100  every  year, 
will  cause  debt  to  rise,  to  nearly  40% 
of  capital  from  22%  at  the  end  of 
1987.  "We  want  to  offer  our  services 
to  every  market  in  the  country,"  says 
Rooney. 

The  stock,  trading  recently  near  39, 
fetches  19  times  estimated  1988  earn- 
ings, well  above  the  market  multiple 
of  about  13.  In  a  world  where  death 
and  taxes  are  flat-out  certainties,  the 
growth  of  garbage  runs  a  very  close 
third.  ■ 


A  company's  standard  for 
excellence  sets  it  apart  from  th 

rest.  In  this  case,  it's  also 
what  brings  companies  togethi 
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We  are  proud  to  announce  the 

newest  company  of 

USF&G  Asset  Management. 

CHANCEllllR  CAPITAL  MA^Ai;[\ 

(Formerly  Citicorp  Investment  Management)! 

Equity,  fixed  income,  venture 
capital  and  investment 
technology  capabilities 


iWE-HIIUDHTII^ 

Investment  management 


IKVESTIIItllFESEItVICE!; 

Life  insurance  marketing 
specialists  to  brokers  and  oth< 
financial  services  companies 


KEI'^EIIIHECIIE 

Strategic  and 
operational  consulting 


Pension  planning  and 
financial  consulting 


MEIiAIIIIIK 

Computer  leasing 


iisfm;  uaiiketi^i;  seiiviiie 

Marketing  services  for 

financial  service  companies 

I 


IISFM;  IIEAllY 

Real  estate  investing 


For  further  information  on 

the  companies  of 

USF&G  Asset  Management, 

call  1-800-228-8734. 

e  1986  USF&G  Financial  Seivices  Coiuoiation 


#  # 

'WHOBEnERTIIBI 

THAN  UNE  STEADILY  ISUILIIIKi;  THEIRS. 


t^'. 


USF&G  Asset  Management  proudly  announces  the  acquisition  of  Chancellor 
Capital  Management,  formerly  Citicorp  Investment  Mangagement.  Bringing  to  the  fold   asset  management 
a  wealth  of  experience  in  equity,  fixed  income,  venture  capital  and  investment  technology  capabilities. 

The  sum  of  which  means  more  power  to  USF&G  Asset  Management  to  manage  your  assets- 
money,  people,  property  and  equipment.  A  brand  new  corporate  power  tool. 

TnilLSFHRAimAVEKEWWIIKLII. 


Innovation 


LORD  NELSON  AND  MILSrAR 

Trafalgar,  1805,  the  battle  that  was  to  lead  to 
the  eventual  undoing  of  Napoleon,  was  won  be 
cause  Admiral  Horatio  Nelson  had  a  secret  weapon 
signal  flags. 

The  technique  of  connmunicating  over  long  dis 
tances  by  coded  flags  had  only  recently  been  invented 
by  the  Royal  Navy  It  revolutionized  naval  warfare. 

The  system  enabled  the  British  ships  to  cover 
vast  expanses  of  ocean,  looking  for  the  enemy  while 
remaining  in  close  contact  with  the  fleet  commander 
It  also  allowed  tactical  flexibility  once  battle  had  been 
joined.  Other  navies  were  bound  by  rigid  battle  plans 


The  Batde  of  Trafalgar  by  Clarkson  Stanfield,  1836,  The  Institute  of  Directors,  London 
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eed  upon  in  face-to-face  councils  long  before  the 
t  tDroadside.  They  were  confounded  by  the  British 
j  their  talking  flags. 

The  result  of  Trafalgar,  and  in  large  part  this 
nmunications  system,  was  that  Britain  enjoyed 
disputed  rule  of  the  seas  and  over  a  century  of 
itive  peace;  a  Pax  Britannica. 

In  modern  warfare,  command,  control,  and  com- 
inication  are  as  decisive  factors  as  they  were  two 
ituries  ago  and  even  more  complex.  History  is  pep- 
ed  with  anecdotes  of  communication  breakdowns 
ding  to  fiasco.  It  has  been  called  the  fog  of  war. 

This  is  why  Milstar,  the  most  comprehensive, 
vivable,  and  secure  communications  system  ever 


conceived,  is  so  needed.  Once  in  place,  the  satellites 
that  make  up  the  Milstar  constellation  will  be  able  to 
keep  all  commands  of  our  forces  around  the  globe 
in  constant  touch,  from  the  President  down  to  pla- 
toon leaders,  regardless  of  the  situation.  And  it  will 
allow  the  Commander  in  Chief  to  make  timely  well- 
informed  decisions. 

What  Nelson's  signal  flags  did  for  Britain  two 
centuries  ago,  helping  to  insure  a  century  of  peace, 
Milstar  can  do  for  the  West.  And  that  is,  after  all,  the 
object  of  defense. 
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Giving  shape  to  imagination. 
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Excellence 

is  good  people  and  hard  work. 


To  appreciate  excellence,  just  compare  it  to  the 
average  service  available  elsewhere.  Our  people 
combir^e  professionalism  and  imagination  with 
hard  work  -  to  give  you  a  most  pleasant  surprise. 

UBS  -  committed  to  excellence. 


UBS  in  the  United  States:  New  York  Branch  (299  Park  Avenue.  New  York, 
NY  10171).  Chicago.  Houston.  Los  Angeles.  San  Francisco.  UBS  in  Canada: 
Calgary.  Montreal.  Toronto.  UBS  worldwide:  in  all  important  financial 
centers  around  the  globe    Head  Office:  Union  Bank  of  Switzerland, 
Bahnhotstrasse  45.  CH-8021  Zurich. 


The  industrial  world  has  learned  to  grow 
without  using  much  more  oil  Not  so  the 
developing  countries.  With  strong  growth 
in  the  latter,  the  price  of  oil  can  only  go  up. 


Price  surge  ahead 


By  Pnmay  Gapte 


AT  PRESENT,  there  is  a  two-tier 
situation  in  the  oil  market. 
b  OPEC  countries  are  producing 
19.2  million  barrels  a  day,  well  below 
their  peak  output  of  31.3  million  bar- 
rels a  day  in  1977.  But  the  non-OPEC 
producing  countries  are  producing  oil 
at  virtually  full  capacity.  In  1973  the 
non-OPEC  countries — excluding  the 
U.S.S.R. — were  producing  16.3  mil- 
lion barrels  a  day.  By  1987  that  figure 
had  climbed  to  over  26  million  barrels 
a  day,  where  it  remains  this  year. 

At  the  same  time,  consumption  in 
the  noncommunist  world  remained 
more  or  less  constant:  48.2  million 
barrels  a  day  in  1973,  and  48.5  million 
barrels  a  day  in  1987. 

There  it  is:  demand  constant,  non- 
OPEC  supply  rising.  Something  had 
to  give,  and  it  was  the  price  of  oil, 
which  dropped  from  over  $34  a  barrel 
in  1981  to  under  $15  this  year.  The 
price  would  have  collapsed  even  more 
but  for  one  thing:  Although  reluctant- 
ly and  with  cheating  and  bickering, 
OPEC  countries  cut  production.  They 
ceded  some  of  the  stagnant  market  to 
non-OPEC  competitors  like  Mexico, 
Brazil  and  the  U.K. 

With  oil  prices  down  sharply,  the 
industrial  countries  breathed  a  sigh  of 
relief.  Lower  energy  prices  meant  less 
inflation.  For  strong  currency  coun- 
tries like  Germany  and  Japan,  notes 
Richard  Gordon  of  Washington, 
D.C.'s  Petroleum  Finance  Co.,  Ltd., 
oil  today  costs  even  less  than  it  did  a 
year  ago. 

But  what  happens  when  demand 
starts  growing  again?  The  industrial 
countries  are  using  less  energy  per 
unit  of  national  product  partly  be- 
cause they  are  moving  away  from 
heavy  industry  to  knowledge-based 
industry,  and  also  because  they've  be- 


come more  fuel  efficient. 

The  wild  card  here,  however,  is  the 
Third  World.  Throughout  the  devel- 
oping countries — from  China  to  Alge- 
ria to  Burma — old  totalitarian  and  au- 
thoritarian regimes  are  under  pressure 
to  devolve  power  and  rely  more  on 
market  forces.  Absent  a  global  reces- 
sion, this  worldwide  unleashing  of 
human  ingenuity  and  energy  will 
probably  result  in  rapid  growth  in 
many  developing  countries.  As  they 
increase  consumption  of  plastics  and 
electricity — and  as  they  move  from 
bicycles  to  motorbikes  to  cars — their 
demand  for  oil  will  rise  dramatically. 

For  the  past  few  years,  growth  has 


tended  to  slow  in  the  developing 
countries.  Burdened  with  $1.2  trillion 
of  debt  and  falling  commodity  prices, 
and  held  back  by  socialistic  experi- 
ments and  general  mismanagement, 
many  of  the  poor  countries  have  stag- 
nating economies.  But  this  cannot 
last.  If  it  did,  people  would  starve  and 
regimes  topple.  If  Third  World  eco- 
nomic growth  resumes  its  earlier  av- 
erage level,  oil  consumption  in  devel- 
oping nations  will  start  rising  at  an 
estimated  3.8%  annually.  If  oil  prices 
continue  to  fall  in  the  near  fiiture, 
says  Petroleum  Finance's  Gordon, 
Third  World  oil  consumption  will  be 
even  greater. 

With  five  years  of  6%  annual 
growth,  nations  such  as  Taiwan, 
Thailand,  South  Korea  and  Singapore 
could  easily  absorb  OPEC's  current 
excess  production  of  over  3  million 
barrels  a  day.  David  Mizrahi,  editor  of 
New  York-based  MidEast  Report,  warns 
that  demand  from  newly  industrial- 
ized countries,  plus  the  expected  in- 
crease in  oil  consumption  by  the  U.S. 
and  Japan,  will  mean  that  price  pres- 
sure on  oil  will  be  up,  not  down. 

Don't  look  for  the  non-OPEC  coun- 
tries to  supply  much  of  the  enhanced 
demand.  The  level  of  oil  industry 
spending — based  on  a  representative 
sample  of  28  major  companies — on 
new  upstream  exploration  declined  to 
less  than  $20  billion  last  year.  In  1981 
It  was  $45  billion. 

The  composition  of  that  upstream 


Past  as  prologue? 


Rising  non-OPEC  production  and  static  demand  sent  prices  tumbling 
after  1982.  But  Third  World  growth  will  probably  force  consump- 
tion— and  oil's  price — up  sharply,  well  before  the  century  ends. 


Oil  production,  consumption  (million  barrels  per  day) 
□  OPEC    D'JSSR    □  Other 
H  World  consumption' 


Average  OPEC  price  (US  dollars  per  barrel)  | 


'73       '74       75       '76       '77       '78       '79        '80 


'Excluding  centrally  planned  economies.  ^Preliminary  Petro  Finance  estimates.  ^Prelmiinary  Petro 
Finance  projections.  Souice:  The  Petroleum  Finance  Co..  Ltd 
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Hartmann  solves  the  case. 

The  mystery  of  where  your  conference  reports  are  has  ended. 
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Outside,  a  combination  locii.  How  does  Hartmann  put  so  much 
into  such  a  small  case?  Elementary 
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Who's  got  the  oil 


With  the  world's  largest,  low- 
est-cost reserves,  Middle  East- 
erners will  regain  pricing  power. 


Reserves  (billions  o(  barrels) 

B  Saudi  Arabia     Q  Iraq     §  Iran     Q  Kuwait 
G  USSR     ■  Venezuela    Q  Mexico    ■  US 
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Source:  1988  Energy  Statistics  Sourcebook 


56 


spending  has  also  changed.  It  has 
moved  away  from  exploration  for  new 
reserves  toward  the  development  of 
existing  reserves  and  the  acquisition 
of  proved  reserves.  Near  Alaska's 
North  Slope,  it  is  still  far  from  clear 
whether  the  oil  companies  will  be 
allowed  to  explore  the  Arctic  Nation- 
al Wildlife  Refuge  area,  where  geolo- 
gists believe  there  is  a  huge  field.  But 
even  if  drilling  is  allowed,  and  the  oil 
exists,  it  will  take  up  to  a  decade  to 
bring  the  field  into  production. 

In  short,  fields  that  are  being 
brought  into  production  now  were 
discovered  in  the  1970s  and  early 
1980s,  when  oil  prices  were  high. 
Now  that  prices  are  low,  two  things 
are  happening:  (I)  the  industry  is  de- 
pleting the  oil  that  is  easiest  to  ex- 
tract, and  |2)  hardly  any  new  reserves 
are  being  discovered  to  replace  re- 
serves now  in  production. 

In  the  U.S.,  production  continues  to 
fall.  In  recent  years  OPEC's  share  of 
total  U.S.  imports  of  crude  and  petro- 
leum products  troughed  at  36.1%,  in 
1985,  but  has  been  inching  back — to 
47.2%  for  the  period  of  January  to  July 
1988.  As  inevitably  as  the  night  fol- 
lows the  day,  the  price  of  oil  will  go  up 
again,  and  sharply,  well  before  this 
century  ends.  Oil  in  the  tanks  may 
not  be  a  good  investment  now.  But  oil 
in  the  ground  looks  like  a  sure  thing. 
Unless,  that  is,  one  assumes  the  poor- 
er nations  with  their  swelling  popula- 
tions will  remain  poor  forever.  ■ 
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Our  new  name:  Whitman.  Whitman  Corporation. 

With  the  spin-off  of  the  Illinois  Central  Railroad 
and  the  sale  of  Pneumo  Abex,  Whitman  Corporation 
will  focus  on  consumer  goods  and  services. 

Whitman  is  a  $3.5  billion  multinational  corpora- 
tion with  four  major  operating  companies: 

Pet  Incorporated,  a  leading  producer  of  specialty 
foods  and  confections. 

Pepsi-Cola  General  Bottlers,  the  largest  inde- 
pendent Pepsi  bottler  in  the  U.S. 

Hussmann  Corporation,  the  world's  leading 
producer  of  refrigeration  equipment  for  the  food 
industry. 

Midas  International,  the  world's  number  one 
franchise  automotive  service  operation. 


WHITMAN 


For  more  information  on  Wliitman  (Stofk  symbol— WTl),  please  write: 
Corporate  Communications,  WTiitman  Corporation.  One  Illinois  Center, 
111  East  Wacker  Drive.  Chicago.  Illinois  60601. 

©1988.  ^\llitman  Corporation. 
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ext  Century. 


Imagine  life  in  the  next  Century... the  new  Buick  Century. 
It  has  a  freshly  restyled,  smooth  look.  And  Century  is  engi- 
neered to  be  equally  smooth  on  the  road,  thanks  to  Buick's 
exclusive  DynaRide  suspension.  DynaRide  balances  a  smooth, 
comfortable  ride  with  firm,  precise  handling. 

Century  offers  a  wealth  of  premium  features;  New 
optional  160-horsepower  3300  V-6  engine  Automatic  trans- 
mission, power  steering  and  power  front  disc  brakes 
6-passenger  roominess  and  16.2-cubic-foot  trunk  AM-FM 
stereo  radio  and  clock,  and  extended-range  speakers  White- 
wall  tires  with  deluxe  wheelcovers     And  more. 

Century  offers  all  this  at  a  surprisingly  reasonable  price.  See 
your  Buick  dealer  now.  Discover  how  to  enter  the  next 
Century. . .  very  comfortably.  And  very  smoothly. 
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The  top  1%  of  Iran  s  population  now  re- 
sides in  California.  By  and  large,  the 
homeland's  loss  has  been  our  gain. 

Welcome  to 
Teheran,  Calif. 


By  Marc  Beauchamp 
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Not  your  ordiMtary  "tired  andi  poor"  refugees 
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Bill  \MKmV)tnu 


Tl  EN  YEARS  AGO  ncxt  month  Par- 
viz  Afrahim  parked  his  new 
BMW  at  Teheran's  Mehrabad  In- 
ternational Airport  and  boarded  a 
Swissair  fUght  to  Hamburg.  He  was 
afraid  for  his  neck  in  the  turmoil  sur- 
rounding the  shah's  departure  and  the 
ayatollah's  return  but  expected  to  be 
back  in  two  weeks,  after  the  storm 
passed.  Afrahim  hasn't  seen  his  coun- 
try— or  his  car — since. 

Today  Afrahim,  now  37,  and  his 
family  sell  Oriental  rugs  in  Beverly 
Hills.  As  a  refugee  from  Khomeini's 
reign  of  terror,  Afrahim,  who  once 
sold  rugs  to  the  shah,  has  plenty  of 
company.  An  estimated  2  million  to  3 
million  Iranians  have  fled  their  coun- 
try. Many  are  in  neighboring  Turkey. 
Others  are  in  France,  the  U.K.  and 
scattered  across  the  rest  of  Europe. 
Almost  1  million  are  living  in  the 
U.S.,  and  many  of  them — some 
400,000 — are  in  California.  More  than 
sunshine  drew  them.  Many  knew  the 
state  from  their  school  days  at  UCLA 
or  use  or  from  visiting  relatives  or 
friends.  Most  have  settled  in  southern 
California,  in  Beverly  Hills,  the 
Westwood  area  around  UCLA,  Santa 
Monica,  the  San  Fernando  Valley  and 
Orange  County. 

To  be  sure,  these  Iranians  are  hardly 
your  ordinary  "tired  and  poor"  refu- 
gees. They  were  the  country's  elite — 
highly  educated  Baha'is,  Jews,  Arme- 
nians and  Muslims.  Doctors,  lawyers, 
architects,  engineers,  entrepreneurs, 
businessmen.  "They  needed  money 
and  resources  to  come  here,"  says 
Mchdi  Bozorgmehr,  a  UCLA  graduate 
student  working  on  a  three-year  Na- 
tional Science  Foundation-funded 
study  of  Iranians  living  in  Los  Angeles 
County.  "They  didn't  come  here  to 
work  as  dishwashers."  The  dishwash- 
ers— the  poor — had  to  stay  and  live  in 
Khomeini-land. 

Certainly  the  refugees  wasted  little 
time  getting  to  work.  Doctors  and 
lawyers  went  back  to  school  to  get 
American  licenses.  Other  refugees 
put  money  into  real  estate,  founded 
contracting  firms,  restaurants,  dis- 
count clothing  outlets,  jewelry  stores. 

Success  stories  abound.  The  Mah- 
boubi  family,  the  Wrigleys  of  Iran,  put 
some  of  their  chewing  gum  fortune 
into  Beverly  Hills  real  estate,  develop- 
ing the  glittering  Rodeo  Collection 
shopping  center  on  Rodeo  Drive.  Dar- 
yoush  Mahboubi-Fardi  is  a  partner  of 
Iraman-born  designer  Bijan  Pakzad, 
who  now  has  Bijan  boutiques  in  Bev- 
erly Hills  and  New  York.  Masud  Ha- 
kim and  two  Iranian  partners  bought  a 
single  discount  department  store  on 
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Wilshire  Boulevard  and  built  it  into 
the  $90  million  (estimated  1988  sales) 
Adray's  chain. 

Others  made  more  modest  success- 
es. Iraj  Ghaffari,  a  lieutenant  colonel 
in  the  Iranian  Air  Force,  now  owns  a 
butcher  shop  and  grocery  in  the  heart 
of  the  thriving  Iranian  neighborhood 
on  Westwood  Boulevard  south  of 
UCLA.  Fereidoon  Saadat,  trained  as  a 
chemical  engineer,  owns  the  popular 
Your  Place  Persian  restaurant  in  Bev- 
erly Hills,  where  smartly  dressed  Ira- 
nian businessmen  lunch  on  chelo  ka- 
bob  beneath  a  picture  of  the  shah's 
son,  Reza  Shah  11. 

This  invasion  of  Iranians  has  creat- 
ed opportunities  for  smart  entrepre- 
neurs. Bijan  Khalili,  37,  a  civil  engi- 
neer at  home,  publishes  the  Iranian 
Yellow  Pages  from  his  Van  Nuys  of- 
fices. This  year  he  printed  30,000 
copies  of  the  704-page  directory.  Far- 
had  Ghassemieh  is  chairman  of  the 
Iranian-owned    $68    million    (assets) 

**They  didn't  come  here  to 
work  €is  dishwashers,"  says 
UCLA's  Mehdi  Bozorgmehr. 
The  dishw<ishers  had  to 
stay  in  Khomeini-land. 

First  Credit  Bank,  with  headquarters 
on  Sunset  Boulevard.  With  her  hus- 
band. Pari  Mirhashem-Abasalti,  long- 
time editor  of  Iran's  leading  women's 
magazine,  publishes  the  widely  read 
Ralje-Zetidegi  (Way  of  Life)  magazine 
from  her  Westwood  condominium. 
An  estimated  240,000  Iranians  can 
tune  in  each  morning  to  hear  Parvis 
Aishar,  the  Johnny  Carson  of  Iran, 
read  and  comment  on  the  news  on  a 
local  cable  channel.  Six-year-old  Ra- 
dio Omid  (Hope)  Iran  also  vies  for  the 
expatriate  audience. 

When  it  comes  to  business,  Iranians 
put  aside  their  religious  and  political 
differences.  They  have  their  own  Los 
Angeles  Rotary  Club  chapter.  The  Co- 
alition of  Iranian  Entrepreneurs  meets 
weekly  in  west  Los  Angeles.  Its  nearly 
100  members  exchange  business 
cards,  hear  reports  on  the  local  and 
national  economy  and  leam  the  rules 
of  American  business — when  to  in- 
corporate, the  need  for  insurance,  and 
the  minimum  wage  laws.  But  it's  not 
all  business.  At  one  recent  meeting 
there  was  a  poetry  reading,  and  a 
young  Iranian  stockbroker  played  tra- 
ditional melodies  on  a  portable  organ. 

By  and  large,  the  Iranian  diaspora 
has  brought  benefits  to  the  Iranians' 
new  home.  Consider  downtown  Los 
Angeles,  where  an  estimated  20,000 
Iranians  work.  They  have  trans- 
formed the  garment  district,  buying 
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Pan  tz  .-yrnhnn  cit  bisjaniily  s  Beverly  Hills  rug  store 

He  hasnt  seen  his  coutUry — or  his  BMW— for  ten  years. 


Bill  NaiioiVb\^ma 


and  renovating  dilapidated  buildings 
and  opening  scores  of  discount  stores 
to  sell  apparel.  The  alley  between  Ma- 
ple and  Santee  streets  now  resembles 
a  Middle  Eastern  bazaar  with  dozens 
of  open-air  clothing  stores.  Farsi  com- 
petes with  Spanish  as  the  second  lan- 
guage of  downtown.  Persian  restau- 
rants deliver  jojeh  (chicken)  and  mahi 
(fish)  kabob.  Rents  in  this  former 
warehouse  district  have  gone  from  50 
cents  a  foot  a  decade  ago  to  $8  and 
more  today. 

Nearby,  in  the  jewelry  district 
around  Seventh  and  Hill  streets,  Irani- 
ans have  brought  new  competition. 
Among  dozens  of  other  Iranian  jewel- 
ers is  the  well-known  Mozaffarian 
family,  which  has  also  opened  shops 
in  San  Francisco  and  Vancouver.  Ira- 
nian developers  are  building  homes 
and  shopping  centers  in  the  fast-grow- 
ing Lancaster  area  northeast  of  Los 
Angeles  and  apartments  and  office 
buildings  from  Santa  Monica  to  Or- 
ange County. 

Many  Iranians  feel  that  Amencans 
resent  them,  unfairly  blaming  them 
for  the  hostage  crisis,  forgetting,  as 
one  Iranian  retailer  in  Beverly  Hills 
puts  It,  "that  40  million  Iranians  are 
held  hostage  by  one  crazy  man."  To 
avoid  potential  confrontations,  some 
Iranians  call  themselves  Persian. 

As  with  any  immigrant  group,  ad- 
justing to  life  in  a  new  country  can  be 
difficult,     even     for    the    relatively 
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wealthy  Iranians.  Some  were  forced  to 
change  professions.  Physics  profes- 
sors now  sell  insurance.  Oxford  grad- 
uates own  dry-cleaning  businesses. 

Inevitably,  cultures  clash.  Around 
Loma  Vista  Drive  in  Beverly  Hills 
(sometimes  referred  to  as  Persian 
Hill),  Iranian-owned  homes  stand  out 
for  their  marble  and  columns.  Iranian 
parents  fret  as  their  children  experi- 
ment with  sex  and  drugs.  Reflecting 
all  this  stress,  psychotherapy,  held  in 
low  regard  back  in  Iran,  rates  two 
pages  in  the  Iranian  Yellow  Pages. 

As  successful  as  they  are  here,  Irani- 
an expatriates  still  long  for  their 
homeland.  Psychiatrist  Manijeh  Ni- 
kakhtar  says  she  even  "misses  the 
smell  of  the  dust."  Nasser  Olia,  a  for- 
mer member  of  the  Iranian  parlia- 
ment, now  lives  in  Newport  Beach 
and  does  a  "very  good  business" 
wholesaling  Italian  suits  out  of  the 
California  Mart  in  downtown  Los  An- 
geles. Yet  he  claims  he'd  be  "on  the 
first  plane  home"  if  the  shah's  son 
were  able  to  return  to  Iran  to  govern. 

Since  that  is  unlikely,  most  of  the 
Iranians  will  settle  here  permanently 
and  become  assimilated  into  Ameri- 
can life.  We  can  use  them.  Listen  to 
Olia's  27-year-old  son,  Ben:  "You  see 
a  lot  of  negative  books  on  America 
that  predict  its  decline.  But  we  don't 
believe  in  things  like  that.  The  fact  of 
all  this  is  that  America  is  still  the  land 
of  opportunities."  ■ 
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The  Great  Lands'  End  Attache. 

We've  sold  over  300, 000  of  them.  Isn't  it  time  we  sold  one  to  you? 
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This  is  a  teaser  photo  of  just  one 
busy  comer  of  our  well-traveled 
Lands'  End  Square  Rigger  Attache — a 
legend  in  its  own  brief  lifetime. 

Note  the  texture  of  the  canvas  that 
never  gives  up;  yet  that  bends  and 
stretches  to  let  you  stuff  far  more  into 
the  case  than  it  was  ever  meant  to  hold. 
Note  the  zipper  ring  that's  merely  the 
self-starter  to  the  smoothest,  longest- 
running  zipper  ever  made  by  mortal 
man.  Zi-i-ip  it's  open.  Zi-i-ip,  it's  shut. 
Beautiful. 

Like  the  people  who  carry  it, 
it's  a  "piece  of  work." 
Some  of  the  world's  most  interesting 
people  carry  this  remarkable  little  bag. 
Not  merely  because  its  padded  handles 
are  easy  on  the  hands,  or  that  it's  carry 
strap  spares  your  shoulder.  No.  They 
do  so  because  it  suits  their  every  mood 
and  need. 

It  accompanies  young  athletes  on 
the  way  to  the  gym.  It  goes  along  on 
overnights.  It  rides  commuter  trains  in 
both  New  York  and  Chicago;  and  it 


peeks  out  from  under  seats  on  the 
nation's  airlines.  And  were  you  able  to 
peek  through  the  smoked  glass 
windows  on  those  stretch  limos,  you'd 
find  our  Lands'  End  attaches  on  the 
pinstriped  laps  of  top  executives.  It's  so 
much  more  practical  than  those 
expensive  leather  cases  their  spouses 
give  them  for  Christmas. 
The  price:  (are  you  sitting  down?) 

just  $39.50. 
That's  correct.  Just  $39. 50,  and  you, 
too,  can  put  our  great  little  Lands'  End 
attache  to  your  own  personal  uses. 

One  thing  more:  if  you  look  closely 
at  our  photo  above  you  may  notice  a  few 
hard-won  marks  of  soil.  Aficionados  of 
our  bag  consider  them,  like  the  dinge  on 
well-worn  trench  coats,  to  be  proof  to 
the  world  that  you're  getting  the  job 
done,  at  home  and  on  the  road,  in  a 
manner  worthy  of  high  commendation. 

But,  send  for  our  free  catalog  or 
phone  us  for  one.  You  deserve  a  more 
thorough  look  at  all  our  luggage — and 
everything  else  Lands'  End  has  for  you. 


All  items  GUARANTEED.  PERIOD.' 
Our  toll-free  number:  1-800-356-4444. 
Call  us  between  planes — we're 
always  here! 


Please  send  free  catalog. 

Lands'  End,  Inc.  Dept.  H-02 


I   Dodgeville,  WI  53595 


Name. 


Address . 


City. 


State. 


.Zip. 


Or  call  Toll-free: 

1-800-356-4444 

^1988.  Lands  End.  Inc. 
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Long  before  they  were  building  applianc 


The>'  came  across  country  by 
uagon  in  1854. 

And  settled  in  Amana.  iowa. 

Ever\  thing  they  needed,  they 
made  by  hand.  Their  barns.  Their 
benches.  Their  blankets.  Their  beds. 
Everything. 

Whate\er  the\  made,  they 
followed  a  fundamental  belief 

To  make  everything  the 


best  it  could  be. 

Toda\:  that  same  fundamental 
belief  is  still  practiced  in  Amana. 
Iowa.  The  home  of  Amana.  a 
Ra\  theon  company 

Raytheon  is  proud  of  Amana 
and  the  appliances  they  make.  And 
proud  of  our  other  appliance 
companies.  Caloric.  Speed  Queen 
and  Modem  Maid. 

The\  all  share  the  same 
philosopiiy 
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nana  people  were  building  quality 


Whatever  you  make,  you  make 
it  the  best  it  can  be. 

Soitwilllast. 

Raytheon  Company.  141  Spring 
Street,  Lexington,  MA  02173. 


Raytheon 


Where  quality  starts  with  fundamentals 


Search  out  all  the  facts. 


i 


Over  the  last  five  years  we've 
piled  up  a  sizable  advantage  over 
our  peer  group  average.  Total 
return  stacks  up  five  points 
higher  for  the  period. 

Once  again  last  year,  we 
increased  the  dividend,  by  12%, 
to  an  indicated  annual  rate  of 
$1.52.  The  27th  consecutive  raise 
in  as  many  years. 

Net  income  climbed  to  $93 
million*,  a  new  record,  and 
earnings  per  share  to  $  2 .  75  *,  plac- 
ing the  five-year  compound 
annual  growth  rate  at  a  healthy 
9%.  (The  ten-year  rate  is  8%.) 

The  search  for  facts  becomes 
a  simple  matter,  if  you'll  simply 
write  for  our  latest  annual  report. 

ALLTEL  Corporation,  100 
Executive  Parkway,  Dept.  D, 
Hudson,  OH  44236. 


CORPORATION 

Excellence  m  Telecommunications 

'  1987  excludes  gain  on  Invcsimeni  of 
111  million,  or  32  cents  per  share 


Total  Return 

(5yrAvg.-1983-1987) 


At  a  time  when  drivers  are  hard  to  find,  J.B. 
Hunt  can  no  longer  prosper  by  paying 
below-average  wages.  But  this  smartly  run 
trucking  firm  is  finding  ways  to  cope. 

"We  want  to  be  a 
Federal  Express" 


By  Lisa  Scheer 


I  don't  like  wearing  a  tie,  but  I'd 
wear  two  ties  if  it  would  get  an- 
other truck  loaded,"  says  Johnnie 
Bryan  Hunt.  The  61 -year-old  Hunt 
runs  J.B.  Hunt  Transport  Services 
Inc.,  the  nation's  second-largest 
truckload  carrier.  Wearing  a  tie  in  ac- 
cordance with  company  dress  rules. 
Hunt  is  seated  in  his  modestly 
himished  office  at  company 
headquarters  in  the  gently 
rolling  Ozarks  in  Lowell,  Ark. 
His  off-white  Stetson  is  on  a 
nearby  table. 

An  Arkansas  sharecropper's 
son.  Hunt  has  made  it  to  The 
Forbes  Four  Hundred  list  of 
the  richest  Americans.  It  took 
him  quite  a  while  to  get  there. 
He  quit  school  in  the  eighth 
grade  to  work  in  his  uncle's 
sawmill.  He  later  served  in  the 
infantry,  worked  as  a  livestock 
auctioneer  and  drove  a  truck 
for  21  years.  In  1962  he  made 
his  first  big  money  by  invent- 
ing a  packaging  machine  for 
poultry  litter,  a  ground  cover 
for  chicken  coops. 

He  used  some  of  that  money 
to  get  into  the  trucking  busi- 
ness. The  segment  he  chose 
was  interstate  irregular  route 
truckload  carriage.  This  in- 
volves picking  up  a  truckload     

of  merchandise  and  delivering  it 
wherever  the  customer  wants.  No  es- 
tablished routes.  No  less-than-truck- 
load  lots  such  as  Carolina  Freight  Car- 
riers and  Yellow  Freight  System  deal 
in.  Hunt  sells  a  simple  transportation 
service.  It's  clearly  a  business  where 
efficiency  is  everything. 

Himt  was  42  in  1969  when  he 
bought  five  trucks  and  seven  refriger- 
ated trailers.  In  a  tough  business, 
where  others  were  falling  by  the  way- 


side. Hunt  grew  and  grew.  There  was 
no  secret  to  how  he  did  it.  He  just  ran 
a  more  efficient  operation. 

Today  Hunt  owns  3,076  Navistar 
tractors  and  7,314  Lufkin  48-foot 
trailers.  It  is  one  of  the  two  largest 
fleets  in  the  truckload  business. 

It  got  that  way,  as  we  said,  by  sheer 
efficiency.  In  the  early  1980s  Hunt 
paid  his  drivers  16  cents  a  mile  and 


equipment  and  drivers. 

The  result:  Between  1983  and  1986, 
J.B.  Hunt's  expenses  averaged  an  envi- 
able 77.8%  of  sales,  compared  with 
96.3%  for  the  industry. 

In  1983  Hunt  went  public,  selling 
11%  of  the  stock  to  public  sharehold- 
ers. Fourteen  other  irregular  route 
truckload  companies  went  public  be- 
tween 1983  and  1987.  Four  of  those 
have  lost  money  or  barely  broken 
even  this  year.  One  went  bankrupt. 

J.B.  Hunt,  however,  is  doing  just 
fine.  Though  earnings  dipped  in  the 
last  three  quarters  of  1987,  it  had  rec- 
ord earnings  and  sales  in  the  first 
three  quarters  of  this  year.  Hunt's  (es- 
timated) sales  of  $395  million  in  1988 
make  it  the  biggest  publicly  traded 
truckload  carrier.  Since  it  went  pub- 
lic, revenues  have  grown  sixfold; 
earnings  per  share  have  grown  34%  a 
year  and  are  expected  to  reach  $34 
million,  or  $1.45  per  share,  this  year. 
The  stock,  which  came  public  at  7% 
(adjusted  for  a  split),  is  now  24. 

Times  change,  and  Hunt  is  chang- 
ing with  them.  A  severe  driver  short- 
age is  developing,  primarily  because 
there  are  fewer  people  in  the  20-to-24- 
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Johnnie  Bn'a?i  Hum  and  wife  Jobtielle 
Prospering  while  competitors  flounder. 


ran  his  trucks  an  average  126,000 
miles  a  year.  The  industry  paid  its 
drivers  around  1 8  cents  a  mile  and  ran 
trucks  just  1 15,000  miles  a  year.  Hunt 
had  load  ratios,  the  percentage  of 
miles  a  truck  runs  loaded,  of  92%, 
compared  with  88%  for  the  industry. 
Hunt  also  got  rid  of  owner-opera- 
tors— entrepreneurs  who  own  their 
own  rigs  and  contract  out  to  big  truck- 
ers— convinced  he  could  better  con- 
trol operating  costs  by  using  his  own 


year-old  age  range  from  which 
they  are  usually  drawn.  In  July 
1987  the  company  raised  its 
nonunion  driver  wages  by 
about  10%,  from  a  base  pay  of 
20  cents  to  23  cents  a  mile.  It 
also  guaranteed  drivers  a 
2,100-mile-a-week  minimum, 
meaning  they  would  earn  not 
less  than  $480  a  week  plus 
fringe  benefits. 

J.B.  Hunt's  understudy  is 
President  Kirk  Thompson,  a 
35 -year-old  certified  public  ac- 
countant and  15-year  Hunt 
veteran  who  worked  his  way 
up  from  bookkeeper.  Hunt  and 
Thompson  are  spending  a  lot 
of  their  time  these  days  mak- 
ing sure  that  their  drivers  are 
happy.  They  have  doubled  the 
number  of  terminals  to  16, 
mainly  in  high-density  routes, 
making  it  possible  to  experi- 
ment with  a  practice  known  as 
"slip  seating" — letting  drivers 

switch  loads  to  take  time  off. 

The  company  also  lets  drivers  trade 
for  loads  headed  in  their  homeward 
direction.  Suddenly  the  driver  is  al- 
most as  important  as  the  customer. 

The  results  are  apparent:  Hunt's 
driver  turnover  rate,  around  100%  in 
1987,  inched  downward  to  95%  this 
year.  The  company  figures  the  lower 
rate  translates  into  a  $600,000-to-$l- 
million-a-year  saving  in  training 
costs,  but  the  higher  wages  have  driv- 
en operating  costs  from  a  low  77%  of 
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every  stop,  even  panic  stops,  into  mot^  confident,  more  con 
trollable  stops.  That's  the  beauty  of  ABS.  But  it's  far  from  a 
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Trac.^  another  Jeep  exclusive.  It's  the  only  shift-on-the-fly 
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bur-wheel  drive  system  that  gives  you  the  security  of  full-time  four-wheel  drive  on 
my  surface,  on  road  or  off.  And,  there's  beauty  under  the  hood  in  the  form  of  the 
177  horsepower  Power-Tech  Six  engine,  the  most  powerful  engine  in  Cherokee's  class. 

Plus,  there's  beauty  inside  with  luxurious  seating  highlighted  by  lots  of  genuine 
leather  and  surrounded  by  power  everything.  And  maybe  most  important,  there's  the 

khrill  and  satisfaction  of  driving  a  true  

American  Legend:  Jeep.  For  further 
information,  call  1-800-JEEP-EAGLE. 
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*Protects  1989  models'  engine  and  powertrain  for  7  years  or  70,000 
miles  and  against  outerbody  rust-through  for  7  years  or  100,000  miles. 
See  limited  warranty  at  deader.  Deductibles  and  restrictions  apply. 

Jeep  is  a  registered  trademark  of  Jeep  Eagle  Corporation.  Buckle  up  for  safety 


THE  Patek  Philippe  self- 
winding perpetual 
calendar  watch.  Possibly 
the  most  sophisticated 
mechanical  wrist-watch  in 
the  world. 

It  not  only  tells  you  the 
time,  day  date,  month  and 
phase  of  the  moon, 
it  automatically  indicates 
February  29  every  leap 
year  There  are  even  two 
dials  that  show  the  state 
of  leap-year  and  AM/PM. 
What's  more,  it  is  the  first 
such  "complicated"  wrist- 
watch  with  four  correctors 
which  allow  you  to  rapidly 
adjust,  individually  the 
four  major  functions  of  the 
calendar  Not  surprising, 
since  Patek  Philippe  made 
the  first  perpetual  calendar 
wrist-watch  in  1925,  and 
the  first  self-winding  ver- 
sion in  1963. 

Equally  impressive  is  that 
the  ultra-slim  self-winding 
27  jewel  movement  of 
this  watch  is  entirely  me- 
chanical. Every  precise 
operation  is  the  result  of 
over  500  pieces  working 
smoothly  together  Each 
movement  is  entirely 
hand-finished  and  hand- 


assembled  and  then  sub- 
jected to  600  hours  of 
stringent  testing. 
This  timepiece  is  the  pride 
of  Patek  Philippe.  It  will  be 
the  pride  of  anyone  who 
owns  one,  for  it  not  only 
tells  you  the  time,  it  tells 
you  something  about 
yourself. 


PATEK  PHILIPPE 

GENEVE 


For  a  presentation  of  the  new  Patek  Philippe  timepieces  available  in  1988, 

please  send  $3  -  or  for  a  brochure  of  current  styles  write  to: 

Patek  Philippe.  10  Rockefeller  Plaza.  Suite  629-  F.  New  York.  NY  10020 


sales  in  1986  to  82.8%  today.  Howev- 
er, Hunt's  ratio  is  still  way  below  the 
industry  average  of  91%. 

The  search  continues  for  more 
ways  to  improve  efficiency.  No  cost  is 
too  small  to  get  attention.  One  of  the 
most  immediate  cost  savings  has 
been  to  let  the  telephone  ring.  J.B. 
Himt's  telephone,  a  major  link  to  its 
4,478  drivers,  costs  the  company 
$27,000  a  day.  Rather  than  put  drivers 
on  hold  and  pay  for  time,  Hunt  and 
Thompson  decided  to  let  a  phone  ring 
until  someone  could  answer  it.  That 
slashed  Hunt's  communications  and 
utilities  bill  from  2.4%  of  sales  in  the 
third  quarter  of  1987  to  1.8%  today. 

Longer  term,  J.B.  Hunt  may  move  to 
an  in-cab  satellite  communication  de- 
vice. It  is  already  experimenting  with 
one  that  would  require  a  $10  million 
to  $12  million  capital  expenditure. 
The  system  would  allow  drivers  to 
communicate  with  dispatchers  with- 

IFith  only  2.6%  ojth/e 
growing  $15  billion for-hire 
truchload  market.  Hunt 
clearly  has  plenty  of  room 
to  grow, 

out  "check  calls"  at  truckstops.  This 
could  cut  the  two  hours  or  so  per  haul 
drivers  spend  in  telephone  booths. 

The  company's  second-largest  ex- 
pense after  labor  is  fuel,  which  eats  up 
13%  of  sales.  Hunt's  efforts  to  control 
this  cost  include  buying  forward  con- 
tracts three  months  ahead  for  25%  of 
the  company's  diesel  fuel  needs  and 
closely  watching  the  spot  market. 

Hunt  moved  to  control  interest 
costs  by  opting  for  some  fixed-rate 
debt.  He  got  a  7.8%  coupon  on  a  $20 
million  private  placement  in  1986 
and  a  9%  coupon  on  a  second  $20 
million  placement  this  year. 

So,  at  a  time  when  all  truckers  are 
faced  with  rising  costs,  penny-pinch- 
ing J.B.  Hunt  has  been  gaining  market 
share.  Irregular  route  trucking  is  still 
mostly  in  the  hands  of  small  compa- 
nies that  employ  both  owner-opera- 
tors and  company  drivers,  but  Hunt's 
share  is  growing.  It  holds  2.6%  of  the 
growing  $15  billion  for-hire  market, 
up  from  2%  last  year.  The  next  big- 
gest publicly  traded  competitor,  Wer- 
ner Enterprises,  has  1.25%. 

With  only  2.6%  of  the  market. 
Hunt  clearly  has  plenty  of  room  to 
grow.  Hunt's  1988  capital  expendi- 
tures, $75  million,  are  being  financed 
out  of  cash  flow  of  $80  million. 

"We  want  to  be  a  Federal  Express," 
says  Hunt.  "We  want  to  put  some 
distance  between  us  and  the  competi- 
tion." He  means  more  distance.  ■ 
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*  GREAT  NEWS  ABOUT  INTERNATIONAL  BUSINESS  MAIL  * 


We've  Beaten  The  Post  Office 

On  Price  Since  1972. 

Now  There's  Proof  *  We're 

Faster  Too! 


AVG.  TRANSIT  TIME  PER  LETTER* 

10 
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0 

_     DAYS 

996 
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7,64 

US 

Post 
Office 

- 

TNT 
Mail!ast 

If  your 
company  mails 
invoices,  state- 
ments, annual 
reports,  floppy 
disks,  video- 
cassettes,  and 
other  impor- 
tant, time- 
sensitive  items      'Based  on  Wunderman  Direct  Marketing  survey  results. 

to  foreign  destinations,  you  need  the 
global  efficiency  of  TNT  Mailfast,  the 
world's  premier  business  mailing  serv- 
ice. In  a  survey  conducted  by  Wunder- 
man  Worldwide*  involving  mailings 
from  the  U.S.  to  a  total  of  29  destination 
cities  all  over  the  world,  TNT  Mailfast 
delivered  an  average  of  2 . 3  days  faster 
than  the  U.S.  Post  Office,  and  in  some 
cases  as  much  as  16  days  faster. 

HERE'S  MORE  BAD  NEWS 
FOR  THE  POST  OFFICE. 

We've  been  saving  companies  like  yours 
thousands  of  dollars  for  the  past  16 
years.  As  much  as  40%  off  USPS  rates. 
And  there's  no  safer,  more  secure  way 
to  mail  internationally.  That's  because, 
as  part  of  the  TNT  Group,  the  world's 


FIRST  CLASS  POSTAGE  COSTS'  • 
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TNT 
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largest  trans- 
portation or- 
ganization, 
TNT  Mailfast 
operates  the 
most  compre- 
hensive over- 
seas remail 
network  in 

"Based  on  3-oz  letter     the  industry. 

Forty-eight  remail  centers  worldwide 
and  more  on  the  way. 

START  SAVING  TIME 
AND  MONEY  TODAY! 

TNT  Mailfast.  We're  a  strong,  solid 
company,  with  all  the  advantages  on 
our  side.  We  can  save  you  money;  save 
you  time;  save  you  worry,  too.  Find  out 
how  TNT  Mailfast  is  changing  the  way 
business  mails  overseas.  Just  mail  or  fax 
us  the  coupon,  or  pass  it  on  to  the  ap- 
propriate person  in  your  organization. 
If  you  have  mail  that's  ready  to  go  or 
questions  that  need  answers  fast,  give 
us  a  call.  Getting  in  touch  with  TNT 
Mailfast  may  well  be  the  smartest 
business  move  you  make  today. 

(800)  422-9001,  ext.  526 


TNT 


Mailfast 

International  Mailing 


TNT  The  Worldwide  Transportation  Group 


D  Send  me  the  new  TNT  Mailfast  brochure.    D  Call  me  to  schedule  a  cost-free  analysis. 
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The  flexible  benefits  plan 

for  small  companies  that  think 

like  the  big  companies. 


For  years,  big  companies 
have  been  able  to  take  advantage 
of  the  benefits  flex  plans  offer 

But  smaller  companies  have 
had  to  settle  for  flexible  benefits 
plans  that  tried  to  act  big,  but  in 
reality  fell  short. 

Now  you  can  really  think  big. 

Because  NWNL  Group  has 
developed  a  unique  approach 
to  flexible  benefits  for  compa- 
nies with  200-2000  employees. 
Which  means  you  can  enjoy  the 
advantages  of  big  company  cover- 
age without  the  big  ticket  price. 

You  see,  at  NWNL  Group 
we  look  at  insurance  needs  dif- 
ferently so  we  find  solutions  that 
others  may  not  have  seen  before. 

Take  flexible  benefits,  for 
example.  We  learned  how  to  con- 
trol costs,  design  benefits,  and 
provide  the  administrative 
support  and  employee  communi- 


cation you  need  by  extensively 
researching  and  studying  the 
successful  plans  developed  for 
large  companies. 

In  simple  terms,  we  saw  a 
way  to  shrink  the  best  of  what  the 
big  plans  offered  into  a  flexible 
benefits  plan  that  is  specifically 
tailored  for  smaller  and  medium 
size  companies. 

That's  what  we  call  looking 
at  things  differently  And  wed 
like  to  demonstrate  how  our 
approach  to  flexible  benefits 
could  work  for  you. 

So  start  thinking  big.  For 
our  free  booklet  "Looking  At 
Hexible  Benefits  Differently"  call 
or  write  Rick  Naymark/  NWNL 
Group,  Box  20,  Minneapolis, 
MN  55440,  (612)  372-5784 

nnNWNLGROUP 

We  look  at  tilings  differently 


A  division  of  Northwestern  National  Life  Insurance  Company.  Minneapolis.  MN  (not  admitted  in  the  State  of  New  York). 
The  North  Atlantic  Life  Insurance  Company  of  America,  Jericho,  NY  la  member  of  the  NWNL  Companies). 


Allen  Murray  is  turning  Mobil  around  the 
old-fashioned  way:  gradually. 

Integrated- 
and  determined 
to  stay  that  way 


By  Toni  Mack 


BE  SURE  OF  this:  Mobil  Corp.  in 
1988  is  not  the  same  company 
It  was  a  few  years  ago.  Under 
Allen  Murray,  chief  executive  since 
February  1986,  there  is  an  openness 
that  was  lacking  in  the  long-running 
reign  of  Chairman  Rawleigh  Warner 


and  President  William  Tavoulareas. 

Tavoulareas,  who  ran  Mobil  with  a 
strong  hand,  brooked  little  criticism. 
Before  management  meetings,  says  a 
former  executive,  "people  tried  very 
hard  to  find  out  what  Tavoulareas 
thought."  Then,  that  was  what  they 
would  think.  It  was  almost  unheard  of 
for  anyone  to  question  a  Tavoulareas 


dictum  or  decision. 

But  the  same  executive  says  Mur- 
ray "generates  a  lot  more  discussion 
of  various  ideas  and  alternatives.  Peo- 
ple are  not  afraid  to  speak  up." 

The  new  frankness  finds  its  way 
even  into  Mobil  employee  brochures, 
not  normally  masterpieces  of  outspo- 
kenness. One  brochure  on  exploration 
strategy  criticizes  Mobil's  "culture" 
and  encourages  workers  to  "tolerate 
and  try  new  ideas." 

Murray  is  proud  of  the  new  spirit. 
"There's  less  factionalism  now,"  he 
says,  and  praises  Mobil's  new  "flexi- 
bility in  decision  making"  and  "infor- 
mal communications." 

It  seems  to  be  working.  Mobil  is 
having  a  terrific  year.  Its  refining  and 
marketing  operations  are  booming. 
Chemicals  profits  are  nothing  short  of 
astonishing.  All  told,  earnings  from 
operations  are  up  53%  in  the  first  nine 
months,  to  $1.5  billion,  on  revenues 
of  $41  billion.  Throw  in  a  serendipi- 
tous new  tax  accounting  rule,  and 
Mobil  should  earn  around  $2  billion 
this  year,  or  $5  a  share — by  far  its  best 
performance  since  the  glory  days  of 
the  early  1980s. 


Liwrcnce  [Jam>. 


Alkni  Miorax.  Molyi/  (.'oip  's  chdirnuiii.  />n'sit/ciit  tmcl  chief  c.xcciiliiv 
"You  get  rid  of  bad.  assets  to  acquire  good  ones." 
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AhlanWasahlan 
Wholeheartedly. 


Ahlan  Wasahlan.  It  means  more  than  just  a  welcome. 
At  Saudia,  it's  the  natural  expression  of  hospitality  and  care  in  the 
way  we  serve  you. 

Fly  Saudia  and  enjoy  our  unique  'Ahlan  Wasahlan'  in  the  air  and  on 
the  ground. 


saudia 


SAUDI  ARABIAN  AIRUNES 


We  see  networkl 
from  a  differen] 

^urs. 


See  for  yourself  how  NetView  can  help  keep 
your  network  up,  and  your  costs  down. 

At  IBM,  we've  helped  more  companies  set  up  and  manage  computer 
networks  than  anybody  else. 

We've  learned  that  no  two  companies  have  the  same  needs.  And  we  know  how 
cost  efficient  and  productive  your  network  can  be  when  you  manage  it  yourself. 

And  that's  exacdy  what  IBM  NetView  lets  you  do. 

NetView  solves  your  missing  links. 

NetView  is  IBM's  innovative,  advanced  family  of  software 
that  lets  you  control  your  network. 

If  there's  a  weak  link  or  problem  in  your  network,  NetView 
finds  it,  and  enables  you  to  fix  it.  Sometimes 
automatically,  so  no  one's  even  aware  there 
was  a  problem. 

And  NetView  helps  you  manage 
IBM  and  non-IBM  systems,  so 

w  hether  you're  designing  a  new  network  or  improving  your  present  one,  your 
investment  is  protected. 


t  IBM  1988 

I 
I 


nana^ement 


3oint  of  view. 


NetView  makes  your  computer  the  perfect  host. 

Like  any  good  host,  your  computer  shouldn't  keep  people  waiting. 

NetView  works  to  provide  more  reliable,  consistent 
S^/in^BW^^^  _  service  to  everyone  on  your  network.  It  automatically 
A^K  Wf  /  handles  routine  computer  and  network  messages,  so 

\your  control  center  operators  can  concentrate  on  the 
.really  important  ones.  As  a  result,  your  network  runs 
better  with  fewer  processing  delays. 


NetView  works  nights  and  weekends,  too. 

NetView  can  run  unattended  to  keep  your  network  and  systems  working 
>und  the  clock. 

And  since  NetView  never  sleeps,  you  can  do 
dness  at  any  time,  anywhere  in  the  world. 

If  you're  setting  up  a  network,  or  trying  to 
ike  the  one  you  have  more  productive,  we'd 
I  to  show  you  how  NetView  can  help  you  now. 
t  call  your  IBM  Representative.  ===^:^  = 


Overdosed  on  overhead 


Allen  Murray  still  needs  to  take  an  axe  to  overhead.  Mobil's  income  per 
employee,  before  interest  and  taxes,  was  among  the  lowest  of  its  peers 
last  year.  (British  Petroleum's  figures  were  unavailable.) 


Operating  income 
per  employee 
(Sthousands) 


Chevron  Exxon  Mobil 

*  Before  Pennzoil  settlement  and  restructuring  charges 


Royal  Dutch/       Texaco* 
Shell 


Why,  then,  does  the  stock  sell  at 
less  than  nine  times  earnings  and  at 
such  a  wide  discount  from  estimated 
asset  value  (sec  lahle,  p.  f^SP.  Because, 
for  all  the  improvement,  Mobil  still 
trails  the  oil  industry's  best  in  overall 
profitability.  Last  year  Mobil  returned 
9.5%  on  equity,  versus  15%  at  Exxon 
and  12.6%  at  Royal  Dutch  Petroleum. 
Mobil's  return  is  catching  up  with 
Royal  Dutch  this  year,  but  it's  still 
well  below  that  of  Exxon  and  Amoco. 

Murray  knows  he  has  work  to  do. 
Many  of  the  things  he  has  done  to 
date  were  the  obvious  ones.  Now 
comes  the  really  hard  part. 

Murray,  a  vigorous,  unaffected  man 
of  59,  has  been  moving  assets.  As  he 
sums  It  up:  "You  get  rid  of  bad  assets 
to  acquire  good  ones."  He  has  sold 
more  than  $4.5  billion  worth,  most 
notably  two  businesses  that  had  noth- 
ing to  do  with  oil — Montgomery 
Ward  &  Co.  and  the  paperboard  pack- 
aging outfit  Container  Corp.  "We 
have  gotten  back  to  basics  at  Mobil," 
Murray  says,  firmly  and  decisively. 


"We're  in  the  businesses  we  know 
how  to  run." 

But  Murray  has  also  been  shedding 
assets  in  oil  refining  and  marketing. 
Since  1980  Mobil  has  sold  or  shut 
down  a  fifth  of  its  worldwide  refining 
capacity.  Now  he  is  upgrading  the 
rest,  spending,  for  instance,  some 
$500  million  in  four  refineries  to  in- 
crease output  of  high-value  products 
like  gasoline  and  auto  diesel  fuel.  In 
October  Murray  plunked  down  $560 
million  to  buy  Tcnncco's  auctioned- 
off  Chalmettc,  La.  refinery.  The  price 
was  steep,  but  the  175,000-barrel-a- 
day  facility  is  in  top-notch  shape,  and 
its  output  IS  mainly  gasoline — a  com- 
modity in  tight  supply,  lately,  with 
correspondingly  high  margins. 

In  marketing,  Mobil  has  abandoned 
areas  it  can't  supply  efficiently  to  con- 
centrate on  those  it  can.  That's  why 
Murray  sold  Mobil's  Ferndale,  Wash, 
refinery  to  British  Petroleum's  Sohio 
Oil  unit  for  $152.5  million  two 
months  ago.  As  part  of  the  deal,  Mur- 
ray will  swap  some  240  Mobil  service 


stations  in  the  Northwest,  never  a 
Mobil  stronghold,  for  about  330  Sohio 
stations  in  Florida  and  Michigan — 
where  he  has  been  increasing  Mobil's 
outlets — and  the  Northeast,  which  is 
traditional  Mobil  territory.  All  told, 
Mobil  has  withdrawn  partly  or  com- 
pletely from  20  states.  Now  it  gets 
88%  of  its  gasoline  sales  from  14 
states,  ones  that  it  can  supply  effi- 
ciently from  its  refineries  and  product 
pipelines. 

Murray  is  partway  through  a  ser- 
vice station  renovation  program. 
Many  of  Mobil's  3,800  company- 
owned  stations  in  the  U.S.  are  being 
turned  into  Pegasus  21  locales — mod- 
ernistic stations  with  high-speed 
pumps  and  snack  shops  at  high-traffic 
sites.  "So  far,  they  [the  renovated  sta- 
tions] have  paid  out  like  a  slot  ma- 
chine," says  Murray  delightedly.  The 
program  has  helped  raise  average  an- 
nual gasoline  volume  from  800,000 
gallons  per  station  in  1984  to  almost 
1.4  million  last  year.  At  Amoco,  no 
slouch  at  marketing,  annual  volume 
was  1.2  million. 

These  and  similar  moves  world- 
wide have  made  Mobil  a  refining  and 
marketing  powerhouse.  Analyst  Phil- 
ip Dodge  of  Nomura  Research  reck- 
ons that  Mobil's  profit  per  barrel  of 
refined  product  sold  was  40  cents  last 
year  and  $1.57  the  year  before — in 
both  cases  second  only  to  the  Royal 
Dutch/Shell  Group,  long  considered 
the  best  in  the  business. 

Chemicals  are  a  high  point  for  Mo- 
bil, too.  There,  Mobil  rides  a  tide 
that's  lifting  all  boats.  Growing  de- 
mand worldwide  has  finally  swamped 
capacity  that  sat  idle  for  many  years. 

Mobil  has  also  benefited  from  a 
Saudi  Arabian  plant,  50%  owned  by 
the  kingdom,  that  looked  like  a 
clunker  when  it  opened  in  1985  but 
now  produces  more  than  1  billion 
profitable  pounds  of  petrochemicals 
annually.  And  in  January,  with  keen 
timing,  Murray  paid  an  estimated  $75 
million  for  a  plant  that  expanded  Mo- 
bil's ethylene  capacity  by  50%.  The 
gross  margin  for  ethylene,  a  basic 
building  block  chemical,  promptly 
exploded.  It's  now  about  33  cents  a 
pound,  double  the  year-ago  level. 

With  Mobil's  plastics  business  also 
doing  well — Mobil  makes  the  Hefty 
and  Baggies  retail  lines  of  bags,  as  well 
as  products  like  grocery  bags  and  dis- 
posable plates — the  chemical  opera- 
tion earned  $482  million  in  the  first 
nine  months  of  1988.  That's  a  61% 
jump  over  full-year  1987  results, 
which  were  themselves  a  record. 

But  back  to  the  hard  part — the  job 
yet  to  be  done.  "The  dramatic  parts  (of 
the  restructuring]  are  probably  over," 
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rOYOTA  SUPRA  TURBO 


5UPRATURBQ 
3ECAUSE  WALL  STREET 
SNT  THE 
DNLY  STREET 


If  you're  looking  for  ultimate  performance  in  an 
ivestment  vehicle,  the  1989  Toyota  Supra  Turbo 
ays  off  big.  With  a  24-valve,  232-hp  turbocharged 
ngine,  it  offers  superior  stock  performance.  And 
Du  retain  control  with  fully  independent  dou- 
le  wishbone  suspension  and  optional  Anti- 
)ck  Brake  System  (A.B.S.).  Supra  TUrbo:  your 
jccessful  bid  to  own  the  street.  Any  street. 

A  36-month/36,000-mae  basic  new  vehicle 
mited  warranty  with  no  deductible  and  no 
ansfer  fee  applies  to  all  components  other 
lan  normal  wear  and  maintenance  items. 

Call  1-800-GOTOYOTA  for  more  informa- 
on  and  the  location  of  your  nearest  dealer, 
iet  More  From  Life. . .Buckle  Up! 
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he  says.  Mobil's  overhead  still  appears 
to  be  too  fat.  Its  operating  income  per 
employee — even  excluding  labor-in- 
tensive Montgomery  Ward — was 
among  the  lowest  of  the  major  inter- 
national oil  companies  last  year  (see 
clxirt,  p.  82).  Since  1984  Mobil  has 
reduced  oil-related  staff  by  about 
20%,  compared  with  32%  at  top- 
ranked  Exxon.  Mobil  is  lavish  in  other 
ways,  charges  an  executive  who  re- 
cently left  to  join  a  competitor. 
"There's  no  question  but  that  Mobil 
simply  spends  a  lot  of  money.  It's  a 
gold-plated  company,"  he  says,  citing, 
for  example,  Mobil's  fleet  of  six  jets, 
four  of  them  luxurious  Gulfstreams. 

The  hardest  to  correct  is  Mobil's 
relative  weakness  in  exploration  and 
production — a  legacy  of  the  Standard 
Oil  breakup  in  1911,  when  Mobil's 
predecessors  were  broken  off  from 
other  Standard  companies  that  found 
and  supplied  them  with  oil.  Though 
the  acquisition  of  Superior  Oil  in  1984 
gave  reserves  a  boost,  Mobil  has  since 
replaced  only  77%  of  its  production. 
Its  last  major  oil  discovery — its  28%- 
owned  Hibernia  find  offshore  New- 
foundland, with  an  estimated  450 
million  to  600  million  barrels— was 
made  in  1979. 

Murray's  proposed  solution:  "a 
much  more  aggressive  exploration 
program  around  the  world."  He  plans 
to  spend  more  of  Mobil's  exploration 
budget  abroad,  in  places  like  Nigeria 
and  Indonesia,  where  Mobil  has  had 
historical  success,  and  South  Ameri- 
ca, which  is  new  to  Mobil.  The  odds 
of  finding  big  oil  and  gas  deposits  in 
such  places  are  better  than  in  the 
much-explored  U.S.  But  it  remains  to 
be  seen  whether  Murray  can  make  the 
odds  work  for  Mobil. 

Superior,  with  its  largely  natural 


One  of  Mobil's  Pegasus  21  serrice  statio)is 
"They  have  paid  out  like  a  slot  machine. 


gas  reserves,  was  a  S5.7  billion  bet  on 
a  fairly  quick  turn  in  the  natural  gas 
market.  Four  years  later,  Murray  is 
still  waiting  for  the  payoff.  Although 
gas  demand  has  lately  been  catching 
up  to  a  falling  supply,  depressed  oil 
prices  are  keeping  a  low  cap  on  gas 
prices.  No  doubt  those  reserves  will 
prove  valuable.  But  so  far  Superior  has 
mostly  been  a  drag  on  earnings  and  a 


Is  Mobil  undervalued? 

Few  major  international  oil  stocks  trade  near  estimated  asset 
Mobil,  whose  restructuring  is  far  along,  probably  deserves 
discount  than  Chevron  and  Texaco. 

value.  But 
a  smaller 

Recent 
Company                                                 price 

Net  asset  value           Price/ 
per  share         net  asset  value 

Yield 

British  Petroleum                                   53'  j 

S65.50                 81.1% 

6.0% 

Chevron                                                   43^4 

61.00                 71.7 

5.9 

Exxon                                                       42^/4 

39.50                108.2 

5.1 

Mobil                                                        43'/<i 

64.00                 67,4 

5.6 

Royal  Dutch                                        llP/s 

120.50                 92.4 

6.5 

Shell  Transport                                       69% 

78.00                 89.6 

7.3 

Texaco                                                   46 '/4 

67.50                 68.5 

6.5 

Source.  Fan/  M/olok.  Sci/oiiioii  Brolhcrs 

burden  on  the  balance  sheet. 

For  the  task  remaining,  Murray  has 
a  healthy  balance  sheet.  Debt  is  down 
to  about  33%  of  capitalization,  from 
49%  just  after  the  Superior  Oil  buy. 

That  healthy  balance  sheet  gives 
Murray  new  freedom.  "If  we  see  an 
asset  come  up  whose  value  we  like, 
bang-o!"  he  says,  slapping  the  table  in 
front  of  him.  "We're  going  to  buy  it. 
We've  got  the  means." 

Murray  insists  he  has  no  intention 
of  presiding  over  the  kind  of  financial 
restructuring — a  la  Unocal,  Phillips 
and  Arco — that  can  yield  quick  re- 
turns for  stockholders.  "We  think 
we're  going  to  get  more  shareholder 
value  with  the  investments  we're 
making,"  says  Murray.  He  has  said 
that  it  makes  no  sense  to  break  apart 
an  integrated  oil  company.  Murray  is 
clearly  a  smart  man,  with  a  firm  sense 
of  where  he's  leading  Mobil.  But  turn- 
ing around  a  S38  billion  (assets)  behe- 
moth, the  nation's  second-largest  oil 
company,  will  take  time.  Will  Wall 
Street  give  him  the  time  he  needs? 
Murray  has  this  going  for  him:  It 
would  take  something  like  S23  billion 
to  buy  Mobil's  412  million  shares  at 
any  kind  of  premium  over  market  val- 
ue, and  even  today  that's  a  deal  to 
inspire  awe.  ■ 
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Mer^rs  and  Acquisitions 


When  the  chapter  on 
1988  is  written  in 
the  mergers  and 
acquisitions  histo- 
ry books,  October 
may  well  be  labeled  the  month 
of  "The  Great  Food  Wars."  Day 
after  day  the  nation's  newspa- 
pers headlined  one  spectacular 
bid  and  counterbid  after  anoth- 
er, as  the  country's  biggest  in- 
vestment banking  houses,  deal 
makers  and  consumer  goods 
companies  engaged  in  an  ag- 
gressive game  of  "Can  you 
top  this?" 

It  started  early  in  the 
month,  when  Grand  f\/letropoli- 
tan  Pic,  a  British  liquor  and  ho- 
tel conglomerate,  made  a  spec- 
tacular $5.23  billion  bid  for 
American  food  giant  Pillsbury; 
the  offer  of  $60  a  share  for  the 
company's  stock  was  a  stun- 
ning 50%  premium  over  its  cur- 
rent price.  Then,  on  Wednes- 
day, Oct.  19,  came  another 
shocking  headline:  Philip  Morris 
Companies,  the  leading  U.S. 
packaged  goods  company, 
had  offered  to  buy  Kraft  Inc., 
the  nation's  fourth  largest  con- 
sumer goods  producer,  for 
nearly  $11.5  billion  in  cash,  a 
deal  that,  if  successful,  would  be  the 
largest  non-oil  takeover  in  history  and 
create  the  world's  largest  consumer 
goods  corporation.  In  this  proposal  too, 
the  $90-a-share  bid  was  a  51%  premi- 
um to  Kraft's  market  price.  On  the  same 
day,  Pillsbury  angrily  rejected  Grand 
feet's  bid  in  a  full-page  newspaper  ad- 
vertisement picturing  the  company's 
"doughboy"  scowling  from  behind  a 
pair  of  boxing  gloves,  and  announced  it 
was  studying  its  options. 

On  Friday,  Oct.  21 ,  came  the  real 
stunner:  In  a  surprise  proposal  for  the 
richest  takeover  in  history,  the  top  man- 
agement of  RJR/Nabisco — another 
food  and  tobacco  giant — said  that  in 
partnership  with  Wall  Street  firm  Shear- 
son  Lehman  Hutton,  it  planned  to  do  a 
$17  billion  leveraged  buyout  of  the 
company  On  the  following  Monday, 
Kraft  rejected  Philip  Morris's  bid  and 
offered  its  shareholders  a  $14  billion 
combination  of  cash  and  junk  bonds 


Special  Report 


A  Milestone 


Year 


by  Nancy  McConnell 

which,  added  to  their  current  stock, 
would  make  their  shares  worth  $110 
apiece  The  next  day  Kohlberg,  Kravis, 
Roberts  &  Company,  a  Wall  Street  in- 
vestment house  that  overnight  had  be- 
come one  of  the  nation's  largest  indus- 
trial holding  companies,  one-upped 
RJR's  management  with  a  $20.3  billion 
LBO  offer  of  its  own. 

By  the  end  of  the  month,  Kraft  had 
capitulated  to  Phillip  Morris,  the  battle 
for  RJR  raged  on,  and  M&A  profession- 
als were  trying  to  sort  out  what  it  all 
meant  for  the  future  of  their  business. 
One  'hing  was  certain:  Several  crucial 


barriers  had  been  broken — in 
terms  of  the  size  of  deals,  the 
kinds  of  companies  willing  to  do 
them,  and  the  hostile  atmo- 
sphere in  which  they  were 
waged.  (Almost  twice  as  many 
unfriendly  deals  have  been 
done  this  year  than  last).  1988, 
everyone  agreed,  would  be  a 
milestone  year. 

Perhaps  most  important, 
the  RJR  offer  brought  new  re- 
spectability to  the  leveraged 
buyout,  until  that  moment  con- 
sidered the  province  of  small, 
lesser-known  firms  who  were 
willing  to  accept  the  stigma  of 
the  huge  pile  of  debt  that  such 
transactions  entailed.  Now  ex- 
ecutives at  other  large  and  re- 
spected public  companies, 
frustrated  by  what  they  saw  as 
the  depressingly  undervalued 
price  of  their  shares  and  fed  up 
with  the  short-term  focus  on 
quarterly  profits  that  public 
ownership  forces  on  them, 
would  consider  going  private 
through  an  LBO — a  real  sea 
change  in  the  attitudes  of  the 
nation's  top  corporate  manage- 
ment. Moreover,  both  the  RJR 
and  Kraft  deals  proved  beyond 
a  doubt  that  sheer  size  no  long- 
er protected  a  company  from  the  threat 
of  a  takeover:  Only  nine  U.S.  compa- 
nies currently  have  a  stock  market  valu- 
ation greater  than  the  $20  billion  of- 
fered by  KKR  for  RJR/Nabisco. 

^       VOLUME  RECORD 

Most  people  predicted  that  by  the  time 
the  huge  deals  currently  in  the  pipeline 
close,  1 988  could  set  a  record  for  dollar 
volume  of  big  transactions  as  well  as 
overall  activity.  There  is  little  doubt  that 
more  than  a  year  after  Black  Monday, 
with  both  large  institutions  and  retail 
investors  avoiding  the  stock  market  like 
the  plague,  merger  activity  has  provid- 
ed virtually  the  only  real  sign  of  life  on 
Wall  Street.  For  most  of  the  year,  it  has 
been  the  takeover  issues — the  stocks 
of  target  companies  or  those  rumored 
to  be  so — that  have  given  the  market 
whatever  buoyancy  it  has  managed. 
During      the      second      quarter     of 


AND  YOUR  FINANCIAL  PRINTER  SAID 
THE  MERGER  WOULD  BE  A  SNAR 
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For  a  financial  printer, 
merger  and  acquisition 
work  is  the  ultimate  test. 

Because  he  is  such  a  vital 
part  of  the  bridge  being 
built  between  companies, 
all  of  the  parties  involved 
will  have  an  opportunity  to  see 
whether  or  not  promises  the  printer 
has  made  will  be  kept.  And  when  the  pressure  is  on,  a 
broken  promise  can  produce  dramatic  results. 

Computer  software  bugs  can  take  on  side-show  proportions. 

Missing  communications  links  can  black  out  participating  cities.  And 
a  shortage  of  expertise  can  leave  your  whole  team  teetering  on  the  brink. 

For  the  last  10  years,  the  Pandick  organization  has  produced  more  of  the  re- 
quired documents  for  mergers  and  acquisitions  than  any  other  financial  printer 
All  of  that  work  comes  to  a  sizable  total  of  customer  confidence  and  experience. 
Experience  that  can  be  of  invaluable  benefit  to  you. 

If  you're  calling  on  a  financial  printer  to  pass  the  ultimate  test,  bear  in  mind  what  our 
work  has  in  common  with  the  aerialist  pictured  at  left. 

In  both  businesses,  it  pays  to  know  the  ropes. 


®  PANDICK  Jnc. 

345  Hudson  Street,  New  York,  NY  10014 
(212)741-5555     Telex  No.  12009 


Full-service  offices  and  plant  affiliations  in  financial  centers  throughout  North  America  and  the  world. 
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1988,  seven  of  the  New  York  Stock 
Exchange's  top-10  percentage  gainers 
soared  on  takeover  bids,  and  the  pic- 
ture was  much  the  same  for  the  first 
half.  More  recently,  on  the  day  of  the 
RJR  LBO  announcement,  the  Dow 
Jones  industrial  average  soared  43 
points  to  its  highest  close  since  last 
October's  crash,  helped  along  im- 
mensely, of  course,  by  a  21 -point  leap 
in  RJR  stock. 

Anthony  Moulton,  chairman  of 
Pandick  Press,  one  of  The  Street's 
leading  financial  printing  firms,  con- 
firms the  significance  of  the  merger 
activity  phenomenon.  "Over  the  past 
year,"  says  Moulton,  "M&A  has  had  a 
far  greater  impact  on  our  revenue 
stream  than  registration  statements,  ini- 
tial public  offering  filings  and  other  tra- 
ditional product  lines."  And  Bernard 
Jacob,  managing  director  of  mergers 
and  acquisitions  for  Chase  Manhattan 
Bank,  observes  that  M&A  activity  is  not 
only  an  "increasingly  important"  field 
for  commercial  banks,  but  that  in  many 
cases  It  now  accounts  for  somewhere 
between  50%  and  60%  of  the  profits  for 
Wall  Street  firms  still  reeling  from  the 
commission  drop  after  Black  Monday 

I  DRIVING  FORCE       j| 

Indeed,  the  depressed  stock  market 
has  been  a  driving  force  behind  this 
year's  booming  M&A  business.  After 
all,  nothing  much  has  changed  funda- 
mentally with  America's  biggest  and 
most  successful  companies — they  are 


still  churning  out  record  earnings — yet 
their  stocks  are  drastically  underval- 
ued. And  that  makes  them  tempting 
takeover  targets.  Observes  Morgan 
Stanley  partner  Steven  Rattner,  who 
specializes  in  media  buyouts,  "The 
stock  market  has  proven  to  be  a  very 
inefficient  arbiter  of  value.  There's  not  a 
cable  company  in  America  today  that  I 
couldn't  resell  for  twice  what  it's  trading 
at  on  the  Exchange."  This  disparity  be- 
tween how  people  who  buy  equities 
and  people  who  buy  companies  value 
their  purchase,  adds  Hamilton  James, 
who  directs  M&A  for  Donaldson,  Lufkin 
&  Jenrette,  "is  enticing  people  to  put 
companies  into  play.  That  spread  looks 
awfully  juicy."  According  to  Jacob  of 
Chase,  the  premium  predators  are,  of- 
fering above  companies'  stock  market 
prices  in  the  range  of  50%  to  60% 
today,  compared  with  37%  or  38%  over 
the  past  few  years. 

The  takeover  boom  has  shot 
prices  to  such  dizzying  heights  that 
several  raiders  have  sought  to  restore 
sanity  by  agreeing  to  share  the  spoils 
with  their  adversaries.  That  was  the 
case  in  the  noisy  battle  between  Cana- 
dian wheeler-dealer  Robert  Campeau 
and  R  H  Macy  &  Co.  for  Federated 
Department  Stores.  In  late  March,  over 
a  reported  bottle  of  Dom  Perignon, 
Campeau  met  with  Macy  Chairman  Ed- 
ward Finkelstein  and  agreed  to  sell  him 
$1.1  billion  of  Federated's  assets  after 
Campeau  bought  the  company  for  $6.6 
billion.  "We're  both  lucky  to  get  out  of 
this  alive,"  Finkelstein  was  reported  to 


have  said  after  the  meeting. 

The  Federated  deal  also  featured 
another  strategy  that  could  become 
more  popular  in  an  era  of  megadeals: 
In  order  to  spread  the  financial  risk, 
three  Wall  Street  firms — First  Boston, 
Paine  Webber  and  Dillon  Read — 
formed  a  syndicate  to  provide  the 
bridge  financing.  As  mergers  grow 
larger  and  pricier,  confirms  First  Boston 
Managing  Director  James  Maher,  co- 
head  of  investment  banking  and  head 
of  M&A,  investment  banks  are  apt  to 
form  more  and  more  syndicates  of  this 
type,  following  the  lead  of  their  com- 
mercial bank  competitors. 


LIQUID  MARKET 

The  fuel  for  today's  merger  boom  has 
been  enormous  financial  liquidity.  As 
Jacob  of  Chase  puts  it:  "Right  now  you 
have  an  extraordinary  amount  of  capi- 
tal available  to  do  transactions."  And 
that  capital,  he  points  out,  tends  to  feed 
on  itself.  When  a  huge  LBO  like  the  RJR 
deal,  for  example,  suddenly  puts  $20 
billion  into  investors'  hands,  they  can 
either  keep  it  in  cash,  invest  in  stocks, 
bonds  or  real  estate  or  reinvest  it  in 
another  buyout  deal — an  increasingly 
popular  option  given  the  continuing 
distaste  for  the  public  market  post- 
Black  Monday. 

There's  little  doubt  that  the  ready 
availability  of  money  from  commercial 
banks,  which  sell  off  pieces  of  their 
loans  to  increase  capacity  and  which 
no  longer  can  look  to  corporate  or  LDC 


REVIEW  OF  MERGER  TRANSACTIONS* 

1/1/87  to  10/20/87 

1/1/88  to  10/20/88 

Number                      Value 

Number 

Value 

1987  vs.  1988 

of  deals"                 (billions) 

of  deals** 

(billions) 

Completed  Transactions 

2,301                          $110.12 

2.349 

$140.62 

Greater  than  $1  Billion 

21                             44.33 

27 

59.60 

LBOs 

68                             22.26 

64 

18.65 

Divestitures 

966                             43.99 

1,022 

59.17 

Unfriendly  Deals 

10                               2.27 

19 

22.07 

Foreign  Acquiror/U.S.  Target 

171                             24.93 

264 

29.49 

U.S.  Acquiror  Foreign  Target 

105                               1.55 

109 

3.26 

Source  IDD  Intormation  Services  Inc 

"includes  only  completed  deals  Does  not  include  stal<e  purchases  of  less  than  50%,  reorganizations,  self  tenders  or  repurchases. 

"Includes  deals  for  which  dollar  amount  is  not  disclosed 
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How  is  the  quiet  revolution  at  Chase 
changing  the  way  American  business 
does  mergers  a^jj^cquisitions?  — 
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Cabte  ft  Wireless  pic 
C*Wincolsl,Ltd. 
CWI  Merger  Corp. 


I  Jl^  CHASE 


Ctfito  A  WIralMS  pic 


Cwtoffone  Coffwiwiicfltxins 
Cofporation 


PiHiiMiix,  lnc> 


.CHASE 


Plessey  Incorporated 


Plessey  Montvale  Division 


Handy  &  Hsrman 


CHASE 


Natural  Resources 


Crown  Central  Petroteum  Corporation 


Amoco  Production  Company 


Amoco  Corporation 


!«•  unMmenM  nOulM  m« 


0>  19  Cow  C«M>1I  PmiMi  in  CWVOiMMn 


Ca»M«l  ll«rt«0  CArVonUM 


Crown  Central  Petroleum  Corporation  | 

WMt  Timbers  Umited  Partnership 
North  Timbers  Limited  Partnership 


Cross  Timbers  Oil  Company 


TIm  Superior  Oil  Company 

a  wholly-owned  subsidiary  o* 
Mobil  Corporation 
has  so(dits475*intefestinthe 
DaLamar  Silvar  Mina 

to 

Narco  MInarala  Company 

a  wholly-owned  substdiai7  o( 
Nerco,  Inc. 


Ctiaie  Manliattan 

CapiUI  MarksU  Corporation 
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Tba  Stwidard  OH  Comj^iiny 

CM)  er«o«rtas  n  t*i^  «id  ug«i  C«>«aak  MM!  Wrgva 


PocvioiiteB  lmiq  CocponNJ 
Norfolk  SouUiMii  CotpofSDO 


Plessey  Incorporated 


Plessey  Packaging  (Hong  Kong) 
Umited 


Ore  International  Holdings  Limited 


Capiut  Martoli  Cerp0rM»an 


CHASE 


Digilal  SvvHdi  Corporabon 


Grangei  Associates 


, CHASE 


Tha  Suparlor  Oil  Company 
MoU  Corporation 
StMmfte  QoM  Mme 
BonKo  Prospect 
Pioneer  Matala  Coi potation 


ll*Mllng  A  B«t««  CorporatI 

^M  PWH  l»«  OaWW*  CMMHM 

SheH  Western  E  ft  P  Inc. 
Shell  01  Company 


IntfoowiOi  lnc« 

— 
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Hita^^vted  RMcrocvculis,  litc< 

SffMif  wiree  Coi  pocatloft 

norm  Afnvncan  KnMps 
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QCMASE 

Bausch  t  Lomb  Incorporated 


Analytical  Products  Division 


Milton  Roy  Company 


CHASE 


Tha  Standard  Oil  Con^Mny 


Coneolidation  Coal  Company 

E.I.  du  Pont  de  Nemours 
and  Company 


Tha  Standard  ON  Company 


Royal  Land  Company 


A  group  of  private  investors 


.CHASE 


Kldda,lnc 


Electronic  Ibchitoiogies  Inc. 


Beep  Communication 
Systems,  Inc. 


Metromedia,  Inc. 


I  CHASE 


Raading  ft  Bates  Corporation 


•mh»*  PMniaH*  lA^Mtf  M 


Indonesia  Petroteum,  Ltd. 


nisifcuABataaCuipuiallow  { 


Otamond  Shamrocfc  Africa 
PetrataumB.V. 


Cocporsttl 


Chemicals/Health 


Media 


Quietly  Chase  is  revolutionizing  M&iA  by 
bringing  three  key  ingredients  to  every  deal: 

hands-on  industry  knowledge. . . . 


Merchant  Banking 


iBnt  appeira  «i  a  mJHe'  ol  tacOfd  only 


Reemay,  Inc. 

An  alihiie  of  Tfie  lnlBtT»ch  G'ouo  o'  CfitflMton 
Scufi  Ca'olinj   has  purchatM  th»  fie^miy.  Tyoelle 
afxS  We»i»m  HemiM>n«r«  Typat  buiinasses  Uom 


E.l.duPontdeNeinours& 
Company 

Tne  u'^a'iiQned  auisIM  in  the  negoliiTioni  arrangec 


Chua  Manhattan 

Capital  MarttMs  Corporation 


CHASE 


AMPEX 

Ampttx  Group  Incorporated 


Ampsx  Corporatton 
AlltMt-Signal  Inc. 

C«n*l  ItertMa  CwvaraMwi 


AMPEX 

Ampox  Qroup  Incofporatod 

$475,000£00 

Term  &  Bridge  Acqutaltlon  Facilities 


th*  Cn«M  wannana^  8«ni 

M«'>ia'rmtnc«ia'i»>e 


N  A        $«c>i"i(  ^C'lic  Nai>an«<  Aa»> 

Cana0>*f>  i>no*->ai  Bank  o<  Cc' 
li  A  »w«i  N*l«<^•l  Ban* 


■■■  Fiber  Industries,  Inc. 


$190,000,000 

Senior  Credit  Facilities 

icrog  lo*  ihc  ietfe'aoe<]  at 


51,350.000 

Employee  Stock  Ownership  Financing 


The  Chai«  ManriaiTin  ear.> 


ChaM  Manhaiun  Cao<i>1  Manaii  Coporauen  aciM  m 


Quae  Manrtallan  Capllal  CorpOXIIon  CKtmilM  eQu<l 
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CHASE 


American  Salt  Acquisition  Company  I 


American  Salt  Company 


Osneral  Host  Corporation 


,  CHASE 


American  SaM  Aoqulsnian  Compaity  I 


>■  kex  Cs^W>>  'lO*  Oe'^a  >•■>■  CtrBtrinr 


$22,000,000 

Senior  Acquisition  Financing 


T(M  C*.*M  Haflttaltan  •••*.  M.A 


AMPEX 

Ampai  Group  Incorporatad 


o 


CHASE 


Ampax  Corporalton 
AHad-Slsral  bw. 


American  Salt  AoqutsMon  Company  I 


American  Salt  Company 


Oeneral  Host  Corporation 
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Huntsman  Chemical  Corporation  I 


$102,000,000 

Financing  tor  the  AcQuisition  ol 
Certain  Assets  Related  to  the 
Polystyrene  Business  Acquired  from 
American  Hoechst  Corporation 
and  the  Refinancing  of  Certain 
Existing  Indebtedness 


Trie  Cnas*  M»nrutian  Sank  h 

M«Mnd  6ank  ok 

Tens  Com mefce  Bani  M  A 


CaoIUI  Itof4«to  COfV*r«llMt 


.CHASE 


C4IN 

CHEMIC4L 
INC. 


^'WV'^  *v  <"*  H'fagad  Acau«acn  e^  pw  aaae't  o*  >■•  Ctvpvt  O^f 
nurocfai'iKa'  Comoar<y   The  Baypon  EiV*^  Cv:<>  ^ec'.ty  f'nn>  O 
Ai^wncaa  ine    T>ieOcce«e  Beyow  Ei'yafw  fec*r,  »-o  if*  »yi 
De"i-'y  Potf^ova^  euk<»a«t  *ny  £  >  OuPom  oe  f^fo^n  t  CcnM-'i 
•-0  l"e  Ewy-*^  P-DOwCii  Buc^ett  of  PPC  >neue<"ai  i«c 

$750,000,000 
Senior  CradK  FacNmea 


TheCnaae  W 


'•>e  aan»  of  Nffrt  Scoo* 

The  Ba"!)  0*  Taayc  ^vP  Car<iMi> 

T*(M  Con^'««rO*  Ban* 


Th«  Cn***  Mtnnantn  B«ni>  N  A        Th*  Bank  a*  Novt  Scda 
A>()*m*na  B«'W  NaOailanO  N  V           T>^a  B«n>  ol  TOkyo  Tt^  Co^M'^v 

■'vKQ  Trgai  Ccnoaiy  Uita  CommwrM  Ban* 

PinaBu'gn  Nat-onai  Ban*  Tn«  Fir«t  National  Sana  o(  Cnicaao  | 

OM"  Sw>ta«  OnC  Am«r«a  Ba«'ne  Coroffa)« 

'r<t  F«|.  Sank  C'mrt»0  MHi*-  »r'>«ne*   inc 

MBana  Houwon  N  A  Nai«nsi  Bank  of  Canaoa 

3«nw»  Bans  Caiifem<a  Th«  ibw  Bana.  im 


a42, 000,000 

Bridge  Fadltty  I 

Tn*  Cnaee  Mannanan  Ban*  n  A 


$638,000,000 
~         I  Faolllty  II 


'r*  ;•«>•  w*^na<u-  Ba^k  N  A        Tna  Bant  ol  tto**  icct* 

Ai0«in«n«  Bank  raaoaxane  N  V  innng  Hum  Comearty 

Teiaa  Co^n'^arce  Bana  Tha  tana  o*  loayo  Tiuii  Comoa"! 


$3,900,000 

■mployse  Stock  Ownership 


$200,000,000 

Amortlxing  intsrset  Rate  Cape 


ri  Mwtata  OwMnMM  o,«.«M  •■.■nc«  I 


ME 

Envlrocal,  Inc. 


Envlrocal,  Inc. 

Employ**  Stock  OwnorsMp  Plan 


Norcal  Solid  Wast*  SystMlw,  Inc. 


Norc«l  Solid  Wasta  Systams,  Inc. 
Employ**  Stock  Own*rship  Plan 


.CHASE 


Norcal  Solid  Wast*  SystMna.  Inc. 

Norcal  Solid  Waste  Systems,  Inc. 
Employeo  Stock  Ownership  Plan 

$46,785,000 

Secu'iiies  Purchase  Finaricng 


$19,985,000 
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Morris  Communieations  Corpora 

Revolving  Credit/Term  Loan  Facility 

The  Chase  Manhattan  Bank.  N  A 
Bankers  Trust  Company    First  Chicago 

Th«F..tTNai«...iB 

Chemical  Bar 


The  Bank  of  New  Vork 


European  Amenrfln 
Bank 


p^arine  Midland 
Bank.  N  A 


Pittsburgh  National 
Bank 


The  Royal  Ba 
ol  Canada 

NCNB 

North  Carolir 
National  Ban 

Barclays  Ban 
PLC 


The  Chase  Manhattan  Banli,  N.A. 
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Merchant  Banking 
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PONY  INDUSTRIES.  INC. 
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Steriing  Chemicals,  Inc.                ^H 

a 
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Kaiser  Aluminum  ft                    ^^H 
Chemical  Corporation               ^^H 

Artm^gmlB,                                                                                                               ^^^^1 

$140,000,000                                  ^H 
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$228,000,000 

Senior  Cradit  Facilities 
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. .  .proven  corporate  finance  skills. . . 
and  capital  strength. 

At  Chase,  we  bring  together  our  staff  of  technical  experts 
in  many  sectors  of  industry  to  give  our  clients  accurate  and 
timely  valuations. 

At  the  same  time,  we  also  bring  to  every  deal  a  breadth  of 
investment  and  commercial  banking  expertise  which  provides 
limitless  opportunities  to  structure  the  best  solutions. 

Not  to  mention  a  total  capital  base  of  over  $10  billion  to 
help  execute  the  deal  when  appropriate. 

For  further  information  call  David  Willetts,  Managing 
Director,  Mergers  &i  Acquisitions,  at  (212)  552-7656. 
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lending  as  a  big  source  of  profits,  is  a 
major  contributor  to  that  liquidity — Ron- 
aid  Freeman,  co-head  of  Salomon 
Brothers'  M&A  effort,  calls  it  "the  most 
important  driving  force"  behind  today's 
merger  boom.  But  that's  only  part  of  the 
picture.  Another  major  contributor  is 
the  $150  billion  junk  bond  market 
which,  despite  dire  predictions  after 
Black  Monday,  has  proven  amazingly 
broad,  resilient  and  strong.  The  current 
flood  of  huge  LBOs,  which  has  the  ef- 
fect of  drastically  driving  down  the 
price  of  the  target's  high-rated  debt, 
could  actually  encourage  further 
growth  in  the  junk  bond  market,  theo- 
rizes Jacob  of  Chase.  As  he  explains  it: 
"Someone  who  bought  a  bond  of 
RJR/Nabisco  when  it  was  yielding  8% 
plus  didn't  think  he  owned  a  junk  bond, 
but  he  does  now — it's  probably  yield- 
ing nearly  12%.  So  people  might  begin 
thinking  it  is  safer  to  invest  in  the  debt  of 
a  company  that  has  already  been  lever- 
aged; the  potential  loss  will  be  propor- 
tionately smaller." 

Wall  Street's  big  investment  banks 
have  also  fueled  the  boom  through  their 
LBO  funds,  which  combine  their  own 
capital  with  money  raised  from  institu- 
tional investors  to  do  leveraged 
buyouts.  According  to  John  Canning 
Jr.,  president  of  First  Chicago  Venture 
Capital,  these  funds  now  have  an  esti- 
mated $40  billion  to  $50  billion  at  their 
disposal.  When  combined  with  another 
$25  billion  Canning  estimates  firms  like 
his  have  committed  to  doing  merger 
deals,  and  then  leveraged  conserva- 
tively by  6-to-1 — for  every  dollar  of  eq- 
uity, the  funds  raise  $6  in  debt— "you're 
talking  $450  billion  in  buying  power  out 
there,"  he  observes.  (Some  estimates 
go  as  high  as  $690  million).  Perhaps 
more  important,  adds  Canning,  this 
money  "is  not  a  one-shot  thing.  Each  of 
the  raisers  of  these  funds  is  institution- 
alized, and  will  be  able  to  raise  money 
again;  these  funds  probably  have  the 
lowest  amount  of  money  right  now  that 
you'll  ever  see  raised." 

TEMPTING  RETURNS 

The  chief  attraction  of  the  LBO  funds,  of 
course,  is  their  tempting  potential  for 
high  returns,  once  a  company  is  broken 
apart  or  its  management,  more  strongly 
motivated  by  its  ownership  of  the  busi- 
ness, begins  to  run  a  much  tighter, 
more  profitable  ship,  Jacob  of  Chase 


estimates,  for  example,  that  as  an  equi- 
ty investor  in  Cain  Chemical,  his  bank 
made  $120  million  when  it  was  sold  to 
Occidental  Petroleum  this  year. 

■    FOREIGN  INVASION 

The  Grand  Met  offer  for  Pillsbury  under- 
scored another  major  theme  of  1988's 
mergers  market — and  one  bankers  ex- 
pect to  continue  into  next  year:  a  for- 
eign invasion  of  the  U.S. 
According  to  IDD  Information  Services, 
through  Oct.  20  of  this  year,  foreign 
acquisitions  of  U.S.  targets  numbered 
264,  against  only  1 71  for  the  same  peri- 
od last  year.  While  most  professionals 
expect  the  Europeans  to  continue  their 
assault  on  our  market  next  year,  Mor- 
gan Stanley  Managing  Director  Robert 
Lessin  is  more  inclined  to  believe  they 
will  concentrate  on  Europe,  looking  to- 
wards 1992  and  the  arrival  of  Common 
Market  economic  integration  Indeed, 
adds  Jacob  of  Chase,  1989  may  well 
see  both  US.  and  Japanese  compa- 
nies launching  bids  for  European  firms, 
in  an  attempt  to  get  a  marketing  or 
manufacturing  toehold  overseas  before 
1992  brings  much-teared  protectionist 
legislation  by  the  EEC. 

Taking  advantage  of  the  strong 
yen,  the  Japanese  arrived  in  force  early 
this  year,  led  by  their  financial  institu- 
tions: In  late  July,  for  example,  Nomura 
Securities  paid  $100  million  for  a  20% 
stake  in  one  of  Wall  Street's  hottest  new 
M&A  boutiques.  Wasserstein  &  Perella, 
with  the  stated  purpose  of  providing  a 
pipeline  for  some  of  Japan's  biggest 
industrial  groups  to  buy  into  the  US  — 
a  major  strategy  change  for  the  Japa- 
nese, who  heretofore  had  invested 
more  discreetly  through  real  estate  or 
Treasury  bills.  Japanese  companies 
did  conclude  two  major  deals  to  buy 
Firestone  Tire  &  Rubber  and  CBS  Rec- 
ords, but  so  far  the  massive  direct  as- 
sault on  U.S.  industry  has  failed  to  ma- 
terialize— probably,  posit  bankers,  be- 
cause of  both  cultural  barriers  and  a 
sensitivity  by  the  country's  Ministry  of 
Finance  toward  a  political  backlash. 

The  efforts  of  Washington  regula- 
tors to  cool  the  takeover  frenzy  through 
tax  legislation  continued  with  the  elimi- 
nation of  "mirror"  transactions  in  which 
a  highly  leveraged  buyer  could  avoid 
taxes  by  creating,  and  later  selling, 
subsidiaries  into  which  a  target  is  liqui- 
dated. 


But  despite  predictions  that  the 
new  law  would  have  a  negative  effect, 
some  of  the  year's  biggest,  priciest 
deals  have  featured  the  taxable  sale  of 
subsidiaries.  The  only  effect  of  the  leg- 
islation, most  bankers  feel,  has  been  to 
keep  somewhat  of  a  lid  on  what  is  paid 
for  targets  in  breakup  situations.  Says 
Rattner  of  Morgan  Stanley:  "Believe  it 
or  not,  I  think  the  prices  of  some  of 
these  deals  would  have  been  a  little  bit 
higher  if  it  hadn't  been  for  the  elimina- 
tion of  mirrors."  But  Robert  Willard, 
head  of  M&A  for  Prudential-Bache  also 
thinks  that  the  legislation  has  scared  off 
a  few  potential  buyers  and  might  even 
put  American  corporations  at  a  com- 
petitive disadvantage,  "with  big  foreign 
companies  that,  backed  by  strong  cur- 
rencies, can  buy  at  premium  prices 
and  keep  the  whole  thing." 

Bankers  are  split  on  what  action 
Congress  may  take  next  year  against 
mergers.  On  the  pessimistic  side  is 
James  of  DLJ,  who  thinks  the  current 
rash  of  megadeals  might  spur  legisla- 
tors to  eliminate  the  deductibility  of  in- 
terest on  acquisition  debt — a  measure 
that  came  up  last  year  and  again  in  late 
October,  when  Federal  Reserve  Chair- 
man Alan  Greenspan  asked  the  Senate 
to  consider  changing  tax  laws  to  dis- 
courage massive  corporate  borrowings 
for  acquisitions. 

Other  bankers  feel,  however,  that, 
as  one  puts  it,  a  "free  market"  mentality 
is  still  predominant  in  Washington,  and 
even  if  Congress  enacts  some  restric- 
tive measures  or  the  antitrust  laws  are 
tightened,  it  will  not  be  enough  to  put  a 
permanent  damper  on  what  has  be- 
come a  major  phenomenon  in  Ameri- 
can finance.  Sums  up  Freeman  of  Salo- 
mon: "We  have  the  same  conversation 
every  year:  'Where  do  we  go  from  here? 
There  are  so  many  deals:  they  are  so 
big,  so  complicated,  so  numerous,  so 
expensive.  This  has  got  to  be  it;  it's  got 
to  be  over  now.'  Every  time  something 
happens  to  disturb  the  status  quo,  the 
dire  predictions  are  rolled  out.  But  if 
you  raise  your  nose  off  Wall  Street  and 
look  around,  you  realize  that  corporate 
restructuring  has  become  a  fairly  nor- 
mal part  of  today's  business  scene." 

Nancy  McConnell  is  a  Houston-based 
freelance  writer  and  editor. 
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Is  widespread  use  of  solar  energy  just  a 
slender,  distant  hope?  Not  if  one  can  be- 
lieve Zoltan  Kiss.  Chronafs  founder  says 
solar  is  getting  closer  to  competing  with 
fossil  fuels  for  generating  electricity. 

Solar  energy- 
getting  hotter 


By  James  Cook 


ZOLTAN  J.  Kiss  is  close  to  cashing 
in  on  a  decade  of  breathtakingly 
hard  work.  A  volatile  and  volu- 
ble man,  ICiss  is  chairman  of  Law- 
renceville,  N.J.'s  Chronar  Corp.  In 
Chronar,  Kiss  has  put  together  the 
U.S.'  largest  and  most  successful  pro- 
ducer of  amorphous  silicon  photovol- 
taic cells,  those  l-by-3-foot 
panels  that  spontaneously 
transform  light  into  electric- 
ity, and  that  for  Chronar 
seem  at  last  about  to  pay  off. 

Mail-order-catalog  buffs 
are  already  familiar  with  at 
least  one  Chronar  product, 
those  solar-powered  garden 
lights  that  require  no  wiring. 
But  these  are  just  frills. 
Chronar  is  into  far  more  im- 
portant stuff.  Like  wiiming  a 
fair  share  of  the  world's  fu- 
ture electricity  market. 

"To  develop  the  technol- 
ogy for  amorphous  silicon," 
Kiss  says,  "we  had  to  identify 
the  manufacturing  process, 
then  build  the  equipment, 
because  it  didn't  exist.  Then 
.raise  the  money  and  set  up 
"the  factories.  You  couldn't 
have  a  product  until  you  had 
the  panels  to  put  into  prod- 
uct. One  step  after  another.  It 
took  us  a  decade  of  incuba- 
tion to  get  that  far." 

Photovoltaics     long     ago 


solar  energy  shapes  up  as  the  most 
benign  answer  to  the  world's  growing 
energy  and  environmental  problems. 
There  are  other  players  in  the  pho- 
tovoltaic business — Arco  Solar,  Ener- 
gy Conversion  Devices  and  Amoco's 
Solarex  division,  among  others — but 
Chronar  has  gone  further  in  bringing 
photovoltaics  to  the  point  of  commer- 
cial development  than  any  of  its  com- 


Chronar's  Kiss  and  a  working  photovoltaic  patiel 
From  wnUcway  lights  to  power  stations. 


proved 
themselves  in  space,  but  costs  were  so 
high  their  commercial  development 
has  been  slow  in  coming.  All  that  is 
changing,  thanks  to  the  development 
of  microscopically  thin,  amorphous 
noncrystalline  coatings  on  glass, 
steel,  aluminum  or  plastics,  which 
cut  production  costs  dramatically. 
With  its  costs  continuing  to  decline. 


petitors.  Either  directly  or  through 
joint  ventures  abroad,  Chronar  can 
now  manufacture  10,000  kilowatts  of 
generating  capacity  a  year  and  should 
have  twice  that  next  year. 

Ten  thousand  kilowatts  may  not 
seem  like  much  considering  that  the 
average  new  conventional  power  sta- 
tion runs  around  600,000  kilowatts 
these  days,  but  then  Edison's  original 
Pearl  Street  generating  station  started 


with  only  360  kilowatts  of  capacity. 

For  Chronar,  the  explosion  has  al- 
ready begun.  Having  diddled  around 
at  under  $1  million  in  annual  sales  for 
nearly  a  decade,  Chronar  booked  $11 
million  in  1986,  $17  million  in  1987, 
and  should  wind  up  with  some  $35 
million  this  year  and  $70  million  or 
more  in  1989.  "We're  at  the  place 
where  the  company's  sales  are  doub- 
ling," Kiss  says,  "and  I  think  the  dou- 
bling will  continue  at  least  for  the 
next  three  or  four  years."  That's  a  tall 
order.  Keeping  that  up  would  make 
Chronar  a  half-billion-dollar-a-year 
company  within  a  very  few  years. 

Part  of  Chronar's  growth  has  come 
from  sales  to  affiliates  of  equipment 
for  manufacturing  solar  panels.  But 
Chronar  is  manufacturing  more  and 
more  end  products:  Besides  the  walk- 
way and  garden  lights  for  the  consum- 
er market,  there  are  billboard  lights, 
highway  lighting  and  water  pumps  for 
industrial  markets,  especially  in  areas 
beyond  the  reach  of  conventional 
power  sources.  Last  year  Chronar  sold 
only  $4  million  worth  of  consumer 
products.  This  year  it  will  sell  about 
$13  million.  Last  year  it  sold  no  in- 
dustrial products.  This  year  it  will  sell 
'"  over  $1  million.  Next  year, 

depending  on  the  rate  of  mar- 
ket development,  it  should 
sell  $10  million  or  more. 

Best  of  all,  after  piling  up 
more  than  $20  million  in 
losses  in  the  past  five  years, 
Chronar  will  probably  break 
even  this  year  though  nine- 
month  earnings  were  still 
$1.1  million  in  the  red.  "For 
ten  years  we  were  in  the  de- 
velopment stage,"  Kiss  says. 
"We  are  now  at  the  point  of 
turning  into  the  black,  and 
from  now  on  we  expect  to  be 
profitable." 

A  physicist  by  training. 
Kiss  left  his  native  Hungary 
m  1950  at  the  age  of  17, 
picked  up  a  Ph.D.  at  the  Uni- 
versity of  Toronto,  and 
wound  up  in  the  early  1960s 
as  head  of  quantum  electron- 
ics research  at  RCA  Labora- 
tories in  Princeton,  N.J.  He 

quit  RCA  Labs  in  1969  to 

start  a  liquid  crystal  display  outfit 
called  Optel,  quit  again  in  1976  when 
Mitsubishi  gained  control  of  the  com- 
pany. He  went  out  on  his  own,  choos- 
ing photovoltaic  technology  and  put- 
ting up  $40,000  of  his  own  money  to 
found  Chronar  in  1976. 

Half  the  battle  has  been  finding  the 
money  to  finance  the  losses  inevita- 
ble in  any  high-tech  development 
business,  and  it  didn't  help  any  that  a 
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few  years  ago  the  SEC  went  after 
Chronar  and  its  accountants  for  what 
it  considered  fraudulent  accounting 
practices.  That  stalled  Chronar  for  a 
time,  forcing  the  cancellation  of  a  $12 
million  public  stock  offering.  Kiss 
eased  his  financial  problems  by  set- 
ting up  joint-venture  manufacturing 
partnerships  around  the  world  and  in 
the  last  year  or  two  has  picked  up  a 
handful  of  well-heeled  backers.  These 
include  Birmingham  construction  ty- 
coons John  and  Bill  Harbert  (who 
made  a  $5  million  equity  invest- 
ment), the  Sheet  Metal  Workers'  pen- 
sion fund  ($7.5  million  in  equity,  $7.5 
million  in  loans),  the  National  Elec- 
trical Contractors'  pension  fund  ($10 
million  in  equity)  and  most  recently 
Pacific  Gas  &  Electric  ($1.8  million). 
Chronar  can  already  compete,  Kiss 
claims,  with  small-scale  diesel  gener- 
ators ranging  up  to  50  kilowatts,  pro- 
ducing electricity  for  25  to  35  cents 

"For  ten  years  we  were  in 
the  development  stage," 
Kiss  says.  "We  are  now  at 
the  point  of  turning  into 
the  black." 

per  kilowatt-hour,  versus  30  to  50 
cents  for  the  diesels,  depending  on 
their  size  and  other  factors.  And  that, 
says  Kiss,  opens  up  a  $5  billion  mar- 
ket. But  the  really  big  market  is  yet  to 
be  conquered— the  one  served  by 
large-scale  coal-  or  nuclear-fueled  sys- 
tems, which  retail  power  at  under  7 
cents  a  kilowatt-hour.  If  photovol- 
taics  can  crack  that,  the  potential  is 
incalculable  but  surely  vast.  To  judge 
by  the  huge  short  interest  in  Chro- 
nar's  stock,  not  everyone  agrees. 

As  Kiss  likes  to  point  out,  photovol- 
taics  is  a  modular  technology.  To  in- 
crease capacity,  you  don't  build  larger 
plants,  you  just  keep  adding  panels 
and  interconnecting  them.  You  don't 
have  to  hook  into  the  utility  grid. 
Photovoltaics  can  operate  indepen- 
dently and  effectively  on  their  own. 
Chronar  itself  is  putting  a  60-kilowatt 
station  on  the  roof  of  its  New  Jersey 
headquarters,  which  will  generate 
power  for  about  20  cents  a  kilowatt, 
comparable  to  the  19  cents  the  local 
utility.  Public  Service  Electric  &.  Gas, 
charges  at  its  summer  peaks. 

To  crack  the  big-scale  utility  mar- 
ket, Chronar  will  have  to  do  a  lot 
better  than  that.  The  principal  cost  in 
photovoltaic  power  generation  is  the 
cost  of  the  capital  needed  to  produce 
and  install  the  photovoltaic  panels, 
and  though  Chronar  has  reduced  such 
costs  by  a  third  in  the  past  18  months, 
it's  far  from  enough.  Chronar  has  re- 
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cently  worked  out  a  $25  million  joint 
venture  with  Bechtel,  a  Pacific  Gas  &. 
Electric  subsidiary  and  a  Sheet  Metal 
Workers'  pension  fund  subsidiary  to 
build  an  automated  manufacturing 
plant,  slated  to  go  into  operation  next 
year,  that  is  expected  to  cut  the  direct 
cost  of  manufacture  by  50%.  At  that 
level,  Chronar  can  install  a  power  sta- 
tion for  $2,500  a  kilowatt  and  make  a 
decent  profit.  Says  Kiss:  "We  will 
have  brought  the  cost  of  manufactur- 
ing down  to  the  point  where  we  can 
generate  electricity  in  the  IO-to-12- 
cents-a-kilowatt-hour  range."  That's 
(  still  not  enough:  The  utility  industry 
generates  power  at  a  fully  loaded  aver- 
age cost  of  approximately  6  cents  per 
Ikilowatt-hour. 

Nevertheless,  Kiss  is  so  confident 
that  the  economics  of  the  new  plant 
will  prove  out  that  he  is  working  out 
another  joint  venture  with  SeaWest 
Industries,  a  California  wind  power 
company,  to  build  a  proposed  $125 
million,  50,000-kilowatt  photovoltaic 
plant  that  will  sell  power  to  Southern 
California  Edison  during  peak  peri- 
ods. Under  legislation  designed  to  en- 
courage the  use  of  alternative  energy 
sources,  the  rates  will  range  up  to  1 1 
cents  a  kilowatt-hour  in  1989  and  up 
to  24  cents  in  the  year  2000. 

At  such  prices,  Chronar  begins  to 
move  in  on  its  utility  targets,  and  Kiss 
is  confident  that  within  five  years 
he'll  be  able  to  reduce  costs  another 
50%  by  doubling  the  efficiency  of  the 
photovoltaic  panel.  If  he  succeeds — 
and  that  may  not  be  so  easily  done  as 
he  claims — Chronar  will  be  able  to 
generate  power  for  under  7  cents  a 
kilowatt-hour,  and  the  long-awaited 
breakthrough  will  be  achieved. 

It  may  not  happen,  but  neither  is  it 
implausible.  San  Francisco's  Pacific 
Gas  &.  Electric  is  persuaded  enough 
that  It  bought  a  250,000-share  stake  in 
the  company.  "If  solar  panels  make 
the  economic  breakthrough  necessary 
for  them  to  become  marketable,"  says 
Richard  Clarke,  chairman  of  the  big 
utility,  "I  want  PG&.E  people  install- 
ing them  for  our  customers." 

Clarke  says  "if,"  but  for  Kiss  there 
are  no  "ifs."  He  foresees  the  day  when 
photovoltaics  will  be  used  in  the  elec- 
trolysis of  water  to  produce  cheap  hy- 
drogen for  fuel  cells  and  combustion 
engines,  opening  up  to  photovoltaics 
not  just  the  market  for  electricity  but 
also  the  transportation  market.  Eat 
your  heart  out,  OPEC. 

Kiss  becomes  almost  lyrical  when 
talking  of  the  future.  Says  he:  "I  be- 
lieve photovoltaics  will  ultimately  be 
the  world's  primary  energy  source, 
and  it's  just  a  question  of  how  rapidly 
the  cost  can  be  brought  down."  ■ 
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When  it  comes  to  innovation 

in  freight  transportation, 

everybody  follows  our  lead 


The  CF  Company's  reputation  as  a  leader 

is  based  on  the  simple  faa  that  we've  opened  up  a  lot  of 

new  highways  in  the  world  of  freight  transportatioa 

It  all  started  years  ago  when  Consolidated 

Freightways,  our  long-haul  motor  freight  division 

became  the  first  truly  nationwide  trucking  company 

Later,  we  were  the  first  to  create  a  comprehensive 

freight  transportation  network  that  included  Canada, 

Alaska,  Hawaii,  Mexico,  Pueno  Rico  and  the  Caribbean. 

Closer  to  home  we  pioneered  the  use  of  doubles. 

We  were  also  the  first  to  pre-assign  pro  numbers  to 

simplify  tracing.  While  today,  our  computer  center 

in  Portiand  is  the  most  extensive  in  the  industry  As  you 

can  see,  the  CF  Company  is  a  hard  aa  to  follow. 

But  our  competitors  will  just  have  to  get  used  to  it. 


COnSOLIDRTED 
FREIGHTUJRVS,inC. 


The 
Company 


Miles  AHEAD 


HEBIGPICnjRE 


You  may  not  he  a  compuier  scientist,  but  you  can  still  customize  a  setup  for  your 
specific  business.  HjperCard'  software  gives  you  the  power — exclusively  on  Macintosh. 


Siren  Our  lecer.;  teriormance  at  the 
twi  olficx.  r!  is  Rtost  impeniTve  that  Giganuc 
Tidurss  rebound  wrth  tf  least  one  major  hit 
diring  the  cwrtnfl  year. 

To  that  end.  we 
!eve  a^duned  our  oid 
tnetliod  cl  ev3ii;^iing  new 
scripts  ti>'  urciohl  aluie. 
We  WW  use  market  re- 
search to  Jilenjfy  Trends, 
allQ-M.ig  us  to  commis- 
siofi  more  targeted 
scnpts  ForeoxTtple: 

Audience  surveys 
r«vea<  ttid  a  good  VHona 
rheme  strikes  a  resiKNv 


En|oy  Vlhlngs        Enioy  Musicals 


5»e  ctiord  in  moMegoers  of  an  ages-  Vet. 
sur[}ns]r)o^,  tr>e  last  kimtn  VUcing  mtme  was 
19S6'S  4crpss  ^f  Gmaf  tjont  SimiUrty.  al 
age  orouDS  oNtiil  3 


posaive  response  to 

the  (msicd  genn. 

This  reseaict) 
ttas  ted  us  to  identic  a 
v2st  maritel  with  et- 
plosive  ooiefftaL 
WTuctt  rias  led  us  10 
develop  a  new  tiytirid 
Oenre  -  the  Viking 
musfcal.  Weproudy 
ofler  this  previM  oi 
our  1989oRennos: 


Use  all  your  resources.  Wtha  connected  Macintosh,  accessing  work- 
group files  is  just  as  easy  as  getting  files  firm  your  own  compuier. 
Point  Click.  And  you  have  a  group  effort — minus  the  effort. 

With  our  new  Apple' Scanner,  arrything  in  print  can  become  part 
of  a  Macintosh  document  FMos,  artwork,  you  name  it.  Add  Omni 
Page  softuare  and  you  can  even  scan  entire  pages  of  text — then 
edit  with  a  word  processing  program. 


"Ididritknow 


You  hear  it  wherever  people  are  using 
Macintosh*  personal  computers. 

Usually,  it  happens  ri^t  after  the  initial 
'Wow."  Or  the  inevitable  "Let  me  try  that." 

And  while  it  represents  a  moment  of 
personal  triumph,  ifs  often  felt  companywide. 

Because  these  words  come  with  a  direct 
Englisi  r  to-business  translation:  Macintosh 


technology  lets  people  perform  at  level: 
that  surprise  even  diemselves. 

Sometimes,  ifs  simply  discovering  h 
easy  it  is  to  move  words,  numbers  and  j 
tures  between  different  programs. 

Or  that  getting  information  out  of 
company  mainframe  can  be  as  challeng 
as  the  act  of  pointing. 


«   l<).'W  \if)k  CnmfiuliT  Iru  .^[iftle  the  .Affile  Ingn  Sfacmlai!  H^JxrC/mt  and  IjiserWhln  are  m;isUmd  h'odemwie  (>f  arut  .^(>f>^  OmniPage  ts  a  rtgtsleredlradanarii(^ Caere  Corp 


Enjoy  Vikings     Enjoy  Musicals 


Moviegoer  surveys 

show  tw/o  clear 

preferences  that  span 

all  age  groups. 


All )'our  creations  (charts,  graphs,  illustrations)  can  be 
copied  into  presentation  pieces  unth  typical  Macintosh 
ease.  The  result  being  you  can  generate  overheads, 
slides,  leave-behinds— everything  but yaums. 


Reach  clear  to  the  other  side  of  the  world.  With  an 
AppleFax  Modem,  you  can  now  send  a  document 
directly  jrom  a  Macintosh  to  any  office  equipped 
unth  a  fax  machine — a  graphic  improvement 
in  the  way  you  communicate. 


Macintosh  is  designed  to  work  the  same  way  you  do.  So  you  can  more  easily  produce 
the  one  thing  every  business  demands:  results. 


jould  do  to" 


J 

Or  that  printing  a  document  to  a  fax 
.chine  in  Toyohashi  is  as  effortless  as 
iting  to  the  LaserWriter  one  desk  away 
And  since  Macintosh  is  Macintosh,  such 
asant  discoveries  don't  require  months 
:omputer  training.  Only  common  sense 
1  an  appreciation  for  uncommon  results. 
To  make  a  few  discoveries  of  your  own, 


visit  an  authorized  ^ple  dealer.  (Call  800- 
446-3000,  ext.  400,  and  we'll  be  happy  to 
give  you  the  name  of  one  nearby ) 

Before  long,  you'll  be  talking  like  a  sea- 
soned Macintosh  pro.  And  saying  things  like: 

"Anyone  can  do  that;' 


The  power  to  be  your  best" 


Fieldcrest  Cannon  owns  some  of  the  best-  SrXtrst^rS'u^^^^^^^^^ 

known  brand  names  in  textiles.    Too  bad  it     ^^  engineerings  jerry  Hunter  were 

manages  them  so  poorly. 


Thank  you, 
Mr.  Ely 


By  Alyssa  A.  Lqipen 


fc^; 


I'm  no  expert  in  textiles,  but  I 
know  we  must  start  doing  things 
differently."  Thus  spoke  Joseph  B. 
Ely  II  to  Forbes  six  weeks  after  he  was 
named  chairman  of  Fieldcrest  Mills  in 
1982.    The    former    high 
school  ice  hockey  coach 
and  stockbroker,  who  had 
worked    his    way    up    at 
Amoskeag    Co.,    was    as 
good  as  his  word.  Field- 
crest started  doing  a  lot  of 
things  differently.  The  re- 
sult? Last  year  it  lost  $3.7 
million  on  SI. 4  billion  in 
sales,  and  in  the  first  nine 
months  of  this  year  sales 
declined   4.4%,    to    $970 
million,    while    earnings 
remained  flat. 

Why  is  Fieldcrest  so 
weak  when  the  rest  of  the 
textile  industry  is  enjoy- 
ing boom  times?  Ely 
wouldn't  talk  to  Forbes 
about  Fieldcrest,  and 
small  wonder.  Many 
sources  we  spoke  to,  from 
Wall  Street  analysts  to 
former  top  executives  and 
competitors,  point  the  fin- 
ger at  him. 

Even    before    Ely    took 

over,  Fieldcrest  had  made  a 

ill-conceived  moves,  from 


low-Sanford  Inc.,  a  maker  of  residen- 
tial and  industrial  contract  carpeting 
for  malls  and  offices — another  busi- 
ness where  neither  he  nor  his  execu- 
tives had  much  experience.  He  paid 
$129  million  for  Bigelow. 
The  Cannon  deal  turned  out  espe- 


'// 
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series  of 
investing 

in  a  blanket  plant  while  that  market 
was  declining,  to  gomg  into  mass- 
market  towels,  which  hurt  its  high- 
end  Royal  Velvet  line.  Ely  compound- 
ed the  problems  in  January  1986  by 
buying  Cannon  Mills,  a  moneylosing 
maker  of  cheaper  towels  and  sheets 
then  owned  by  California  billionaire 
David  Murdock.  To  buy  Cannon  Ely 
depleted  his  cash  and  took  on  new 
debt.  The  cost:  $321  million.  Ely  dug 
his  hole  deeper  by  next  buying  Bige- 


cially  badly.  "Murdock  just  snook- 
ered Ely,"  says  a  former  top  Cannon 
executive.  In  addition  to  that  $321 
million  in  cash  and  notes,  the  wily 
Murdock  kept  a  yarn  company,  a 
blanket  company,  a  water  company 
and  real  estate  holdings  that  had  been 
part  of  Cannon  Mills  and  together 
were  worth  perhaps  Sl.SO  million. 

"Not  a  week  after  the  deal  closed, 
Cannon's  management  was  out  on 
the  street,"  reports  textile  analyst  Kay 
Norwood  of  Interstate-Johnson  Lane 
Corp.  in  Charlotte,  N.C.  People  like 


either  let  go  or  allowed  to  leave.  Many 
of  the  fires  were  people  who  had  expe- 
rience in  marketing  Cannon's  cheaper 
towels  and  sheets  or  were  familiar 
with  its  massive  modernization  pro- 
gram. They  were  replaced  by  Field- 
crest executives  whose  experience  lay 
in  marketing  more  costly  products 
and  who  knew  little  about  making 
low-end  mass-market  goods. 

Fieldcrest  Cannon  currently  has 
only  about  45%  of  the  towel  market, 
down  from  roughly  50%  in  early  1986 
at  the  time  of  the  acquisition. 

Fieldcrest,  perhaps  the  industry's 
largest  cotton  buyer,  has  been  further 
hobbled  by  some  remarkably  short- 
sighted cotton-buying  practices.  In 
1986,  when  cotton  was  selling  at 
about  50  cents  a  pound,  Fieldcrest 
hoped  prices  would  fall  after  the  U.S. 
Department  of  Agriculture  reduced 
cotton  price  supports,  and  thus  failed 
to  build  inventories  or  invest  in  cot- 
ton futures.  But  prices 
rose,  and  by  1987  Field- 
crest was  paying  as  much 
as  80  cents  a  pound.  Only 
then  did  Fieldcrest  begin 
to  stock  up,  and  guess 
what  happened?  Cotton 
prices  dropped,  today  they 
are  back  to  around  50 
cents  per  pound. 

When  former  coach  and 
stockbroker  Ely  said  he 
didn't  know  much  about 
textiles,  he  was  speaking 
the  truth.  Yet  Ely  last  year 
earned  $583,000  from 
Fieldcrest. 

The  Bigelow  buyout 
was  a  virtual  rerun  of  the 
Cannon  one.  Out  went 
the  former  executives,  in 
came  Fieldcrest  people. 
Ely's  plan  was  to  capital- 
ize on  Bigelow's  contract 
carpeting  business  by  add- 
ing it  to  Fieldcrest's  top- 
quality  Karastan  division. 
It  didn't  work.  Du  Pont 
introduced  its  Stainmastcr 
extraordinarily  stain-resis- 
tant material  that  has  taken  the  in- 
dustry by  storm.  Stainmaster  carpet 
fibers  are  hard  to  dye,  and  when  Field- 
crest started  buying  the  fibers  and 
tried  to  dye  them,  many  of  the  people 
who  might  have  known  how  to  do  the 
job  had  already  been  fired.  Worse, 
Fieldcrest  was  loaded  with  Bigelow's 
inventories  of  less  desirable  and  hard- 
to-scll  carpeting. 

Now  Ely  wants  to  sell  the  entire 
carpet  group.  He'd  be  happy  to  get 


1  tij.N  H  sbtknuii 

had  just 
fiber,  an 
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is     '■■ 


HE  GLENLlVET  SINGLE  MALT  Scotch,  12  years  in  the 
—  making,  is  a  gift  that's  sure  to  melt  the  coldest  of 
hearts  this  Christmas.  Just  as  it  has  every  year  since 
1747.  If  you  do  receive  such  an  expensive  gift,  we 


suggest  that  Scotland's  finest  Scotch  whisky  is  best 
enjoyed  at  room  temperature.  For  those  guests  who 
prefer  things  cold,  The  Glenlivet  may  be  taken  over  ice. 
And  a  warm  and  merry  Christmas  to  you  all. 


THE  Glenlivet;  JUST  SLIGHTLY  out  Of  reach. 

To  send  a  gift  of  The  Glenlivet,  call  1-800-238-4373.  Void  where  prohibited. 


$225  million  for  the  operation — 
which  cost  Fieldcrest  some  $180  mil- 
lion, including  its  investment  in  Kar- 
astan.  As  of  presstime,  no  takers. 

Why  is  Ely  still  running  Fieldcrest? 
Why  hasn't  the  board  moved  against 
him?  The  answer  is  that  the  firm  is, 


through  Amoskeag,  80%  controlled 
by  a  12-mcmber,  self -perpetuating 
family  trust  set  up  in  1920  by  indus- 
trialist Frederic  Dumaine  Sr.  (Forbes, 
July  13,  1987].  In  addition,  at  50  Ely  is 
one  of  the  youngest  members  of  the 
trust's  board,  which  has  several  mem- 


bers over  80  years  of  age.  And,  as  the 
trust's  treasurer,  Ely  calls  the  shots. 

In  the  expectation  of  better  times, 
shares  rose  to  a  peak  of  43  in  1986.  But 
even  before  last  year's  crash  Fieldcrest 
shares  were  dropping  and  now  trade  at 
less  than  half  their  1986  high.  ■ 


Western  European  and  Japanese  bankers 
argue  that  the  Soviet  Union  is  creditworthy^ 
It's  a  familiar  refrain. 

Let  them  make 
the  loans 


By  Ronald  Bailey 


IN  October  bankers  in  West  Ger- 
many, Great  Britain,  France  and 
Italy  eagerly  rushed  to  open  over 
$6  billion  in  general-purpose  credit 
lines  for  the  Soviet  Union.  Is  the  Sovi- 
et Union  really  a  prime  credit  risk? 
The  thesis  hasn't  yet  been  tested  be- 
cause the  Soviets  currently  owe  the 
West  just  $43  billion,  relatively  little 
for  the  huge  Soviet  economy.  Some 
Western  bankers  argue  that  further 
lending  is  quite  safe  because,  with  the 
Soviets,  unlike  with  democracies,  the 
government  can  always  squeeze  its 
people  to  raise  the  cash  necessary  to 
pay  off  its  loans. 

In  support  of  this  view,  bankers  usu- 
ally point  to  Rumania.  Nicolae 
Ceau§escu,  Rumania's  dictator,  has 
drastically  cut  back  on  amenities  like 
electricity,  heating  oil  and  even  food  to 
repay  his  Western  bankers.  Since  1 98 1 
Rumania's  external  debt  has  dropped 
by  an  extraordinary  two-thirds,  from 
$9.8  billion  to  $3.3  billion. 

Bankers  are  also  comforted  by  the 
Soviet  hoard  of  $30  billion  in  gold. 

Wait  a  minute,  though.  Weren't 
similar  arguments  heard  a  decade  and 
more  ago  about  the  safety  of  Third 
World  loans?  Mexico  had  all  that  oil, 
Peru  copper.  Sovereign  nations  never 
default.  Etc. 

In  the  last  resort,  principal  and  in- 
terest on  foreign  loans  must  be  paid 
with  earnings  from  exports.  The  So- 
viets' annual  hard  currency  earnings 
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are  only  about  $35  billion.  Most  of 
those  earnings  come  from  export  of 
oil  and  gas,  which  has  suffered  a  dou- 
ble squeeze — the  price  of  oil  has  de- 
clined, and  the  oil  is  priced  in  dollars, 
which  have  also  declined.  In  addition, 
the  Soviets  have  been  hit  with  a  rise 
in  the  cost  of  importing  grain.  So  ad- 
versely have  the  terms  of  trade  shifted 
that  the  same  volume  of  oil  exports 
buys  the  Soviets  only  25%  of  the 
Western  goods  they  bought  less  than 
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four  years  ago.  Meanwhile,  to  the  ex- 
tent that  the  nation  develops  industri- 
ally. It  will  have  a  more  pressing  need 
to  consume  its  oil  at  home. 

The  Soviets,  moreover,  have  sub- 
stantial foreign  commitments  that 
they  are  unlikely  to  drop  just  to  keep 
bankers  happy.  The  CIA  estimates 
that  the  Soviet  Union  already  spends 
$10  billion  per  year  supporting  its  cli- 
ent states,  Cuba  prominently  among 
them,  Nicaragua  less  so. 

Roger  Robinson,  formerly  in  charge 
of  Chase  Manhattan's  portfolio  in  the 
U.S.S.R.  and  Eastern  Europe  and  a  for- 
mer senior  director  for  international 
economic  affairs  at  the  National  Se- 
curity Council,  warns  that  "untied, 
general-purpose  loans  by  Western 
commercial  banks  to  East  Bloc  banks 
.  .  .  are  the  kind  of  undisciplined  bank 
lending  to  sovereign  borrowers  that 
was  one  of  the  principal  causes  of  the 
current  international  debt  crisis." 

Do  communist  states  always  pay? 
Let's  look  at  the  record.  It  shows  that 
many  have  had  to  reschedule  their 
debts,  e.g.,  Poland,  Cuba  and  even 
that  paragon  Rumania.  In  addition. 
North  Korea  and  Vietnam  have  de- 
faulted. Jan  Vanous,  Research  Direc- 
tor of  PlanEcon,  a  Washington-based 
firm  that  conducts  research  on  the 
Soviet  Union  and  Eastern  Europe, 
makes  a  good  point.  He  says  the  do- 
mestic Soviet  economy  is  so  strapped 
that  Gorbachev  "couldn't  take  it  out 
of  the  Soviet  consumers  in  order  to 
repay  loans"  without  risking  strikes 
and  other  civil  unrest.  He  believes  the 
Soviets  can  carry  their  current  loans 
but  warns  that  the  banks  had  "better 
be  cautious  if  the  Soviets  draw  down 
all  of  their  new  lines  of  credit  in  the 
coming  year." 

So  far  American  bankers  have  been 
much  more  cautious  than  their  West- 
ern European  and  Japanese  counter- 
parts. American  banks  hold  less  than 
one  half  of  1%  of  outstanding  Soviet 
debt.  Perhaps  they've  learned  from 
their  experiences  in  lending  to  Latin 
America.  While  it  is  surely  in  our 
interest  to  see  the  Gorbachev  reforms 
succeed,  there's  no  very  good  reason 
U.S.  banks  should  subsidize  those  re- 
forms.   Here's    some    business    our 

bankers  might  do  well  to  let  the 
lapancsc  and  the  Europeans  keep 
for  themselves.  ■ 
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Charlton  Heston 


Internationally  acclaimed  stage  and  screen 
star.  Insight  reader 

Admittedly,  Charlton  Heston  is  better 
known  in  his  role  of  Moses  leading  the 
faithful  out  of  Egypt.  But  to  us,  he's  just 
one  more  faithful  reader.  With  star  quality. 

Actor,  motion  picture  director,  indus- 
try spokesman,  artist  and  author,  he 
plays  many  leading  parts.  And  he's  one 
of  four  million  influentials  who  read 
Insight  every  week.  Readers  with  the 
highest  concentration  of  affluence  of 
any  national  newsweekly. 

Why  does  Charlton  Heston  read 
Insightl 

"I'm  a  print  freak  — books,  news- 
papers, a  slew  of  magazines.  I  read 
Insight  because  I  know  it  will  give  me 
all  sides  of  an  issue,  clear  and  clean 
of  bias.  It  has  balance.  I  also  think  it's 
very  well  written." 

If  you'd  like  your  advertising  to 
be  seen  by  people  in  the  limelight, 
ask  your  agency  about  Insight.  Or 
call  us  direct. 

In  New  York,  our  representative  is 
Jack  Mandable  at  212/599-1730.  In 
Chicago,  call  Dick  Weithas  at  312/ 
346-8810.  In  Detroit,  call  Craig  Rebold 
at  313/354-5050.  In  Los  Angeles,  call 
Bill  Bauer  at  213/820-1550. 


Insight 

on  tne  netus  ^^^X 

Talk  to  the 
powers  that  be. 


Just  another  leader. 


Bodine 
Assembly  Systems 

More  companies  in  more  countries 

use  Bodine  Assembly  Systems 

than  any  other  in  the  world. 


Bodine  -  Assembly  Systems  That  Make  Money. 

Assembly  is  the  most  difficult  of  all  manufacturing 
processes  to  automate.  Successful  implementation  of 
automatic  assembly  involves  not  only  the  use  of  existing 
and  emerging  technology,  the  tools  of  automation,  but 
also  a  sympathy  for  the  available  human  resources,  the 
parts  variations  and  maintenance  skills  found  on  the 
factory  floor. 

In  short,  experience  in  assembly  mechanization  is 
absolutely  essential  to  success. 

Bodine  -  The  World's  Most  Experienced  Builder 
of  Automatic  Assembly  Systems. 

Bodine  machines  are  currently  operating  in  Canada, 
Japan,  England,  Austria,  Korea,  Germany,  Norway, 
Ireland,  Australia,  Mexico,  Italy,  Belgium,  Puerto  Rico 
as  well  as  everywhere  in  the  United  States.  Bodine 
machines  are  competitive  in  a  world  market.  The  scope 
of  our  experience  is  available  to  you. 

Bodine  —  Our  Experience  Is  Available  At  Every 
Step  of  Your  Automation  Program. 

Bodine  is  prepared  to  assist  you  at  every  step  of  your 
automation  program  from  design  concept  all  the  way  to 
full  production.  We  will  help  you  keep  your  project  on 
time,  within  budget  and  profitable. 

Why  not  call  our  Senior  Vice  President,  Frank  J.  Riley  at 
(203)  33A-3 1 07.  Let  us  outline  how  we  can  help  you. 


Bafm 


ASSEMBLY  SYSTEMS 

The  Name  in  Successful  Assembly. 
THE  BODINE  CORPORATION   •   P.O.  BOX  3245   •   BRIDGEPORT  CT  06605  •   FAX  (203)  334-4007. 


The  Up  &  Comers 


Strategy 


Lambert  Althaver  was  minding  his  profit- 
able little  business,  Walbro  Corp.,  when 
suddenly  a  1 3-D  filing  landed  on  his  desk. 

Invasion  of 

the  company 

snatchers 


few  dozen  shops  that  taper  off  after  a 
quarter-mile.  The  best  restaurant  in 
town  is  in  the  bowhng  alley,  which 
also  doubles  as  the  office  for  the  12- 
rootn  motel  across  the  street. 
Cass  City  is  bucolic,  but  it  is  by  no 


By  Fleming  Meeks 


CASS  City  (pop.  2,258)  is  nestled 
among  the  beet  fields  in  the 
thumb  of  Michigan,  two  hours  north 
of  Detroit.  Main  Street  consists  of  a 


means  isolated  from  the  hurly-burly 
of  modem  capitalism.  The  town  is 
headquarters  to  Walbro  Corp.,  a  $111 
million  (1987  revenues)  manufacturer 
of  small-engine  carburetors — for  lawn 
mowers,  chain  saws  and  outboard 
motors — and  electric  fuel  pumps  for 
the  automotive  industry.  Walbro  has 
production  facilities  in  Japan,  Singa- 
pore and  Mexico.  It  supplies  75%  of 
Chrysler's  fuel  pumps  and  about  50% 
of  Ford's.  Walbro  is  currently  in- 
volved in  joint  ventures  to  manufac- 
ture fuel  pumps  for  Honda  in  Japan, 
electric  windshield  wiper  motors  for 
Honda  in  the  U.S.,  and  fuel  pumps  for 
Korea's  Hyundai  and  Kia. 

This  is  a  sound  little  outfit.  Since 
1981,  Walbro's  sales  have  nearly  tri- 
pled and  profits  have  climbed  from 
$200,000  to  $6.5  milhon.  Adjusted  for 
splits,  Walbro's  stock — there  are  now 
4.1  million  shares  outstanding — has 
risen  from  about  I'/i  to  a  recent  19. 

Walbro  and  Cass  City  were  sudden- 
ly buffeted  by  alien  forces  when,  on 
Monday,  Aug.  31,  1987,  Walbro's 
chief  executive,  Lambert  Althaver,  re- 
ceived a  Federal  Express  package.  The 
package  was  from  UlS,  Inc.,  a  private 
New  York  conglomerate  with  sales  of 


Crjig  Honer 


Walhro  (Incf  Rxecittiiv  Ixmihcrt  .Mtlxiivr 
"It  was  a  Judgment  call  on  our  part. 
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Do  smaller  businesses 
need  big  banks? 


Smaller  businesses  stretching  to 
reach  their  goals  have  unique  financial 
challenges.  But  a  large  bank-with  the 
j capacity  to  extend  them  credit,  pro- 
jtect  them  from  gyrating  rates  and  help 
them  manage  their  cash- may  seem 
cold  and  bureaucratic. 

'■  Ideally  a  bank  should  value  close 
relationships  and  still  solve  the  com- 
plex financial  problems  that  small 
businesses  face  as  they  develop. 
Chemical  is  such  a  bank. 


Over  30,000  of  these  relation- 
ships make  Chemical  the  country's 
largest  commercial  bank  in  small- 
business  and  middle-market  banking. 
At  Chemical,  we  study  customers' 
problems,  listen  closely  to  their  con- 
cerns and  provide  credit  for  expan- 
sion, advice  on  acquisitions,  foreign 
exchange  services  and  more.  And  our 
commitment  to  small  businesses  has 
been  strengthened  by  our  merger 
with  Texas  Commerce  Bancshares 


and  our  plan  to  merge  in  1989  with 
Horizon  Bancorp  of  New  Jersey. 

As  a  result,  small  businesses  can 
gain  access  to  urgently  needed  ser- 
vices, without  sacrificing  the  personal 
attention  and  understanding  they 
require.  With  Chemical's  support,  a 
small  business  can  realize  its  highest 
aspirations. 

CkmicalBanc 

The  bottom  line  is  excellence.® 
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TRAILER  AND  FORD  MUSTANG  GT  TOWPACK.AGE 


■  N  rUM  COIXECTOR-S  SEl^ 


THE  LEADERSHIP  SERIES 


Brunswick-the  ver 


OUR  SIXTH 

LIMITED  EDITION 

COLLECTION 

OF  LEISURE  PRODUCTS. 

"The  evolution 
of  the  Leadership 
Series  over  the  past 
six  years  has  paral- 
leled the  success 
of  Brunswick 
G)rporation  during 
that  same  period. 
"Just  as  each 

of  these  products 

represents  our  Q)mpany'$  growing  diversity 
and  its  unrelenting  dedication  to  quality, 
they  also  represent  our  strei\gthencd  posi- 
tion of  leadership  in  every  market  we  serve. 

"Building  upon  these  leadership 
positions,  Brunswick  is  now  in  the  midst  of 
its  sixth  consecutive  year  during  which  each 
quarter's  results  have  established  new  sales 
and  earnings  records. 

"The  reasons  for  these  record  perfor- 
mances are  symbolized  by  this  Limited 
Edition  Collection,  whicn  reflects  the  com- 


mitment to  quality  diat  is  found  in  every 
product  or  service  bearing  one  of  Brunswick 
Corporation's  famous  brand  rumes.  The 
1988  Collection  proudly  sets  new  standards 
for  the  very  best  of  the  very  best." 

Jack  F.  Reichert 

CbMinnan  and  Chief  Executive  Officer 

ARRIVA  2050  with  custom  trailer  and 
Ford  Mustang  GT  tow  package. 

U.S.  Marine,  buikler  of  ^mous  Bayliner 
boats,  presents  a  unique  combination  of 
sporty  styling  aitd  performance  that  teUs  the 
worU  you  won't  settle  for  less  than  the  best. 
The  20'  Arriva  is  a  boU  statement  of  breath- 
taking performance,  uncompromising  luxury 
and  show-stopping  good  knks.  Matrhed  with 
a  trailer,  aiwl  powcmil  new  1989  Ford 
Mustang  GT.  Limited  edition  of  5 .   $39,000. 

Zebco/Quantum  CoOector's  Series. 
Quality,  elegance  and  performance  in  a 
matched  set  of  three  superb  reds ...  a  Quan- 
tum Pro  1  Baitcast  Reel;  a  Quantum  QSS2 
Ultrali^t  Spinning  Reel  and  a  Zcbco  Classic 
CGX33  Express  Spin-Cast  Reel . . .  each  one 
precision-engineered.  All  richly  showcased 
in  a  handsome  walnut  preseniatkxi  case, 
personalized  widi  the  owner's  name.  A 
limited  edition  of  100  sets .    $250. 
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Nfercury 
200  HP  50*  Annivenary  ¥-6. 

Once  again,  Mercury  clearly  demonstrates 
its  position  in  outboard  technok)gy  as  the 
performance  kaderl  Five  decades  of  design- 
ing and  buikling  engines  all  come  together 
in  this  200  Horsepower  V-6  diat  oiifers 
nothing  less  than  pure  Rt-awzy-from-it-all 
cscdtement.  Aitd  with  me  special  styling 
treaonent,  this  50th  Aimiversary  inoda 
wiU  no  doubt  become  a  collector's  classic. 
A  limited  edition  of  25.    $12,000. 

Sea  Ray  280  Sundancec 

This  28'  special  edition  has  an  extra  wide 
beam  with  new  advaiKed  exterior  styling 
aiKl  luxurious  living  accomnradations  for 
added  room  and  comfort  You  can  custom- 
ize the  interior  from  a  selection  of  designer 
Cdbria  and  colon.  Comes  with  a  penonal- 
ized  owners'  medallion.  Powered hy  two 
specially  engineered  MerCruiser  stem  drive 
engiites.  Limited  edition  of  5.    $80,000. 

Bninswick  Leadenhip  Series 
Biffiaid  Table. 

Clattk  French  Provincial  styling,  masterful- 
ly handcrafted  in  solid,  select  English  walnut 
wd  set  on  a  predskm-ground  slate  bed;  then 
elegandy  accented  widi  rail  sights  of  gold 
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i  50TH  ANNIVERSARY  ENGINE 


SEA  R.AV  :S0  SI  NOANlHR 


3EST0F  THE  VERY  BEST. 


and  pitdous  gems,  hand'tooled  leather 
nodoets  and  a  gold-plated  name  plate.  A 
limited  edition  of  25  tdbles.    $20,000. 

A  Ltfedme  of  Open  Bowling  at 
Brunswick  Recteadon  Centers. 

The  number  one  name  in  fiamily  bowline 
oCfins  a  Lifetime  Pass  good  for  unlimited 
open  play  bowling  at  no  charge  in  any  full- 
Kivice  Brunswick  Recreation  Center  in 
North  America  and  Europe.  ExperietKe  the 
very  best  in  equipment,  service  and  fim.  A 
limited  edition  of  100.    $3,000. 

Bowling  Trophy  From  1988 
Summer  Otympics. 

Own  a  piece  of  Olympic  history.  Brunswick 
cekbiatcs  bowling  in  the  1988  Olympics  as 
an  odiibitkm  sport  with  a  commemorative 
trophy,  featuring  a  bowling  pin  used  in  actual 
Oiympic  competition  as  well  as  aTeam  USA 
ognature  series  ball.  With  each  order  a  $50 
donatkm  in  your  name  wiD  be  made  to  Team 
USA  A  limited  edition  of  100.    $300. 

Custom  Golf  Chibs  With  Brunswick 
Precision  FM  Rbretronic  Shafts. 

A  bieakthiou^  in  technok)gy.  Precision  FM 
FIxrtronic  shafts  are  the  first  premium 
grade  composite  graphite  shafb  to  be  fre- 
quency matched  to  tour  staitdards.  A  custom 
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BRINSWICK 

TRKCISHIN  FM 

KIBRITRONIC 

SHAl-rS 


set  of  clubs  will  be  tailored  especially  for  you 
by  Ram  Golf.  With  Brunswick  Golfs  revolu- 
tionary frequency  matching  system,  every 
shaft  and  club  is  matched  perfectly  to  your 

aA  set  of  3  Metalwoods  ( 1 -3-5 )  and  10 
um  Copper  irons  (2-SW).  A  limited 
edition  of  50  sets.  $1,800. 

Your  Unforgettable  Adventure 
on  the  Water  with  Merc  Charter: 

ExperieiKe  an  unforgettable  adventure  on 
Florida's  fabulous  waters,  while  you  skipper 
your  own  18'  to  24'  Mercury-powered 
Bayliner  boat  at  otie  of  Merc  Charter's  eight 
Fkxida  locations. 

Choose  one  of  three  exciting  Adventure 
lockages.  Spend  die  day  fishing  with  Zebco 
All-Pro  Champion  Tommy  Martin  as  your 
personal  guide;  or  waterski  with  World 
Champion  Ricky  McCormick.  Or  cruise  to  a 
part  or  Florida  visitors  rarely  see,  on  a  2-day 
Everglades  guided  adventure  that  includes 
all  meals  and  accommodations  at  the 
Ever^des  National  P<uk's  historic  Rod 
and  Gun  Club.  A  limited  edition  of  5 
Adventure  Packages.  $1,500. 

Orderit^  Information 

To  place  your  order  or  for  more  information 
on  the  Brunswidc  Leadership  Series  prod- 


ucts or  about  Brunswick  Corporation, 
call  toll  free,  1-800-621-6413.  Or  write: 
Leadership  Series,  Brunswick  Corporation, 
One  Bnmswick  Plaza,  Skokie,  Illinois  60077. 

All  items  in  the  Leadership  Series  are 
custom  made  to  order,  following  acceptance 
of  order.  Deliveiy  time  will  vary  depending 
upon  product  selected.  Orders  accepted 
before  December  15th  will  receive  a  framed 
Certifkate  of  Authenticity  suitable  for 
Christmas  giving,  and  signed  by  Jade 
Reichert,  Chairman,  Brunswick  Corporation. 

Also  availabk:  Brunswick  1987  Annual 
Report  and  a  complimentary  special  edition 
of  Brunswick:  The  Story  Of  An  American 
Company,  a  chronicle  of  Brunswick's  143 
year  history. 

Prices  irtchide 
shipping  in 
continental  U.S., 
installation  and 
applicable 
sales  tax. 
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Super  fit. . .  Our  recent  $130  million  purchase  of 
Newmont  Mining's  U.S.  oil  and  gas  properties  in  the  Quif  of 
Mexico  and  along  the  QuIf  Coast  will  improve  our  competitive 
position  in  locations  where  Mobil  is  already  strong.  We're  getting 
significant  proved  reserves  and  valuable  acreage,  plus 
additional  daily  production  of  about  2,500  barrels  of  crude  oil  and 
42  million  cubic  feet  of  natural  gas.  And  the  new  production 
comes  at  very  little  added  cost  since  we're  already  the  operator 
for  most  of  hewmont's  offshore  fields. 

Good  prospects . . .  Largely  because  of  our  suc- 
cessful U.S.  natural  gas  marketing  efforts,  during  peak  season 
we're  now  producing  virtually  flat  out.  If  demand  continues 
to  increase,  we  can  probably  look  forward  to  better  U.5.  margins 
and  improved  returns  during  1988.  Meanwhile,  we're  aggres- 
sively seeking  new  domestic  gas  supplies  to  supplement  our 
already  substantial  North  American  reserve  position. 

Growth  in  gas...  The  first  shipments  of 
liquefied  petroleum  gas  (LP<3)  have  begun  from  the  Mobil- 
discovered  Arun  field  in  Indonesia  following  the  partial  start-up 
of  a  new  $700  million  LPQ  facility.  Mobil  has  a  production-sharing 
agreement  with  Pertamina,  the  government  oil  company  that 
owns  the  field.  When  the  LPQ  project  is  completed  by  year-end,  it 
will  produce  55,000  barrels  a  day  for  delivery  to  Japanese 
customers.  The  oil  equivalent  of  another  510,000  barrels  a  day 
of  Arun-produced  natural  gas  and  condensate  is  currently 
shipped  to  Asian  markets. 

New  producing  technology. .  .developed  by 

Mobil  is  helping  trim  costs  and  boost  production  at  many  of 
our  oil  and  gas  operations.  We've  developed  a  technique  that 
identifies  the  direction  of  underground  fractures— by  analyzing 
the  effect  of  sound  waves  on  core  samples  taken  from  a  well. 
Knowing  the  fracture  direction  helps  engineers  optimize  the  dis- 
tribution of  production  wells  during  waterflooding— a  procedure 
that  uses  water  to  flush  additional  oil  from  a  reservoir.  The  Mobil 
technique  is  cheaper,  more  reliable  and  more  widely  applicable 
than  anything  now  available. 


It's  a  fact:  Last  year  was  the  first  time  ever  that  our 

liquid  hydrocarbon  production  was  exceeded  by  natural 

gas  production  (in  crude  oil  equivalents). 
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around  $500  million.  The  FedEx  enve- 
lope contained  a  13-D  filing  stating 
that  UIS  had  acquired  6.8%  of  Wal- 
bro's  stock.  There  was  also  an  omi- 
nous letter  from  UIS  President  An- 
drew Pietrini  asking  for  a  meeting  "to 
explore  areas  of  mutual  interest." 

"Initially  my  reaction  was  sort  of 
that  sinking  feeling  you  get  in  the  pit 
of  your  stomach,"  recalls  Althaver, 
57,  a  graduate  of  Principia  College  in 
Elsah,  111.,  who  joined  the  fledgling  14- 
person  company  as  a  bookkeeper  in 
1954.  He  notified  Walbro's  six  other 
directors,  all  of  whom  felt  that  meet- 
ing with  UIS  would  lead  nowhere  de- 
sirable. The  next  day,  Althaver  called 
Pietrini  and  told  him  of  the  board's 
decision.  Then  he  boarded  a  plane  for 
Germany,  where  he  was  scheduled  to 
attend  a  major  trade  show. 

Arbitragers,  who  eventually  bought 
up  20%  of  Walbro's  stock,  bid  the 

Goldman,  Sachs  said  its 
fee  for  mounting  the 
takeover  defense  would  be 
$1  million.  That  would  have 
been  cheap.  By  the  time  the 
fight  was  over,  Walbro  had 
spent  $4.9  million. 


price  from  I5'/8  on  Aug.  31  to  18  on 
Sept.  I.  Eight  days  later  UIS,  which 
had  increased  its  stake  to  8.6%, 
launched  a  tender  offer  at  18'/k  for 
60.7%  of  Walbro's  shares.  The  stock 
jumped  to  20. 

Pietrini  says  Walbro  should  have 
welcomed  his  advances.  "They  repre- 
sented a  fit  for  us,"  he  says,  noting 
that  two-thirds  of  UIS'  sales  come 
from  the  automotive  aftermarket. 
"(Walbro)  management  would  have 
continued,  and  they  would  have  had 
liquidity  as  well,"  he  asserts.  "And  we 
could  offer  financing  for  their 
growth."  Retorts  Althaver:  "UIS  has 
no  international  exposure  and  no  orig- 
inal equipment  business.  There  was 
not  a  lot  that  they  could  bring  to  us." 

Finally  cutting  short  the  European 
trip,  Althaver  met  with  two  Gold- 
man, Sachs  representatives  on  Sept. 
10.  Yes,  the  investment  bankers  told 
him,  they  could  defend  Walbro  from 
UIS.  For  a  price.  Goldman,  Sachs'  fee 
for  mounting  a  takeover  defense 
would  be  a  flat  $1  million.  They  also 
advised  Althaver  to  hire  a  law  firm 
experienced  in  takeover  defenses.  The 
next  day  Althaver  hired  Wachtell, 
Lipton,  Rosen  &  Katz. 

On  Sept.  18,  Goldman,  Sachs  offi- 
cially advised  Walbro  that  the  UIS 
offer  was  inadequate.  They  began 
mapping  out  a  strategy  to  block  the 
tender  offer. 
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Power  01 

Produaivity 


Productivity.  It's 
become  the  watchword 
of  American  business. 
Enhanced  productivity  is 
essential  for  survival  in 
today's  increasingly  com- 
petitive global  market. 

We  should  know. 
We've  harnessed  the  power 
of  productivity  for  thou- 
,  sands  of  clients  over  a  span 
'  of  42  years.  During  that 
time  we've  found  that  one 
dimensional  approaches 
such  as  "MRP,"-  "quality 
circles,"  or  'Just-In-Time" 
aren't  enough.  Only  a  total 
approach  can  significantly 
improve  productivity,  profit- 
ability, quality,  service  and 
competitiveness. 

It  is  for  that  reason  we 
go  far  beyond  just  matching 
sales  and  volume  demand 
with  labor  needs.  A  Proudfoot 
installation  will: 


•  reduce  materials  and  cost 

•  improve  quality  control 

•  enhance  customer 
service 

•  provide  a  better  work- 
ing environment 

•  improve  facility  layouts, 
material  handling,  and 
energy  consumption 

•  shrink  in-process/lead 
times 

•  lower  rework 

•  improve  communication 

•  improve  data  processing 
while  reducing  costs 

•  improve  sales  perform- 
ance 

A  Proudfoot  team  of 


professionals  will  focus  on 
a  client's  most  important 
resource:  people.  Working 
hand-in-hand  with  the 
client's  people,  we  will: 

•  improve  worker  skills 

•  provide  a  better  super- 
vised environment 

•  enable  both  manage- 
ment and  employees  to  be 
successful  in  their  work 

•  provide  managers  and 
supervisors  with  the 
training  and  tools  to  bet- 
ter manage  the  business 

This  total  approach 
enables  clients  to  not  only 
achieve  their  operational 


and  financial  objectives, 
but  provides  them  with  a 
critical  competitive  advan- 
tage as  well.  As  a  resuk,  job 
security  for  the  majority  of 
the  client's  workforce  is 
assured.  That's  what  we 
mean  when  we  say,  "The 
Power  of  Productivity." 

If  you'd  like  to  hear 
what  we  can  do  for  you, 
call  or  write: 


r 


Alexander  Proudfoot 

The  Power  of  Productivity. 


Founded  1946  Executive  olfices:  1700  Palm  Beach  Lakes  Boulevard,  West  Palm  Beach, 
FL  33401  Operatmg  in  the  United  States,  Canada,  Mexico,  Brazil,  Great  Bntain,  France, 
Federal  Republic  of  Germany,  ItalySpain,  Portugal.  Sweden,  t)enmark.  Irebnd,  Luxembourg, 
The  Netherlands,  Belgium,  Australia,  Hong  Kong,  Malaysia.  Thailand,  Singapore,  and  soon 
in  Taiwan  In  Floiida  or  Canada.  caD  407-697-9600 


800-843-4877 

And  we'll  send  you  our  brochure, 
Producrivity:  Myths  and  Reality. 


Name 


Company 


Title 


Address 


City 


State 


Zip 


Phone  FBSl  21281 

Alexander  Proudfoot.  Executive  offices: 

1700  Palm  Beach  Lakes  Boulevard. 

West  Palm  Beach,  FL  33401 


^■m^   I 


|P«SS^ 


««v^«> 

,.,. 

•  Mi'^ 

W^P 

«•  -^^am 

1 

itm  an  mi 

HM 

n    Pi  ff| 

!li 

».•    I  HI 

K'lr  » 

* 

■ 

1' 

■1  ■■■I » 

1  "% 

i 


ii/" 


I 


1 


The  lights  bum  late  into  the  night  in 
Sao  Paulo.  Because  inside  the  high-rises,  you 
will  find  people  moving  to  a  rhythm  everyone 
in  the  world  can  understand. 

The  rhythm  of  business. 

And,  as  any  successful  business  person 
knows,  this  rhythm  does  not  merely  play 
between  9  and  5  -  particularly  in  Bra2dl. 


You  see,  to  a  Brazilian,  an  impossible 
deadline  is  often  viewed  as  a  challenge.  A  last 
minute  change  is  seen  as  an  opportunity 
to  do  something  better.  An  important  project 
is  given  cill  the  attention  and  respect  it  deserves 

Ask  anyone  who  has  worked  with  a 
Brazilian  organization.  This  is  the  work  ethic. 

And  nobody  understands  the  drive 


AGENCIES:  Amsterdam  -  Hollind,  Asuncion  •  Paiagud\    BarcclonA  -  Spam.  Brussels  -  Belgium.  Buenos  Aires  -  Argentina.  Hamburg  -  Germany;  La  Paz  •  Bolivii.  Lisbon  •  Pomtgal;  London  -  England;  Lot  Angeles 
■  US  A  ,  Madnd  -  Spain;  Miami  -  USA,;  Milan  ■  luly.  Montevideo  -  Uruguay.  New  York  -  U.S.A.,  Panama  City  -  Panama.  Pans  ■  France,  Oporto  -  Portugal,  President  Strocssner  ■  Paraguay;  Rome  -  Italy.  San 


of  the  people  in  Brazil,  or  the  opportunities  you 
can  enjoy  here,  like  Banco  do  Brasil. 

In  a  recent  article  in  The  Economist,  it  was 
written  that "...  office  workers  in  Brazil 
think  nothing  of  leaving  for  work  at  6  a.m.  and 
staying  on  until  9  or  10  p.m.  at  night.  That ... 
is  die  explanation  of  the  Brazilian 
miracle  of  the  past  40  years." 


We  would  take  issue  with  only  one  word 
in  that  statement. 

No  miracles  here.  Only  hard  work. 


BANCO  DO  BRASIL 


Francisco  -  U.S.A.;  Sanu  Cmz  de  la  Sierra  -  Bolivia;  Santiago  -  Chile;  Singapore  ■  Singapore;  Tokyo  ■  Japan;  Vienna  -  Austria.  OFFICES:  Abidjan  -  Ivory  Coast;  Beijing  -  People's  Republic  of  China;  Bogota  -  Colombia; 
Caracas  -  Venezuela;  Chicago  -  U.S.A.;  Hong  Kong  -  Hong  Kong;  Lima  -  Peru;  Manama  -  Bahrain;  Mexico  City  •  Mexico;  Quito  -  Ecuador;  Toronto  -  Canada;  Washington  -  U.S.A.;  Zurich  -  Switzerland. 
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First,  Althaver  locked  30%  of  the 
company  into  friendly  hands.  Wal- 
bro's  management  and  board  owned 
17%.  The  rest  he  got  by  entering  into 
a  no-sell  agreement  with  local  share- 
holders, who  owned  a  13%  stake  in 
the  company.  (More  than  half  of  this 
$14  million  stake  dates  back  to  a 
$25,000  investment  made  by  local 
merchants  as  an  incentive  to  bring  the 
company  to  town  in  1954.)  The 
townspeople  didn't  need  much  con- 
vincing. Walbro's  payroll  for  the  450 
employees  m  Cass  City  alone  makes 
up  about  $18  million  of  the  town's 
$22  million  industrial  payroll.  And 
Althaver,  the  son-in-law  of  the  com- 
pany's founder,  has  been  the  village 
president  for  20  of  the  last  22  years. 


But  how  to  lock  up  another  20%  of 
the  shares?  On  Sept.  25,  three  weeks 
after  receiving  UIS'  13-D,  Althaver 
met  with  General  Electric  Capital 
Corp.  GECC  agreed  to  buy  $35  mil- 
lion in  preferred  stock,  convertible 
into  20%  of  Walbro's  equity.  But  the 
terms  for  putting  that  much  stock  in 
presumably  friendly  hands  were  stiff. 
The  preferred  stock  paid  an  8%  divi- 
dend, escalating  by  3%  every  six 
months  until  it  reached  15%.  In  addi- 
tion to  this  handsome  return  on  its 
money,  GECC  charged  Walbro  $1.5 
million  for  underwriting  the  stock. 

Meanwhile,  UIS  had  broadened  its 
offer  to  include  100%  of  Walbro's 
stock,  and  UIS  lawyers  were  trying  to 
undo  both  the  preferred  stock  sale  and 


the  agreement  between  Walbro  and 
its  Cass  City  shareholders.  But  on 
Oct.  5  the  Delaware  Chancery  Court 
declined  to  enjoin  these  defensive 
moves,  and  three  days  later  peace  ne- 
gotiations began.  On  the  morning  of 
Oct.  13,  Walbro  agreed  to  buy  back 
half  of  UIS'  432,000  shares  at  17,  and 
UIS  promised  not  to  acquire  more 
Walbro  shares  for  four  years.  (Two 
weeks  later,  in  the  wake  of  the  stock 
market  crash,  Walbro  shares  fell  to 
llyk.)  In  December,  after  spending 
$14  million  to  buy  back  its  own  stock, 
Walbro  borrowed  $20  million  to  help 
retire  the  GECC  preferred  issue.  In 
April  Walbro  replaced  the  $20  million 
loan  with  a  private  placement  of  con- 
vertible debt. 


The  Up  &  Comers 


WHERE  THE  MONEY  IS 


How  well  do  small  growth  companies  pay  their  chief 
executives?  Do  chief  executives  of  these  businesses  own 
a  great  deal  of  stock  in  their  company?  Below  are  the  1 1 
industries  into  which  most  of  this  year's  Forbes  200  Best 
Small  Companies  in  America  were  grouped.  As  befits 
the  times,  bosses  of  growing  companies  in  the  Finance/ 
Investment  Management  industry  both  earned  and 
owned   the   most:    a   median   compensation    level   of 


$538,200  and  stock  in  their  companies  worth  a  median 
$25  million  and  change.  While  the  specialty  chemical 
business  was  way  behind  in  compensation  (at  a  median 
$332,100),  it  was  a  close  second  in  the  value  of  execu- 
tives' shareholdings.  In  last  place  in  compensation  was 
the  fiercely  competitive  retail  food  and  restaurant  indus- 
try. Military  electronics  firms  were  in  last  place  by  value 
of  executives'  stockholdings. 


Industry 


Median  compensation  (000) 


Median  holdings  (000) 


Finance-investment  management 


$538.2 


$25,187 


Retail-apparel 


495.6 


17,935 


Computer-services 


347.4 


8,369 


Chemicals-specialty 


332.1 


22,157 


Insurance-property  &  casualty 


300.0 


7,340 


Automobiles  &  trucks-original  equipment 


278.0 


9,134 


Electronics-military  systems 


274.5 


1,541 


Computer-software 


262.0 


13,773 


Financial/business  services 


255.4 


9,031 


Pollution  control  equipment  &  services 


221.5 


7,106 


Retail-food  &  restaurants 


209.8 


3,518 


The  200  Best  Small  Companies  database  (for  the  com- 
plete listing,  see  Forbes,  Nov.  14)  also  sheds  some  light 
on  the  difference  between  the  founders  and  professional 
managers  in  charge  of  high-performance  small  compa- 
nies. Founders  still  run  half  of  these  firms.  Not  surpris- 


ingly, they  tend  to  pay  themselves  less  than  do  non- 
founders — about  $85,000  a  year  less.  But  when  it  comes 
to  stock  ownership,  the  median  founder's  shareholding 
is  worth  over  $8  million — twice  as  much  as  the  profes- 
sional manager's  median. — Steve  Kichen 


Median  compensation  (000) 


Median  holdings  (000) 


Founders 


$260.3 


$8,052 


Nonfounders 


345.6 


3,999 


Total 


301.9 


7,328 


Source  llx'  J(XJ  Ik's!  SdiuII  Cunipeiiiii's  in  Anicnui  (h'(>KHh:-y.  Nor  14.  I9HH) 
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Chrysler  New  Yorker 

Elegance.  Luxury,  Front-wheel  drive,  Anti-lock  brakes.  Electronic  fuel-injected  V-6, 
Ultradrive  transmission,  And  Crystal  Key  owner  core.  Everything. 


ITRODUCING  ULTRADRIVE,  A  CHRYSLER  EXCLUSIVE. 
IHE  MOST  ADVANCED  FOUR-SPEED  AUTOMATIC 
RANSMISSION. 

'fter  years  of  development,  Chrysler  introduces  Ultro- 
rive.  The  first  end  only  fully  adoptive  electronic 
'speed  automatic  transmission.  It  constantly  senses 
nd  adjusts  for  changes  in  your  speed  or  driving  situo- 
on.  You  could  say,  "It  thinks  for  itself"  as  it  delivers  on 
mozingly  smooth,  quiet,  responsive  ride. 
►ther  features  include'^:  Four-v^heel  disc  anti-lock  broke 
vailability  Self-leveling  rear  suspension:^^  Vehicle  Theft 
ecurity  System.  Pov^/er  eight-way  driver's  seat  with  mem- 
ry  An  abundance  of  Mark  Cross  Corinthian  leather  On- 
oard  travel  computer.  Crystal  Key  owner  core.  In  a  word, 
iverything!' 

HE  CAR  BUYER'S  BILL  OF  RIGHTS. 
lew  Yorker  exemplifies  Chrysler's  belief  that  you  have  a 
ght  to  a  quality  cor  with  long-term  protection.  You  hove 
right  to  a  safe  cor,  friendly  treatment,  honest  service, 
ompetent  repairs  and  the  right  to  address  grievances, 
duality  is  your  right.. .and  Chrysler  intends  to  see  that  you 


CHRYSLER'S  CRYSTAL  KEY  PROGRAM.  BETTER  OWNER 
CARE  THAN  EVEN  ROLLS  ROYCE  OR  MERCEDES. 

5-Year/50,000-Mile  Basic  Car  Warranty.*  Covers  the 
"p:;^^^  I    entire  cor,  bumper  to  bumper  Air-condi- 

jL»^~  tioning;  engine;  powertroin;  steering; 

■■     ^  >  electrical  components;  fuel,  suspension 

ond  engine  cooling  systems. ..the  works. 
No  Deductible  Cost  To  Your  Unlike  GM, 
Chrysler  does  not  require  that  you  pay  a 
$100  deductible  after  one  year  or  12,000 
miles. ..eoch  time  you  bring  in  your  car. 

I liJ   7-year/70,000-Mile  Protection  Plan.* 

Even  after  the  basic  5/50  warranty  the  engine  and 
powertroin  are  still  protected  for  7  years  or  70,000  miles. 
7-year/100,000-Mile  Rust-Through  Protection.*  New  Yorker 
is  protected  from  outer  body  rust-through  for  7  years  or 
100,000  miles.  -— — 

Customer  Hotline.  Toll-free  "800 "         •- 
number  to  coll  24  hours  o  day  with       m^     W/Wf^ 
questions  on  warranty  or  service.      s^^ll^L  W/  #W 


\ 


CHRYSLER.  DRIVING  TO  BE  THE  BEST 


'ii'j  ( ^pitiifKjl  1 1  Avoilnble  on  Londau  only  'See  copies  of  limiioO  warranties  ai  dealer  f^estnctions  apply  ^  ^  eitctud* 
(Mil  HF  IH'(Ol?SAJlTY 


n 


r 


» 


4t 


'm^i^ 


■ifc.  L.pa^ipww 


Pii^if.ii  FqiMpmcnr  Ti' 


'  vj.iipment  Corporarion 


"Digital 

is  helping 

Quaker  Oats 

captuie  the 

Number  lor  2 

brand  position 

in  the  majority 

ofitsmarkets!' 
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"Our  intent  is  to  be  a  low-cost, 
state-of-the-art  manufacturer  of 
consistent,  superior  quality  products. 
So  we  need  computing  flexibility  and 
integration  of  manufacturing  systems 
throughout  our  entire  company 
That's  exacdy  what  Digital's  distri- 
buted information  systems  network 
gives  us. 

"We  have  a  common  strategy 
throughout  our  product  lines,  but 
each  plant  also  has  its  own  objectives. 
Because  all  our  plants  have  their  own 
VAX™ -based  systems,  Digital's  single 
architecture  makes  it  easy  to  maxi- 
mize manufacturing  efficiencies  and 
react  quickly  to  changing  financial 
and  marketing  needs. 

"Now  our  plants  have  a  powerful 
tool  to  help  meet  local  objectives,  and 
Information  Systems  in  Chicago  can 
still  keep  track  of  what  they're  doing. 
Everyone  can  easily  share  information 
and  software.  This  creates  an  entre- 
preneurial environment  where  people 
can  realize  technology's  potential  to 
help  achieve  business  goals. " 
The  rewards  of  working  together 
Digital's  proven  networking  ties 
computer  systems  together— ours  as 
well  as  other  vendors'. 

Today,  with  more  computer 
networks  in  place  than  anyone  else. 
Digital  gives  you  an  elegandy  simple 
way  for  your  people  to  work  together 
more  productively,  more  creatively, 
more  efficiendy,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  befo«.  £)jgjj^ 

1^ 
It 

now 


—  LB,  (Mike)  Johnson 
Vice  President,  Operations 
The  Quaker  Oats  Company  ^ 


Excluding  the  cost  of  retiring  its 
stock,  here's  the  itemized  bill  for 
keeping  Walbro  independent:  $1.5 
million  to  GECC;  $1  million  for  Gold- 
man, Sachs;  $690,000  to  cover  GECC 
and  Goldman's  legal  fees;  $400,000  to 
Wachtell,  Lipton;  $646,000  m  addi- 
tional attorney  and  investment  bank- 
ing f  ees;  plus  a  $638,000  dividend  pay- 
ment on  the  preferred  stock.  Total 
tab:  $4.9  million. 

Was  the  price  worth  the  indepen- 


dence? Hard  to  say.  Walbro,  after  add- 
ing in  another  $17.5  million  for  an 
acquisition  in  January  and  buying 
back  $3  million  more  of  its  own 
shares,  currently  has  debt  standing  at 
around  60%  of  capital,  up  from  about 
8%  before  UIS  pounced.  Servicing  the 
defense-related  debt  will  cost  the 
company  about  $2.2  million  a  year,  at 
a  time  when  Althaver  must  put  more 
money — about  $1.5  million  this 
year — into  Walbro's  joint  ventures. 


The  company's  revenues  are  expected 
to  grow  to  $130  million  in  1988,  but 
profits  will  probably  stay  below 
1987's  $6.5  million  for  the  next  cou- 
ple of  years. 

"We  thought  the  stockholders 
would  be  better  off  if  we  could  keep 
Walbro  going  and  growing,"  says 
Althaver  in  defense  of  his  defense.  "It 
was  a  judgment  call  on  our  part."  But 
whether  it  was  the  right  call  won't  be 
known  for  a  few  more  years.  ■ 


The  Up  &  Comers 


Merchandisers 


Can  a  person  get  rich  selling  hot  dogs? 
Richard  Portillo  has.  This  is  how  he  did  it. 


Hot  dogs 
with  mustard 


By  Janis  Bnltman 


and  glitz 
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I'ortillo's  Hot  Doits'  Kidxinl  I'orlilhi 

The  early  days  were  'frustrating,  frightening. 


Here's  how  Richard  Portillo  re- 
members his  early  days  selling 
hot  dogs  from  a  6-by- 12-foot 
trailer  with  no  running  water  in  Villa 
Park,  111.,  just  west  of  Chicago:  "The 
buns  were  hard  as  a  rock.  The  hot 
dogs  were  splitting  and  turning.  No- 
body came."  Portillo,  then  23,  was  so 
green  that  he  bought  supplies  at  full 
retail  from  a  local  supermarket.  Final- 
ly he  wised  up  and,  to  find  suppliers, 
sneaked  into  a  successful  competi- 
tor's storeroom  and  jotted  down  the 
names  of  the  relish,  bun,  wiener  and 
mustard  suppliers  on  the  shelves. 

These  days  Portillo,  49,  boasts  that 
he  often  spots  competitors  taking 
notes  on  bis  flourishing  hot  dog  busi- 
ness. With  his  wife,  Sharon,  he  owns 
1 1  Portillo's  Hot  Dogs  restaurants 
(and  one  spare  rib  restaurant),  making 
him  Chicago's  largest  hot  dog  restau- 
rateur. Four  more  hot  dog  restaurants 
and  two  more  rib  joints  are  scheduled 
to  open  in  the  next  two  years.  This 
year  a  group  of  Japanese  investors 
hired  Portillo  to  help  open  a  copycat 
chain  in  the  Orient. 

The  lines  at  Portillo's  outlets  are 
often  so  long  that  employees  with 
headsets  radio  orders  ahead  to  the 
chef.  Workers  with  change  scurry  to 
and  from  cars  waiting  in  drive- 
through  lines  so  that  customers  bare- 
ly need  to  brake  to  pick  up  their  food. 

The  hot  dog  is  not  normally  associ- 
ated with  big  business,  but  Portillo 
says  he  expects  his  chain's  sales  to 
reach  $20  million  this  year.  Portillo 
won't  say  much  about  profits,  but  he 
puts  his  gross  margin  at  over  13%, 
compared  with  a  fast-food  restaurant 
average  of  9.8%.  If  Portillo  is  on  the 
level  with  his  sales  and  gross  margin 
figures  (he  wouldn't  be  the  first  small 
businessman  to  exaggerate  his  suc- 
cess), then  his  business  is  throwing  off 
maybe  $2.6  million  or  more  in  pretax 
profits. 
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When  you  give  Johnnie^lker  Black  this  yeai; 
low  are  you  going  to  top  it  next  year? 
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JohnnieWalker® 
Black  Label  Scotch 

YEARS  t'l  o%  OLD 


Send  a  gift  of  Johnnie  Walker''  Black  Laber  anywhere  in  the  U.S.A.  Call  1-800-243-3787.  Void  where  prohibited. 

©  1988  SCHIEFFELIN  &  SOMERSET  CO.  N.Y.,  NY.  JOHNNIE  WALKER  •  BLACK  LABEL*  BLENDED  SCOTCH  WHISKY,  43.4%  Ale/ Vol  (86.8'). 


CANON'S  REVOLUTIONARY  ULTRA 


PRECISION  ENGINEERED  TO  SET  AN  ENTIII 


With  UHQ,  Canon  introduced  an  entirely  new  gen- 
eration of  facsimile  technology.  A  digital  imaging  system 
so  advanced,  it  can  transmit  even  the  most  detailed 
documents,  graphics  or  photographs  in 
an  incredible  64  shades  of  gray 

Now,  we've  made  it  even  easier 
to  improve  your  business  image,  with  a 
full  line  of  UHQ  facsimiles  designed  to 
meet  a  wide  range  of  business  needs. 

Like  the  Canon  FAX-270,  designed  for  businesses 
who  want  a  higher  level  of  performance  and  quality 
without  higher  costs. 

Or  the  FAX-450,  with  an  incredibly  efficient 
9-second*  transmission  speed.  And  tiie  plain  paper  per 


UHQ 
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formance  of  the  FAX-630,with  the  highest  resolution 
available  anywhere  on  plain  paper 

Or  for  businesses  who  need  high  performance 

that's  also  highly  productive,  there's  the 
FAX-705's  powerful  built-in  memory  and 
InstaScan  document  scanning. 

And  all  Canon  UHQ  Facsimiles 
feature  an  exclusive  Error  Correction 
Mode  to  ensure  the  reliability  and  quality  of  the  docu- 
ments you  send.  Plus  automatic  features  that  make 
Canon  UHQ  faxes  as  easy  to  use  as  they  are  advanced. 

Canon  UHQ  Facsimile.  Technology  designed  to 
make  a  clear  difference  in  all  your  business 

communications.  -Based  on  CCITT#1  Test  Chart,  CHT mode. 
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Image  quality  as  reproduced  by  a  Canon  UHQ  unit 


M  QUALITY  FACSIMILE  nCHNOLOGY. 

SW  STANDARD  FOR  IMAGE  QUALITY. 


FAX-705 


FAX-450 


FAX-630 


Canon 

COMMUNKATING  QUALITY 


For  more  information,  call  toll  free  1-800-OK  CANON,  or  wnte  Canon  U.S.A.,  Inc.,  P,0  Box  5210.  Clifton.  N,  J.  07015 


Enioy  easy  emendeo  paynienis  wiri  ihe  Caoon  Credit  Card 
Ask  lor  details  ai  Danopating  Cano*^  dea^s  ana  reiaii^s 
Available  only  in  US      ciseaCaxnUSA  irtc 


Investment  manager: 
Scudder,  Stevens  &  Clark,  Inc. 

Scudder  New  Asia  Fund  is  a  closed-end 
investment  company  seeking  long-term 
capital  appreciation  through  investment 
primarily  in  equity  securities  of  Asian 
companies.  The  Fund's  shares  are  listed 
on  the  New  York  Stock  Exchange. 

For  a  copy  of  the  most  recent  report, 
please  write: 

Scudder  New  Asia  Fund,  Inc. 
c/o  The  Scudder  Funds 
P.O.  Box  9046,  Dept.  160 
Boston,  MA  02205-9046 


SCUDDER 
NEW  ASIA  FUND 


You  can  stay  on  top  of  the  business  news 
in  Europe  with  EUIOBUSJIieSS 

Edited  by  Tim  Hindle,  formerly  business  editor  of  The  Economist, 
Eurobusiness  is  Europe's  only  regional  business  magazine. 
Eurobusiness  gives  you  accurate,  objective  news  in  a  clear,  concise 
format.  An  essential  monthly  briefing  on  who's  buying,  who's 
selling,  and  how  you  will  be  affected. 

Eurobusiness  is  your  monthly  checklist  on  all  37  markets: 

>  analyses  of  business  trends  and  developments 

>  the  latest  infonmation  on  the  EEC  and  COMECON  (CMEA) 

>  updates  on  banking,  finance,  markets  and  investment 
opportunities 

>  and  much,  much  more  . . . 


Find  out  for  yourself  just  how  invaluable  Eurobusiness  is.  Become 
a  charter  subscriber  and  receive  a  full  year  of  monthly  issues  for 
only  $45,  including  shipping  and  handling.  Write  for  further 
information  or  call  collect.  Ask  for  Beth  DeVore. 

P.O.  Box  830430  •  Bimimgham,  AL  35283-0430 
Phone  (205)  )9 1-6925 
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Portillo  's  first  stand,  built  in  1963 
It  had.  no  running  water. 

By  one  estimate,  there  are  some 
4,000  hot  dog  stands  in  the  Chicago 
area  alone,  testament  to  the  fact  that 
the  hot  dog  business  is  characterized 
by  low  margins  and  little  product  dif- 
ferentiation. But  Portillo  doesn't  sell 
just  hot  dogs.  He  sells  fun. 

Portillo  spends  heavily  to  create 
restaurants  with  entertaining,  often 
nostalgic,  themes.  The  Portillo's  out- 
let in  suburban  Downers  Grove,  for 
example,  has  a  tum-of-the-century 
pool  hall  atmosphere.  Another  unit  is 
built  around  an  old  Chicago  street 
scene,  and  another  looks  like  a  glitzy 
Fifties  diner.  Some  of  the  fixtures  are 
expensive  collector's  items,  such  as 
the  vintage  Wurlitzer  jukebox  in- 
stalled in  the  neon-lit  Rolling  Mead- 
ows restaurant.  Portillo's  top-grossing 
restaurant  is  also  his  most  expensive: 
the  $2.2  million  Naperville  unit, 
which  looks  like  an  expensive  lunch- 
room from  the  Thirties  with  an  au- 
thentic tin  ceiling  and  mahogany 
booths.  Last  year  it  produced  $2.5  mil- 
lion in  sales,  nearly  half  again  what 
the  average  Portillo's  grosses. 

"These  are  things  the  average  fast- 
food  company  wouldn't  do,"  says  Por- 
tillo. "But  they're  run  by  accountants, 
not  entrepreneurs." 

How  do  low-margin  hot  dogs  pay 
for  all  these  production  values?  They 
don't.  The  hot  dog  is  practically  a  loss 
leader.  Portillo  makes  a  few  pennies 
on  each  regular  all-beef,  natural-cas- 
ing hot  dog  he  sells  at  $1.29  or  $1.39. 
But  on  the  $3.29  beef-n-cheddar  crois- 
sant, Portillo  makes  $2.47.  All  told, 
high-margin  sandwiches,  fries,  soft 
drinks,  beer  and  wine  bring  in  more 
than  half  of  Portillo's  revenues.  The 
average  tab  at  Portillo's  is  $5.05.  That 
compares  favorably  with  $4  at  Na- 
than's Famous,  a  23-unit  New  York 
hot  dog  chain,  and  with  a  mere  $3.25 
at  Wienerschnitzel,  a  282-imit  west- 
em  operation. 

Like  most  entrepreneurs,  Portillo" 
strives  to  standardize  his  product  and 
pays  attention  to  details.  He  has  com- 
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Seoul  man. 

After  a  while,  the  business  traveler  feels  as 
comfortable  walking  these  streets  as  his  own. 

And  when  you've  reached  thatpoipt,  you've 
also  discovered  the  best  way  to  get  there.  United. 

Fine  meals,  double-feature  films,  a  full 
complement  of  amenities.  It's  the  best  in  inter- 
national travel,  all  served  up  with  Friendly  Skies 
spirit.  Not  to  mention  hefty  Mileage  Plus 
credit  when  you  fly  First  or  Business  Class. 

You  choose  United  to  Seoul.  Because  you 
know  that  traveling  great  distances  is  no  reason 
not  to  feel  right  at  home. 

United.  Rededicated  to  giving  you  the 
senlce  you  deserve. 

Come  fly  the  friendly  skies. 


^ 


A 


f 


Vi 


'*^Vv^>S*'.«^    W^ 


Osaka  •  Hong  Kong  •  Seoul  .  Taipei  •  Sydney  •  M£LBourne  •  Beiiinc  .  Si 


Singapore  •  Manila  •  Bangkok. 


Hitachi's  wide-ranging  automotive  technologies  include  car  audio,  the 
Satellite  Dnve  Information  System  featured  on  Nissan's  CUE-X  concept  car 
and  a  microcomputer  engine  control  system. 
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Automobiles  should  be  more  than  safe,  comfortable 
machines.  They  should  also  be  able  to  communicate 
with  the  world  around  them. 


Recent  advances  in  car  electronics  technol- 
ogy have  been  remarkable.  They've  not  only 
improved  basic  functions  such  as  engine 
control,  they're  now  being  seen  in  man- 
machine  interfaces  providing  more  comfort 
and  operating  ease,  and  even  in  communi- 
cations with  the  surrounding  world.  Down 
the  road  there  are  things  even  more  exciting. 

Hitachi's  scientists  and  engineers  are  at 
work  on  a  Multi  Information  System  using  a 
color  thin  film  transistor  LCD  to  display 
operating  information,  road  maps  and  a 
navigational  system  using  these  maps.  With 
this  system  a  driver  could  obtain  a  variety  of 
driving  information  simply  by  touching  the 
display  screen.  Eventually,  he'll  be  able  to 
issue  verbal  commands  to,  for  instance, 
regulate  the  temperature  within  his  car. 
Hitachi  electronics  and  semiconductor  tech- 
nology can  also  bring  free  communication 
with  the  outside  and  determine  a  car's 


exact  location  through  use  of  Global  Posi- 
tioning System  satellites. 

Hitachi  has  also  developed  a  highly 
acclaimed  hot  wire  air  flow  sensor  used  in 
engine  management.  It  helps  achieve  the 
diametrically  opposed  goals  of  maximum 
power  and  fuel  economy.  And  we've  created 
many  other  superior  products  for  driving 
control,  suspension  control,  air  conditioning 
and  audio. 

We  link  technology  to  human  needs;  and 
believe  that  our  special  knowledge  will 
create  new,  highly  sophisticated  functions 
that  are  also  easy  to  operate.  Our  goal  in 
automotive  electronics  —  and  medicine, 
energy  and  consumer  electronics  as  well  — 
is  to  create  and  put  into  practice  innovations 
that  will  improve  the  quality  of  life  the  world 
around. 


0  HITACHI 


Hitachi,  Ltd.  Tokyo,  Japan 


How  Leaseway  helps  mcyor  auto  manufacturers 
reduce  costs  through  integrated  logistics. 

With  the  continual  need  to  reduce  costs  and  improve  productivity,  auto  manufacturers  are  looking  for  innovative  approaches  to 
integrated  logistics  concepts. 

Case  in  point.  The  inbound  transportation  and  distribution  of  parts  from  auto  suppliers  to  assembly  plants  has  become  very  costly 
and  increasingly  difficult  for  auto  manufacturers  to  manage. 

The  solution.  Working  with  plant  personnel  and  suppliers,  Leaseway  designs  integrated  systems  utilizing  dedicated  orderly  pickup  on 
a  just-in-time  basis.  Production  requirements  are  defined,  and  optimum  routing  and  scheduling  for  the  transportation  of  materials  are 
determined  through  logistical  analysis  and  technology.  Parts  are  consolidated  on 
the  truck  and  timed  to  arrive  when  actually  needed. 
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Shipments  can  be  delivered  directly 
to  the  plant  on  a  single  truck,  through 
a  relay  s>'stem  with  alternating  drivers, 
or  by  an  intermodal  system  involving 
truck  and  rail.  Electronic  data  inter- 
change capabilities  make  it  possible  for  information  to  parallel  the  movement  of  materials. 

The  result.  By  integrating  all  elements  in  the  supply  chain,  auto  manufacturers  can  realize  significant 
cost  savings  and  productivity  improvements. 

Inventory  costs  are  reduced.  So  are  costs  for  premium  freight,  in-plant  storage  space  and  material  handling. 
Productivity  is  improved  through  balanced  trailer  arrival  schedules  and  timely  receipt  of  data  for  each 
inbound  shipment. 

The  conclusion.  In  addition  to  providing  a  full  range  of  transportation  and  distribution  services  for  auto 
manufacturers  such  as  General  Motors,  Ford,  Chrysler,  Mazda,  Toyota,  and  Mercedes-Benz,  Leaseway  also 
works  with  hundreds  of  companies  in  a  variety  of  industries.  If  you're  looking  for  ways  to  reduce  costs  and 
improve  productivity  in  your  business,  we  can  help  with  our  innovative  and  integrated  logistics  concepts. 


Helping  your  business.  Leaseway  will  analyze  your  entire  distribution  system,  or  any  part  of  it.  And  recommend  a 
cost-effective  solution  that's  cu.stom-tailored  to  your  unique  needs. 

To  see  how  a  working  relationship  with  Leaseway  can  help  make  vour  business  more  cost-effective,  call  Charles  B.  Lounsbury, 
Senior  VR  at  1-800-428-0042.  In  Ohio,  1-800-428-0028.  Or  write  ' 
Leaseway  Transportation,  3700  Park  East  Drive,  Cleveland,  OH 
Call  1-800-428-0042. 


^^  Leaseway 

^Mjf    Transporlation. 

Leaseway  Transportation  is  a  group  ol  companies  pro .  ding  high- 
quality,  cost-eftective.  physical  dislribullon  services  \u  manutecturere. 
distributors,  and  retailers 
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posed  a  thick  operations  manual  that 
covers  everything  h:om  how  to  wash 
pots — "1)  Wear  rubber  gloves,  and  2) 
Turn  hot  water  ON" — to  how  to  han- 
dle customer  complaints — "Say,  'I'm 
sorry  about  that.  Let  me  correct  that 
for  you.' " 

The  preoccupation  with  orderliness 
also  bespeaks  the  obstacles  Portillo 
has  overcome.  The  son  of  an  insur- 
ance salesman,  Portillo  was  a  tough 
projects  kid  who  graduated  from  high 
school  into  the  Marines.  He  never 
went  to  college.  In  1963  he  put  his 
savings,  $1,100,  into  that  first  stand; 
his  older  brother  Frank,  now  co-own- 
er of  the  160-unit  Brown's  Chicken 
chain  in  the  Midwest  and  Florida,  in- 
vested a  like  amount,  but  their  part- 
nership dissolved  within  months. 

The  years  that  followed  Portillo  de- 
scribes as  "a  frustrating,  frightening 

Portillo  pays  attention  to 
details.  He  has  composed  a 
thick  operations  manual 
that  covers  everything  from 
how  to  wash  pots — "1)  Wear 
rubber  gloves,  and  2)  Turn 
hot  water  ON"— to  how  to 
handle  customer  complaints 
— "Say,  'I'm  sorry  about 
that.  Let  me  correct  it.*  '* 

time."  He  and  his  wife  Sharon  worked 
long  hours,  bringing  home  dirty  pots 
and  pans  to  wash  in  the  bathtub  at 
night.  Bills  went  unpaid.  The  family 
moved  to  save  $5  a  month  on  rent. 

But  the  food  improved,  and  sales 
doubled  each  year.  In  1967  he  replaced 
the  ftrst  trailer  with  a  larger  one,  us- 
ing profits  and  a  $2,500  interest-free 
loan  from  real  estate  investor  Harold 
Reskin,  the  owner  of  the  shopping 
center  where  the  trailer  was  situated. 
In  1969  and  1970  Reskin,  who  saw  in 
Portillo  a  hardworking  young  man 
"with  an  honest  face,"  built  the  first 
and  second  Portillo's,  small  struc- 
tures with  covmters  but  no  seating. 

After  that,  getting  bank  loans  was 
comparatively  easy.  But  Portillo  faced 
another  kind  of  adversity:  heavy 
drinking,  five  packs  of  cigarettes  a  day 
and  frequent  trips  to  Las  Vegas. 
"Stress  really  got  the  best  of  me,"  he 
says.  When  he  finally  realized  the 
drinking  and  gambling  hurt  his  health 
and  threatened  his  business  and  fam- 
ily, Portillo  abruptly  cleaned  up  his 
act.  He  started  jogging.  In  1982  he  ran 
his  first  marathon  and  has  run  eight 
more  since. 

What's  the  key  to  the  success  of 
Dick  Portillo's  commercial  and  per- 
sonal lives?  He  replies:  "I  worked  my 
behind  off."  ■ 


Dance  ITU 

atop  //  . 

Rocke-         "    t 
feller  Center 
at  the  Rainbow 
Room  I  Dine  on 
French  food,  or 
Mexican,   Italian, 
Russian,   Indian, 
Thai,  Spanish,  Chi- 
nese, Vietnamese, 
Cantonese,  Soul,  Ca- 
jun,  German,   Brazil- 
ian,  Irish,   Kosher  or 
Caribbean,  or  anything  else 
I  Hear  old  favorites  in  a  pi- 
ano bar  or  cabaret  I  Hear  a 
recital  at  Carnegie  Hall  I 
See  an  opera  at  the  Met  I 
Stroll  through  Greenwich 
Village  I  Watch  a  ballet  at 
Lincoln  Center  I  Dance  at 
the  Palladium  I  Catch  an 
exciting  sports  event  I  Re- 
live the  past  at  El  Morocco  I 
Watch  amateur  night  at  the 
Apollo  I  See  Les  Miserables 
on  Broadway  I  Or  Phan- 
tom of  the  Opera  I  Or  A 
Chorus  Line  I  Or  Starlight 
Express,  or  Me  and  My  Girl, 
or  Cats,  or  one  of  over  fyMO 
hundred  other  on-  and  off- 
Broadway  shows  I  Sip  a 
cappuccino  in  Little  Italy  I 
Walk  along  the  Promenade 
at  Battery  Park  and  watch 
the  Statue  of  Liberty  light  up 
I  Browse  through  Tower 
Records,  the  world's  largest 
record  store  I  Notice  the 
neon  in  Times  Square  I  Go 
club-hopping  in  Tribeca  I 
Feast  on  the  view  of  Man- 
hattan from  the  River  Cafe 
in  Brooklyn  I  Listen  to  jazz 
at  the  Village  Vanguard  I 
Sing  your  favorite  song  at 
the  Five  Oaks  I  Take  in 
Latin  night  at  the  Copaca- 
bana  I  Have  a  late  supper 
at  Cafe  Luxembourg  I  Or 
an  early  breakfast  af  the 
Empire  Diner  I   Watch 
what's  new  at  the  Brooklyn 
Academy  of  Music  I  Catch 
an  up-and-coming  comic  at 
Catch  a  Rising  Star  I  Take  a 
helicopter  ride  over  the  East 
River  and  see  the  skyline 
I  Next,  go  and  see  the... 


1-800-1  LOVE  NY,  EXT.  930 


Please  send  me  the  I  LOVE  NEW  YORK 
CITY  VISITORS  GUIDE  AND  fAAP 

Write;  NYS  Dept.  of  Economic  Development, 
P.O.  Box  490,  Latham,  N.Y.  12110 

or  call  us  at  1-800-1  LOVE  NY,  Ext.  930 


_Apr._ 


_ZipCode_ 
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A  Safety  Pin 
IsN  T  A  Big  Thing 

Until 

Ydu  Need  One. 
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Sometimes  the  success  of  a  business  trip  or  social  event  hangs 


LO 


^  by  a  thread. 

<  And  nobody  knows  that  better  than  the  doorman  of  one  of  our 
^                             Sheraton  hotels  in  Los  Angeles. 

o  He's  seen  fallen  hems  plunge  the  most  confident  executives  into 

the  depths  of  despair 
'*■  Broken  zippers  make  the  most  intrepid  leaders  of  industry  lose 

z  their  grip. 

"^  And  missing  buttons  and  open  seams  take  the  glitter  out  of 

5  countless  gala  evenings. 

^  That's  why  he  always  keeps  a  supply  of  safety  pins  tucked  behind 

o  his  lapel. 

z  This  instant  tailoring  and  repair  service  certainly  isn't  one  of  his 

X  "official"  duties.  But  it  is  a  reflection  of  how  much  he  and  his  fellow 

■-  Sheraton  employees  care  about  our  guests. 

Whether  you  want  a  document  typed  late  at  night  or  simply 
^  another  cup  of  coffee  in  the  morning,  there  are  Sheraton  people  ready 

^  to  go  that  extra  step  to  help  meet  your  needs. 

Because  even  though  we're  a  woridv^ide  hotel  group  with  nearly 
z  500  hotels  in  58  countries,  there's  one  thing  a  Sheraton  employee  never 

o  forgets:  when  it  comes  to  our  guests,  little  things  mean  a  lot.      /^^| 

<  Call  Sheraton  at  800-325-3535.  ^-W^. 

Or  call  your  travel  agent.  ShPr0.fOri 

^  The  hospitality  people  of 
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Phis  taie  story  took  place  at  the  Sheraton  Grande  Hotel.  Los  Angeles.  California.  ©  1988  The  Sheraton  Corporation. 
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Many  major  banks  are  in  trouble.  Security 
Pacific  most  emphatically  is  not  one. 


Dancing  through 
the  raindrops 


By  Edwin  A.  Finn  Jr. 


WHILE  OTHER  BIG  BANKS  have 
Staggered  from  one  earnings- 
sapping  debacle  to  the  next  in 
the  1980s,  Security  Pacific  Corp.  of 
Los  Angeles  has  profitably  swelled 
from  $20  billion  in  assets  to  nearly 


$80  billion.  It  gobbled  up  banks  in 
Washington  State,  Oregon  and  Arizo- 
na, bought  into  stock  brokerages  in 
Canada  and  London,  spent  millions  to 
develop  foreign  exchange  and  bond 
trading  offices  in  Nev^  York,  London 
and  Tokyo. 
Today  Security  Pacific  ranks  as  the 
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Secunn  rcictjic  Coip  (Jxiinmai  Ruhard  I  Uwisoii  III 
After  a  decade  of  rapid  expaiviion,  time  to  cut  costs. 


sixth-largest  U.S.  bank,  in  assets,  up 
from  tenth  a  decade  ago.  In  the  stock 
market,  it  ranks  even  higher,  with  a 
market  value  of  $4.1  billion,  behind 
only  Citicorp  ($7.9  billion)  and  J.P. 
Morgan  &  Co.  ($6.3  billion).  From  a 
postcrash  low  of  23 'A,  Security  Paci- 
fic's stock  has  moved  up  to  a  recent  37. 
But,  after  nearly  a  decade  of  rapid 
expansion.  Security  Pacific  in  the  past 
year  has  begun  to  focus  on  cost-cut- 
ting, improvements  in  worker  pro- 
ductivity and  boosting  earnings.  Al- 
ready, the  new  effort  is  bearing  fruit. 
Earnings  are  up  30%,  to  $469.4  mil- 
lion— $4.13  a  share — for  the  first  nine 
months  of  this  year.  The  growth  in 
overhead  expenses  has  been  kept  to 
5%,  down  from  20%  in  previous 
years.  Security  Pacific's  return  on  as- 
sets, about  average  for  the  industry, 
has  risen  to  0.83%  so  far  this  year. 

Richard  Flamson  HI,  59,  Security 
Pacific's  chairman  for  the  last  eight 
years,  wants  to  avoid  the  lending  fads 
that  got  so  many  competitors  into 
trouble.  While  other  major  U.S.  banks 
labor  under  a  heavy  load  of  Latin  debt. 
Security  Pacific  has  managed  to  re- 
duce its  loans  to  developing 
countries,  mainly  in  Latin 
America,  by  more  than  half, 
to  about  $900  million.  That's 
a  mere  1.7%  of  its  total  loan 
portfolio.  And  even  against 
the  $900  million,  the  compa- 
ny holds  $560  million  in  re- 
serves. Says  Flamson,  "For 
us,  Latin  debt  is  yesterday's 
news." 

Today's  news  is  the  lever- 
aged buyout  wave  sweeping 
America.  Overall,  Security 
Pacific  Corp.  is  involved  in 
roughly  200  deals,  each  with 
an  average  exposure  of  only 
S14  million.  Says  Flamson  of 
the  bank's  deliberately  low 
profile,  "Sure,  we  decided 
that  we  wanted  to  play,  but 
not  so  hard  that  we  get 
killed." 

Keeping  Security  Pacific 
healthy  and  growing,  howev- 
er, IS  going  to  be  as  tough  a 
job  as  getting  it  there  in  the 
first  place.  Today  the  bank 
sees  its  growth  coming  from 
traditional  lending  to  retail 
customers  and  medium-size 
businesses.  And  here  it  faces 
challenges.  In  1991  Citicorp, 
Chase  and  other  out-of-state 
banks  will  be  allowed  to  buy 
banks  in  California.  Jerry 
Grundhofer,  a  onetime  exec- 
utive vice  president  in  charge 
of  retail  branches  at  rival 
Wells   Fargo,   runs   Security 


130 


FORBES,  DECEMBER  12,  1988 


^*v 


Born 


.nother  Jaguar  Classic 
'he  XJ-S  Convertible 


^itk^ 


r  more  than  a  half-century, 
en  two-seater  Jaguars,  like 
( innovative  XK-120  road- 
T,  have  represented  the 
sence  of  speed,  grace  and 
arting  style.  Today,  this 
guar  tradition  continues  in 
!  new  XJ-S  convertible. 
Built  entirely  by  Jaguar, 
!  1989  S-type  convertible 


combines  all  the  exhilaration 
of  true  top-down  motoring 
with  Jaguar  standards  of  per- 
formance and  luxury. 

Designed  with  the  aid  of 
sophisticated  computer  pro- 
gramming, the  new  S-type 
convertible  body  and  chassis 
possess  a  degree  of  structural 
integrity  rarely  found  in  an 


•r_  _ 


m*i 


open  motorcar. 

Equally  rare  is  the  silence 
and  smoothness  of  Jaguar's 
fuel-injected,  overhead  cam 
V-12.  With  262  horsepower, 
it  is  also  one  of  the  world's 
most  potent  production 
engines.  Modified  for  racing, 
in  1988  it  powered  Jaguar  to 
victory  in  the  world's  toughest 
24-hour  races— Daytona 
and  Le  Mans. 

The  XJ-S  convertible 
moves  with  the  uncommon 
agility  and  confidence  of 
Jaguar's  four-wheel  indepen- 
dent suspension.  It  stops  with 
the  authority  of  one  of  the 
most  advanced  anti-lock 
(ABS)  braking  systems. 

A  car  for  all  seasons,  its 
beautifully  tailored  power  top 
glides  up  or  down  in  as  little 
as  12  seconds.  The  top  is  lux- 
uriously padded,  fully  lined 
and  incorporates  a  heated 
glass  rear  window.  Inside,  the 
XJ-S  climate  control  system 
automatically  regulates  heat- 
ing and  air  conditioning.  Its 
new  sports-contoured  seats 


incorporate  power-variable 
lumbar  support  and  electric 
heating  elements. 

The  XJ-S  convertible  is 
new  for  1989.  Yet,  it  is  classi- 
cally Jaguar.  Sleek,  swift  and 
sensuous,  it  surrounds  the 
driver  and  passenger  with  the 
handcrafted  elegance  of  pol- 
ished wood  and  the  rich 
scent  and  feel  of  supple 
leather. 

To  experience  the  XJ-S 
convertible,  and  for  informa- 
tion on  Jaguar's  extensive 
three-year/36,000-mile  war- 
ranty, see  your  dealer.  He  can 
provide  details  on  this  limited 
warranty,  applicable  in  the 
USA  and  Canada,  and  on 
Jaguar's  uniquely  compre- 
hensive Service-On-Site^^ 
Roadside  Assistance  Plan. 
For  your  nearest  dealer,  call 
toll-free:  1-800-4-JAGUAR. 
Jaguar  Cars  Inc.,  Leonia,  NJ 

ENJOY  TOMORROW. 
BUCKLE  UP  TODAY. 

JAGUAR  XJ-S 


HowDoesTTie  CFO 
Of  Porsche  StayAhead  Of 


The  Competition? 


w  1988  AT&T 


t> 


^^^ 


^^^^ 


With  the  high-performance  network 
of  AT&T.  From  more  phones  worldwide, 
AT&T  speeds  your  calls  through  in 
seconds.  Business  or  pleasure.  Calling 
home  or  calling  clients,  the  advanced 
technology  of  AT&T  makes  it  so  easy  to 
get  where  you  want  to  be. 

Which  is  why  people  on  the  fast 
track  wouldn't  hit  the  road  with  anything 
less  than  AT&T. 


AT&T 

The  right  choice. 


IN  BANKING." 
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•  *  l^^     BUT  NOT  GOOD  ENOUGH/;    ^^^^^ 

.GOOD...  BUT  r.  ^,^^^^,^,,,  J, Corporunon 


Last  year  our  net  income  set 
another  record,  the  1 1th  record- 
breaking  year  in  a  row  for  the 
Hungry  Bankers. 

Standard  &  Poor's  upgraded 
our  debt  (one  of  only  21  banks  so 
recognized.)  Salomon  Brothers 
ranked  us  third  in  overall  perfor- 
mance. Smith  Barney  gave  us 
their  Bank  Performance  Review 
Gold  Medal  Award. 

Coming  after  a  solid  decade 
of  consistently  outstanding  per- 


formances, even  we  Hungry 
Bankers  were  pleased.  Our  chair- 
man wanted  more. 

A  tough  act  to  follow,  but  we 
did  it.  When  the  curtain  came 
down  on  the  rirst  nine  months  of 
1988,  our  net  income  set  yet 
another  record,  iS163.4  million. 
Return  on  average  equity,  17.80%. 
Return  on  average  assets,  a  very 
healthy  1.19%.  We  raised  the 
quarterly  dividend  by  11%,  the 
ele\'enth  consecutive  year  of 


mcreases. 

"Finally"  we  thought,  "now 
even  our  chairman  can  sit  back 
and  relax ..." 

We  never  learn. 

MipLAismc 

TheSupiT-Rc^omd 
m)ft/iw(/t(/m^. 

MitiUintu  Hanks  and  Qmtxnental  Bancorp  art 
members  ofMuJlanrif  Corporation. 


Pacific's  560  retail  branches.  His  job  is 
to  strengthen  Security  Pacific  in  retail 
lending  and  deposit  gathering  so  that 
future  interlopers  will  have  a  hard 
time  getting  a  foothold. 

To  get  his  staff  to  hustle,  Grund- 
hofer  pays  according  to  performance. 
To  insure  prompt,  courteous  service. 
Security  Pacific  has  begun  paying  un- 
usual quarterly  bonuses  of  $7,000  on 
average  to  branches  that  keep  waiting 
lines  short  and  customers  happy.  The 
bonus  is  then  distributed  by  the  man- 
ager to  branch  workers  as  he  sees  fit. 

Security  Pacific  branch  managers 
with  as  few  as  ten  people  under  them 
can  also  earn  annual  bonuses  of  over 
$100,000  based  on  increases  in  depos- 
its and  loans  at  their  branches.  To 
prevent  the  helter-skelter  issuance  of 
bad  loans  a  la  Penn  Square,  loan  appli- 
cations must  be  okayed  by  one  of  a 
handful  of  Security  Pacific  credit  ap- 
proval offices  throughout  California. 

So  far,  results  are  impressive.  Earn- 
ings from  Security  Pacific's  retail  op- 
erations in  California  were  up  74%,  to 
$161.9  million,  for  the  first  nine 
months  of  this  year.  Retail  deposits 
are  growing  at  an  annualized  rate  of 
6% .  Retail  credit  lines  have  increased 
12.4%,  as  against  an  overall  market 
increase  of  only  5%. 

One  of  the  toughest  jobs  at  Security 
Pacific  today  belongs  to  David  Love- 


joy,  40,  head  of  merchant  banking.  In 
the  last  several  years  Security  Pacific 
has  spent  an  obviously  excessive  $500 
million  to  get  into  New  York-,  Tokyo- 
and  London-based  bond  and  foreign 
exchange  trading,  and  to  Lovejoy  has 
now  fallen  the  thankless  task  of  par- 
ing back.  Some  12%  of  his  10,000- 
strong  staff  will  be  let  go  by  year-end, 
and  Lovejoy  seems  intent  on  serving 

"Nothing  is  forever  in  this 
business.  If  you  think  the 
horse  you're  riding  now  is 
going  to  be  the  same  horse 
you  will  be  riding  in  ten 
years,  you're  crazy.  The 
name  cfthe  game  is  being 
awake  enough  to  change 
with  the  times." 

the  bond  and  foreign  exchange  needs 
of  the  bank's  existing  customers  as 
much  as  chasing  new  business. 

The  bank  is  also  eager  to  get  into 
the  underwriting  of  securities  for  its 
customers.  And  if  the  Federal  Reserve 
considers  granting  some  limited  ex- 
emptions to  the  Glass-Steagall  Act 
next  year,  Security  Pacific  could  tap 
the  market  for  midsize  companies  in 
the  western  U.S.  eager  to  raise  funds 
directly  through  the  bond  market  or 
private  placements. 


If  Security  Pacific's  middle-market 
customers  do  move  away  from  tradi- 
tional commercial  loans — as  Ameri- 
ca's largest  companies  have  already 
done — the  California  giant  doesn't 
want  to  surrender  them  to  the  likes  of 
Drexel  Bumham,  Shearson  or  Merrill 
Lynch.  Says  merchant  banking  head 
Lovejoy,  "Serving  these  middle-mar- 
ket companies  is  our  birthright,  and 
we  don't  want  to  give  it  up." 

Security  Pacific  is  well  positioned 
to  underwrite  offerings  because  it  al- 
ready has  a  distribution  network  in 
place.  The  bank  acts  as  a  short-term 
money  broker,  lending  Wall  Street 
brokerages  money  and  then  selling 
the  notes  to  insurance  companies, 
pension  funds  and  corporations.  Secu- 
rity Pacific  ranks  as  the  nation's  larg- 
est such  reseller,  with  about  $360  bil- 
lion in  business  so  far  this  year,  most- 
ly on  an  overnight  basis. 

Chairman  Flamson  knows  full  well 
that  it  is  as  hard  to  keep  momentum 
going  as  it  is  to  achieve  it  in  the  first 
place — a  healthy  attitude.  Says  he: 
"Nothing  is  forever  in  this  business.  If 
you  think  the  horse  you're  riding  now 
is  going  to  be  the  same  horse  you  will 
be  riding  in  ten  years,  you're  crazy. 
The  name  of  the  game  is  being  awake 
enough  to  change  with  the  times." 
Judging  from  the  record.  Security  Pa- 
cific needs  no  alarm  clock.  ■ 


OurW1nter\Acation  Borders 
OnTHe  Spectacular. 


Join  us  for  a  vacation  next  to 
none.  Y)u  11  enjoy  three  miles 
of  bright,  white  beach.  Play  a 
round  of  golf.  Play  around  the 
pool  and  tennis  courts.  Try 
your  hand  at  sailing  or  wind- 
surfing. Go  deep-sea  or  fresh- 
water fishing.  Then  retreat  to 
the  lobby  for  afternoon  tea. 
Or  perhaps  something  more 
spirited.  IM  have  fabulous 
restaurants  to  choose  fiom. 
An  enteriaining  nightclub. 
Spacious  rooms.  And  a  most 
gracious  staff.  For  reservations 

call  81 3-598-3300  or 
800-241-3333.  And  leave 
winter  for  good. 


The  Ritz-Carlton 

Naples 
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Nature  exposes  aircraft  to 
extreme  conditions.  For  example, 
on  the  ground  in  Las  Vegas  the 
temperature  can  rise  to  115 '  F. 

While  at  40,000  feet  -65  ''F 
is  the  rule  rather  than  the  excep- 
tion. 


In  service,  a  plane  can  be 
bombarded  by  ultraviolet  rays, 
while  a  few  hours  later  it  can  be 
riding  out  a  snow  storm. 

Or  a  cloud  burst.  Or  a  flurry 
of  hail. 

The  skin  of  aircraft  must  be 


capable  of  withstanding  such 
treatment. 

And  it  can thanks  to  the 

polyurethane  paint  developed  by 
Akzo;  a  surface  finish  which  not 
only  filters  out  ultra-violet  rays, 
but  is  also  immune  to  any 


change  in  temperature  a 
sunlight. 

The  finish  doesn't  disc 
crack,  or  peel.  In  fact,  it  ai 
protects. 

Lightning  can't  scratd 
shrugs  off  rain,  hail,  anti1< 


I 


lulic  oil  and  fuel, 
s  we  mentioned,  this  ad- 
id  coating  was  developed  by 
,  one  of  the  world's  largest 
ical  companies,  employing 
70,000  people  in  50  coun- 
and  active  in  tbe  fields  of 


chemicals,  fibers,  coatings  and 
health-care  products. 

Akzo  invests  millions  of  dol- 
lars in  research  projects  each 
year 

When  you  add  to  this  the 
dedication  of  the  Akzo  people 


and  the  use  of  advanced  techno- 
logy, the  result  is  often  inno- 
vations which  can  overcome  the 
toughest  tests  of  nature. 

For  more  information  call, 
Akzo  New  York:  (212)  382-5544. 


AKZQ 


Why  dont  the  enforcers  do  something  to 
make  the  market  safe  for  small  investors? 
Maybe  they'd  only  make  matters  worse. 

Mr.  Grundfest 
dissents 


By  William  Baldwin 


Tl  HE  SMALL  INVESTOR,  SUSpiciOUS 
and  frightened,  is  deserting 
stocks.  Everyone  searches  for  a 
scapegoat.  Former  Merrill  Lynch  chief 
Donald  Regan  reportedly  calls  the 
markets  "rigged."  Discount  broker 
Charles  Schwab  wants  to  outlaw  pro- 
gram trading.  Seemingly  every  month 
yet  another  case  of  market  ma- 
nipulation or  insider  trading 
comes  to  light. 

In  such  circumstances,  the 
pressure  on  the  Securities  &  Ex- 
change Commission  from  a  new 
Administration  and  a  new  Con- 
gress will  be  to  do  something. 
Anything.  The  stage  is  set  for 
some  ill-thought-out  and  proba- 
bly wronghcaded  new  forms  of 
government  regulation. 

Opposing  the  interventionist 
trend  is  the  sometimes  lone- 
some voice  of  Joseph  Grundfest, 
a  lawyer  and  economist  who 
brings  to  regulatory  Washington 
the  comparatively  radical  no- 
tion that  the  marketplace 
works.  At  37,  he  is  the  youngest 
of  four  SEC  commissioners  (a 
fifth  seat  is  vacant)  and  has  an- 
other two  years  before  his  term 
expires.  

There  have  been  proposals  to  raise 
the  15%  margin  on  stock  futures,  to 
ban  program  trading  and  to  transfer 
authority  over  stock  futures  from 
commodity  regulators  to  the  SEC. 
Grundfest  is  against  them  all.  He  sees 
only  one  silver  lining  to  the  threaten- 
ing cloud  of  regulation.  Says  he:  "The 
good  news  is  the  government  has 
done  very  little  since  the  crash." 

One  of  Grundfest's  dissents  this 
year  was  from  a  decision  punishing 
E.F.  Hutton  for  filling  an  in-house  sell 
order  ahead  of  a  customer's  order.  Hii 


view:  Maybe  the  markets  would  work 
better  if  we  gave  investors  and  brokers 
more  freedom  to  set  their  own  terms 
for  the  handling  of  limit  orders.  (In 
this  case,  the  investor  evidently  knew 
exactly  how  the  trade  would  be  han- 
dled.) In  dissenting  from  an  SEC  rule 
permitting  the  halting  of  trading  in  a 
stock  the  subject  of  a  takeover  an- 
nouncement,  Grundfest   said,    "You 


.S7:(,  CimuniSAioiKT Joii'ph  Grundfest 
Innovation  beats  regulation. 


don't  protect  small  investors  by  disad- 
vantaging the  larger  ones." 

Before  firing  off  a  letter  to  your  con- 
gressman demanding  tighter  regula- 
tion of  the  marketplace,  listen  to 
Grundfest's  reasoning.  He's  not  in  fa- 
vor of  leaving  small  investors  exposed 
to  the  elements,  only  in  favor  of  giv- 
ing them  a  little  more  encouragement 
to  look  out  for  their  own  interests. 

A  case  in  point  is  the  notion  that 
arbitragers  can  stomp  all  over  people 
trying  to  trade  individual  stocks. 
True,  if  the  S&.P  500  future  is  trading 


at  a  discount  to  the  spot  price  of  the 
index,  stocks  in  the  S&P  500  will  be 
under  selling  pressure,  as  arbitragers 
buy  the  future  and  short  the  stocks. 
What  to  do?  One  response  is  to  outlaw 
the  technology  that  makes  the  arbi- 
trage possible,  namely,  bulk  trading 
by  computer.  The  other  response  is  to 
arm  the  individual  investor  with  a 
little  common  sense.  For  instance,  if 
you  are  looking  to  buy  General  Elec- 
tric, currently  quoted  at  4378  bid  to  44 
offer,  and  your  broker  warns  that  the 
S&P  500  future  is  trading  at  a  stiff 
discount,  then  put  in  a  limit  order, 
perhaps  at  43  Vi.  Let  the  arbitragers 
swarm  in.  You  won't  get  the  stock 
right  away,  but  you  will  probably  get 
it  a  bit  cheaper.  Alternatively,  simply 
don't  place  buy  orders  when  stock 
futures  are  at  a  discount. 

Far  from  outlawing  program  trad- 
ing, Grundfest  would  like  to  see  more 
of  it.  Why  not  create  an  instrument 
that  would  allow  one  institution  to 
buy  a  $100  million  basket  of  large 
stocks  and  another  to  sell  it?  That 
would  take  some  of  the  pressure  off 
the  futures  pits — and  some  of  the 
wind  out  of  the  arbitragers'  sails.  Says 
he:  "The  future  lies  in  innovation 
rather  than  regulation."  Does 
innovation  hurt  small  inves- 
tors? Not  if  they  learn  to  live 
with  it.  Indeed,  three  exchanges 
have  submitted  proposals  to 
trade  retail-size  products  that 
will  act  as  baskets  of  stocks. 
Then  individuals  as  well  as  pen- 
sion funds  can  make  allocation 
decisions  cheaply. 

The  popular  resentment 
against  computers  is  not  hard  to 
explain.  "There  are  a  lot  of  peo- 
ple who  wish  for  the  good  old 
days  when  there  was  none  of 
this  fancy  stuff,"  says  Grund- 
fest. "If  they  don't  use  it  and 
don't  understand  it,  they'd  be 
happy  to  shut  it  down." 

When  something  goes  wrong, 
practitioners  of  the  new  and  the 
misunderstood  are  blamed. 
Short-sellers  were   blamed  for 

the  1929  crash.  Program  traders 

were  blamed  in  1987. 

But  do  derivative  instruments  in- 
crease volatility,  as  popularly  sup- 
posed? "I  haven't  seen  the  evidence 
for  that  yet,"  says  Grundfest.  On  the 
contrary,  a  study  in  the  January-Feb- 
ruary liiumcial  Analysts Jountal  shows 
that  futures  trading  appears  to  reduce 
volatility  somewhat,  not  increase  it. 
Would  higher  margins  for  specula- 
tors reduce  the  likelihood  of  a  crash? 
Grundfest  doubts  it.  Indeed,  in  the 
1987  crash  speculators  were  buyers  of 
stock  futures;  pension  funds,  not  af- 
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51988  Peugeot  Motors  of  America,  Inc.    *Subject  to  the  rules  and  regulations  of  i 


F  YOUR  CAR  BREAKS  DOWN  HERE, 

FENDENG  A  MECHAMC  IS 
THE  LEASTOF  ¥OUR  PROBLEMS. 

or  an  automobile,  no  place  on  earth  is  more  dangerous  than  the  African  continent.  Here,  roads  are  its  natural 

mies  and  mechanics  are  a  rare  breed. 

et,  in  this  hostile  environment,  Peugeots  are  roaming  everywhere.  In  fact,  over  the  past  ten  years,  Peugeot 

sold  more  cars  in  Africa  than  any  other  carmaker.  Why?  Because  a  Peugeot  is  built  to  survive. 

very  Peugeot^s  chassis  and  body  frame  are  combined  into  a  single,  immensely  strong,  ratde-free  cage  by 

3ts  that  flawlessly  perform  spot  welding  and  eliminate  the  chance  of  human  error.  Its  body  parts  are  protected 

I  one  of  the  most  advanced  anti-corrosion  treatments  in  the  industry. 

nd  more  brutal  than  anything  it  will  encounter  in  the  jungle  are  the  test  regimens  a  Peugeot  undergoes  at 

factory.  A  sample  clutch  is  operated  1  million  times;  a  sample  production-line  model  is  tested  during  tens 

lousands  of  miles  over  every  conceivable  road  surface;  and,  to  ensure  its  also  one  of  the  most  reUable  cars 

lie  civihzed  world,  U.S.  bound  1989  Peugeots  are  sent  to  a  special  center  for  additional  testing.  The  restyled 

?  Peugeot  505  offers  you  a  5-year/50,000-mile  powertrain  limited  warranty  and,  because  you  can't  be  too 

protected,  the  most  comprehensive  roadside  assistance  plan  available:  (®)? 

you  need  a  car  you  can  rely  on,  you  should  consider  driving  a  Peugeot.  Unless,  of  course,  you  like  to 

dangerously.  For  the  name  of  the  Peugeot  dealer  nearest  you,  ^^1 

1-800-447-2882.  ^j 


NOTHING    ELSE    FEELS    LIKE    IT 


When  the  Class  of  ^96  wanted 
and  communications  workea 


Recently,  a  group  of  curious  third  graders 
visited  NEC.  We  showed  them  what  we've 
shown  thousands  of  curious  executives— that 
in  today's  business  world,  increased  produc- 
tivity starts  with  a  concept  called  C&C. 
Computers  and  Communications  working 
together.  C&C  is  an  effective  soluti(^n  for  the 
managing  and  moving  of  information. 

^StC    Computers  and  Communications 


\\ 


In  your  office,  C&C  means  quality  NEC  i 
products  such  as  advanced  personal  com- 
puters, digital  telephones,  and  high-speed 
facsimile  terminals,  all  working  together 
through  a  powerful  Information  Management 
System  (IMS). 

For  your  corporation,  it  means  local  and 
wide  area  networks,  using  NEC  technology  to 


0  learn  how  computers 
ogether,  NEC  showed  them* 


rry  voice,  data,  text  and  image  information 
ound  a  building.  Or  around  the  world. 

Today,  NEC  has  an  impressive  record  of 
Iving  complicated  networking  problems  for 
>mpanies  of  all  sizes.  Whether  it's  creating 
.)ur  first  system,  or  adding  to  an  existing  one, 
^'re  with  you  every  step  of  the  way. 

If  you'd  like  to  learn  how  Computers  and 


Communications  can  work  together  for  your 
business,  please  write  or  call: 


NEC  America,  Inc.,  Corporate  Marketing, 

8  Old  Sod  Farm  Road,  Melville, 

New  York,  11747 

Telephone: 

1'800'338'9549 


NEC 


Ibday,  21  million 
American  smoker  swill 

go  out  to  eat. 

That's  a  mariffit  you  can 

sinkyour  teeth  into! 


IN<^T  America's  smokers  love  to  go  to 
restaurants.  Tiiey  do  so  witti  great 
trequency.  Ttieir  tastes  in  food  span 
_V_J  the  globe—  American,  Italian, 
Chinese,  French,  Japanese  and  Mexican 
cuisines.   America's  smokers  feed  this 
country's  food  service  industry. 

The  American  Smoker- 
aneconomittbrce. 


PHIUP  MORRIS 


Presented  by  Philip  Morris  Magazine  in  the  interest  of  America's  55.8  million  smokers. 

Source  The  Roper  Organization 


fected  by  margin  rules,  were  doing  the 
selling.  Had  higher  margins  for  stock 
hatures  been  in  place  then,  the  crash 
might  well  have  been  worse. 

Such  views  often  put  Grundfest  at 
odds  with  the  SEC  chairman,  David 
Ruder,  a  Republican  who  believes  in 
regulation.  But  Grundfest  is  no  inef- 
fectual ideologue.  He  pushed  for  and 
won  a  commission  majority  in  favor 
of  making  it  easier  for  corporate  dis- 
senters waging  proxy  battles  to  court 
institutional  votes.  He  was  behind  an- 
other SEC  move  relaxing  the  rules  on 
private  placements,  on  the  theory 
that  big  investors  don't  need  a  nanny. 
"We're  trying  to  clear  away  a  lot  of 
the  barnacles  that  have  built  up  in  the 
regulatory  process,"  he  says. 

Not  that  Grundfest  thinks  every- 
thing is  rosy.  He  is  appalled  at  the 
volume  of  new  closed-end  funds  peo- 

"We're  not  in  the  business 
of  telliMig  people  what  to  buy. 
We're  in  the  business  of 
making  sure  that  investors 
havefuU  istformation." 

pie  are  buying  at  a  premium  over  their 
asset  value.  "The  evidence  strongly 
suggests  that  if  you  buy  a  closed-end 
in  the  initial  public  offering  you're 
going  to  lose  money,  because  the  fund 
will  go  to  a  discount,"  he  says.  But 
he's  not  about  to  propose  outlawing 
them.  He  just  wants  to  see  investors 
use  their  heads  rather  than  relying  on 
old  Uncle  to  protect  them. 

Too  often,  in  the  name  of  "protec- 
ting" investors,  the  regulators  deprive 
investors  of  opportunity.  Over  the 
years  a  number  of  states  have  banned 
offerings  of  securities  deemed  unsuit- 
able for  their  residents.  State  "merit" 
review  has,  since  1973,  kept  from 
some  investors  such  subsequent  win- 
ners as  Reuters  Holdings,  Reebok,  Ap- 
ple Computer,  the  Nicholas  Fund, 
Mutual  Shares  and  the  Value  Line  Le- 
veraged Growth  Investors  fund. 
Grundfest  thinks  this  is  wrong. 

"We're  not  in  the  business  of  telling 
people  what  to  buy  and  what  to  sell, 
how  much  to  pay  and  how  much  to 
charge,"  Grundfest  says.  "We're  in 
the  business  of  making  sure  that  in- 
vestors have  full,  adequate  and  honest 
information.  Do  I  see  lots  of  invest- 
ments out  there  that  personally  I 
would  never  make?  You  bet.  But 
would  my  decisions  be  right  for  other 
people?  I'm  sure  there  are  many  situa- 
tions where  I  would  be  wrong." 

Grundfest 's  advice,  then,  to  his  fel- 
low SEC  commissioners:  Don't  fix 
things  imtil  you're  absolutely  sure 
they  need  fixing.  ■ 
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INTRODUCING  VANGUARD 
ASSET  ALLOCATION  FUND 


Vanguard  Asset  Allo- 
cation Fund  seeks  to 
maximize  long-term  total  return  by 
the  disciplined  allocation  of  invest- 
ments to  a  changing  mix  of  stocks, 
bonds,  and  cash  reserves. 

The  Fund's  adviser,  Mellon  Cap- 
ital Management,  uses  a  highly  sys- 
tematic approach  to  evaluate  the 
relative  return  and  risk  potential  of 
each  asset  class,  and  to  weight  the 
Portfolio  accordingly.  Common 
stocks  are  expected  to  comprise 
the  largest  segment  of  the  Fund's 
assets  over  time. 

Get  the  Vanguard  Advantage 

Vanguard  offers  you: 

•  The  expertise  of  one  of  the  coun- 
try's largest  mutual  fund 
organizations 

•  Virtually  the  lowest  operating 
expenses  in  the  industry 

•  No  loads,  "12b-l"  or  exit  fees 

•  Low  minimum  initial  investment 
$3,000;  $500  for  IRAs 


Call  1-800-662-SHIP 

Any  Hour,  Any  Day  For  A  Free 

Vanguard  Asset  Allocation  Fund 

Information  Kit 


Please  send  me  a  free 
Vanguard  Asset  Allocation  j 
Fund  Information  Kit  con- 
taining a  prospectus  with 
more  complete  informa- 
tion on  advisory  fees, 
distribution  charges  and 
other  expenses.  I  will 
read  it  carefully  before  I 
invest  or  send  money 
Id  also  like  information 
on:  D  IRA  (71)     D  Keogh/Pension  (70) 
Vanguard  Asset  Allocation  Fund 
Investor  Information  Department  78 
Valley  Forge,  Pennsylvania  19482 


Name 


TH^^OTardGROUP 

*^OF  INVESTTVVENT  COMPANIES 


It's  hard  to 
learn  ansrtliixig 

on  Monday 

wlien  you  didn^ 

eat  an3rtliing 

on  Sunday 

Last  yccir  we  fed 

millions  of  hungry 

people  in  the  United  States. 

You  can  help  us.  We're 

The  Salvation  Army. 


God  cares. .. 
and  so  do  we! 


Now  Printed  in  New  York 

When  You 

Travel  Abroad, 

What's  Your 

Favorite  Paper? 


Until  now,  you  couldn't  get 
the  Paris-based  Interna- 
tional Herald  Tribune  in 
the  U.S.  Now  you  can — 
with  same-day  delivery 
available  in  some  U.S. 
cities.  For  your  daily  brief 
on  the  world,  with  its  fea- 
tures on  travel,  fashion,  in- 
ternational investing  and 
much,  much  more,  call  us 
toll-free: 

1-800-882-2884 
(in  NY:  212-752-3890) 

iicralo..i^fe.enbunc. 
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After  decades  of  admonishing  the  people  to 
work,  work,  work,  the  fapanese  govern- 
ment is  now  urging  them  to . . . 


"Eiyoy,  eiyoy!" 


By  Richard  Phalon 


UNTIL  NOW,  constant  work  has 
hardly  been  known.  .  .  .  This 
seems  to  be  the  main  reason, 
acknowledged  by  all  foreigners, 
that  .  .  .  workers  achieve  relatively 
little,  because  all  work  advances  only 
very  slowly." 

Believe  it  or  not,  the  writer  quoted 
above  was  talking  about  Japan.  He 
was  complaining  about  poor  produc- 
tivity and  poor  work  habits.  This  was 
a  little  over  a  century  ago.  Karl  Rath- 
gen,  a  German  economist,  had  been 
poking  around  Japan  and  came  to  the 
conclusion  that  Japanese  workers 
were  so  unaccustomed  to  full-time 
employment  that  they  were  habitual- 
ly inefficient. 

Today,  of  course,  people  make  the 
opposite  complaint:  that  Japanese 
work  so  hard  and  so  long  they  don't 
know  how  to  play.  As  recently  as 
1986,  Japanese  workers  put  in  an  aver- 
age of  2,150  hours  of  work  a  year, 
compared  with  1,924  in  the  U.S.  and 
1,655  in  West  Germany.  Backed  by  an 
immense  capital  investment,  those 
long  hours  of  efficient  work  are  the 
formula  behind  Japan's  vast  and  grow- 
ing wealth. 

Suddenly  the  Japanese  government 
is  saying  to  its  people,  "Enjoy,  enjoy." 

The  official  work  week  was  cut 
from  48  hours  to  46  last  spring.  It  will 
be  pared  to  44  hours  in  1 99 1 ,  with  the 
ultimate  goal  of  40  hours  in  1993. 
Occupations  over  which  government 
ministries  have  the  most  control — 
government  agencies  and  the  finan- 
cial system — are  leading  the  way  to- 
ward more  playtime.  Beginning  early 
next  year,  post  office  branches  will  be 
open  on  only  two  Saturdays  a  month, 
other  government  offices  will  shut 
down  entirely  for  two  weekends  a 
month,  and  the  banks  will  go  from 


two  Saturdays  a  month  to  a  regular 
five-day  week. 

Revolutionary  this  is  not,  but  the 
direction  of  the  evolution  is  clear. 
Says  Tetsuo  Matsufuji,  an  official  at 
the  powerful  Ministry  of  Internation- 
al Trade  &.  Industry:  "I  know  that 
Americans  are  very  skeptical  of  our 
changing  work  habits.  We  have  to 
convince  our  people  to  accept  more 
leisure." 

Some  of  the  convincing  borders  on 
the  surreal,  as  might  be  expected  in  a 
workaholic  society  that  had  to  invent 
a  new  word  (rejci)  to  define  for  itself 
the  alien  concept  of  leisure  that  is  not 
work-related.  As  part  of  its  "grad- 
ualist" approach  to  the  brave  new 
world  of  leisure,  the  powerful  MITI 
has  been  creating  new  national  holi- 
days to  supplement  the  12  on  which 
most  big  companies  already  give 
workers  a  day  off. 

The  latest  proposal  floated  was  // 
fitfu,  for  "good  couple"  or  Conjugal 
Day.  The  idea  was  to  grant  the  mar- 
ried state  the  same  red  letter  treat- 
ment applied  to  Respect  for  the  Aged 
Day,  or  Cultural  Day.  As  it  happens. 
Conjugal  Day  was  scrapped  in  the  face 
of  opposition  from  feminists,  who  ar- 
gued that  the  ministry  was  discrimi- 
nating against  single  women,  divor- 
cees and  widows.  "Even  my  wife 
didn't  like  it,"  says  Matsufuji,  a  divi- 
sion chief  in  MITI's  industrial  policy 
division. 

All  this  is  supposed  to  be  reassur- 
ing to  those  foreigners  who  complain 
that  the  Japanese  work  so  hard  they 
make  things  tough  for  everyone  else. 
A  more  laid-back  Japan,  it  is  as- 
sumed, would  buy  more  foreign  luxu- 
ries and  also  pose  less  formidable 
competition  to  U.S.  and  European 
manufacturers. 

Is  much  of  this  talk  about  leisure 
just    window-dressing    to    convince 


Americans  and  other  foreigners  that 
the  Japanese  will  in  the  future  com- 
pete less  vigorously  and  consume  a 
bit  more  enthusiastically? 

There  is  certainly  an  element  of 
propaganda  in  the  talk;  the  Japanese 
arc  worried  about  rising  protectionist 
sentiments  in  the  U.S.  and  Western 
Europe.  But  there  is  a  good  deal  more 
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Summer  day  in  Tokyo  swimming  pool 

The  hardest  part  is  getting  everybody  into  the  pool 


Cliarln.-  e..>lt  fiaurt  Ori  lup 


than  propaganda  involved  here.  Re- 
peated surveys  have  found  that  the 
Japanese,  particularly  the  younger 
generation,  want  to  live  hiller  lives 
away  hrom  the  assembly  line  and  the 
section  chief. 

Yet,  as  in  almost  everything  Japan 
does,  there  is  also  a  strong  element  of 
national  self-interest  in  this  trend  to- 


ward more  play  and  less  work.  The 
bureaucrats'  vision  of  Japan's  future 
calls  for  speeding  development  of  ser- 
vice industries — like  leisure — against 
the  day  when  heavy  industry  will  be 
totally  outworked  by  Korea  and  other 
fast-rising  newly  industrialized  coun- 
tries. Japan's  Economic  Planning 
Agency  estimates  that  shifting  to  the 


five-day  week  would  pump  another 
1.7  trillion  yen  ($13  billion)  into  do- 
mestic demand.  This  money  would 
then  stimulate  the  Japanese  leisure 
industries. 

When  they  talk  about  developing 
leisure  industries,  the  planners  are 
thinking  a  lot  bigger  than  the  pachin- 
ko  parlors,  karaoke  community  sing 
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Making 
New  Tracks 


nce,Tlie 


'..fc  ^- 


traveled  only  by  '■ 

train.  With  today  s 

RoadRailer  truck 

trailer,  its  delivering  shipments  down 

the  highway. 

'  Tlie  RoadRailer'  has  both 
conventional  tires  and  retractable 
metal  rail  wheels.  With  the  push  of 
a  lever,  it  takes  to  the  tracks  as 
readily  as  it  took  to  the  road. 
Norfolk  Southerns  Triple 


^        *"*         Crown'  Service 
combines  the  flex- 
^,  ibility  of  trucking 
*^'  ^        .        with  the  efficiency 

r-^^".'       of  rail.  Goods  arrive 
just  when  they're  needed.  To  keep 
them  safe  and  sound,  they  ride  on 
a  cushion  of  air.  Shippers  receive  a 
convenient  single  bill. 

lb  talk  to  the  professionals  who 
deliver  this  service,  just  make  tracks 
to  the  nearest  Norfolk  Southern 
sales  office. 


NORFOLK 
SOUTHERN 


Sun  seekers  among  the  samurai? 


bars  and  yakitori  restaurants  that  now 
consume  a  lion's  share  of  the  salary- 
man's  walking-around  time  and  mon- 
ey. One  example  of  the  thmking  is  the 
administrative  guidance  being  lav- 
ished on  heavy  "sunset"  industries, 
like  shipbuilding.  Most  such  compa- 
nies own  land,  often  on  urban  water- 
fronts. The  land  generally  is  being 
phased  out  of  heavy  industrial  use  but 
could  be  extremely  valuable  if  dedi- 
cated to  commercial  leisure  activi- 
ties— theme  parks  and  the  like. 

Mitsui  Engineering,  for  example, 
hopes  to  capitalize  on  some  of  its  old 
yards  on  the  coast  of  Okayama  prefec- 
ture, 450  miles  west  of  Tokyo,  bv 


repackaging  them  into  a  golf  course 
and  amusement  park.  Sumitomo 
Heavy  Industries  is  planning  to  re- 
shape the  30-acre  site  of  what  used  to 
be  its  Kawama  plant  into  a  600-boat 
marina  that  will  anchor  a  hotel  and 
condominium  complex.  Yes,  pleasure 
boats  are  becoming  a  big  item  among 
Japan's  new  consumers. 

All  told,  there  are  more  than  70 
resorts  like  Sumitomo's  Kawama 
project  on  the  drawing  boards,  accord- 
ing to  a  survey  by  the  authoritative 
business  paper  Silxni  Keiziii  Shinhioi 
Much  of  this  work,  valued  at  around  8 
trillion  yen  |$61.5  billion),  is  a  col- 
laboration between  local  government 


and  such  well-known  private  develop- 
ers as  the  Seibu  and  Tokyu  groups. 
Prefectures  and  towns  are  chipping  in 
land  and  the  financing  for  roads  and 
other  infrastructures. 

The  developers  and  the  local  bu- 
reaucrats are  thinking  as  big  as  MITI. 
Kajima  Corp.  and  Tokyu,  two  big  con- 
struction firms,  have  banded  together 
with  Naganohara  City  in  Gunma  pre- 
fecture, some  120  miles  from  Tokyo. 
The  partners  are  spending  30  billion 
yen  ($240  million)  to  develop  golf 
courses,  a  ski  area  and  shopping  cen- 
ter. The  Kajima  Aquadome,  designed 
to  house  a  50-meter  swimming  pool,  a 
100-meter  surfing  pool  complete  with 
automated  waves,  water  slides  and  a 
children's  pool,  is  billed  as  having  a 
capacity  of  30,000  people.  If  that 
sounds  like  a  lot  of  people  in  a  con- 
fined space,  remember  those  photo- 
graphs of  wall-to-wall  bathers  at  Japa- 
nese beaches  during  sweltering  July 
and  August. 

In  American  terms,  some  of  this 
leisure  activity  construction  is  bla- 
tant pork  barrel.  Japan's  new  Resort 
Law  breezed  through  the  Diet  last 
year,  thanks  to  its  strong  regional  de- 
velopment bias.  The  bill,  which  en- 
courages leisure  industry  investment, 
was  carpentered  to  enhance  develop- 
ment in  outlying  prefectures  plagued 
by  decline  in  such  traditional  indus- 
tries as  farming,  fishing  and  forestry. 
Most  of  these  areas,  not  surprisingly, 
are  strongholds  of  the  majority  Liber- 
al Democratic  Party. 

Tax  subsidies  and  low-interest 
loans  are  all  part  of  the  package,  of 
course.  Just  as  in  the  past  government 
policy  was  directed  toward  encourag- 
ing export  and  high-tech  industries,  it 
IS  now  directed  toward  developing 
fun-time  industries  as  well.  Among 
the  major  beneficiaries  will  be  a  con- 
struction industry  that  is  traditional- 
ly one  of  the  Liberal  Democratic  Par- 
ty's major  contributors.  One  of  the 
first  resort  development  plans  to  get 
requisite  MITI  approval,  for  example, 
came  from  Mie  prefecture.  MITI  Min- 
ister Hajime  Tamura  hails  from  Mie, 
300  miles  from  Tokyo.  A  younger 
brother  is  president  of  the  area's  big- 
gest construction  firm. 

But,  whatever  the  motives,  the  Jap- 
anese are  serious  about  granting  their 
people  a  better  standard  of  life.  As 
Japan  glides  into  the  postindustrial 
age,  it  will  not  need  so  much  hard 
work  from  its  people.  But  what  it  will 
need  is  new  kinds  of  jobs,  as  automa- 
tion and  the  decline  of  older  indus- 
tries reduce  the  demand  for  industrial 
labor.  Japan's  planners  want  more  do- 
mestic growth  as  an  alternative  to  the 
unemployment  Japan  is  exporting  to 
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KNOWN  FOR  IT 


RISTMAS  SPIRIT 


HE  GIN  OF  ENGLAND.  AND  THE  WORLD. 
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Street  ciancets  at  rest 

The  counterculture  may  be  leaditig  the  way. 


Inij^f  fijnk 


the  U.S.,  Europe  and  elsewhere  in 
Asia.  Unneeded  in  industry  and  in 
some  of  the  less  efficient  distribution 
businesses,  the  surplus  workers  will 
go  into  service  businesses  dedicated 
to  serving  the  leisure  hours  of  their 
fellow  citizens. 

How  much  leisure  time  can  the  Jap- 
anese afford?  That's  a  serious  ques- 
tion in  a  country  where  ordinary 
things  are  far  more  expensive  than  in 
the  U.S.  By  world  standards,  pay 
scales  at  top  Japanese  companies  are 
high— around  7  million  yen  ($60,000) 
a  year  for  a  middle-management  ku- 
dx>  (section  chief)  at  Nissan  or  Honda, 
for  example.  The  rub  is  that  living 
costs  are  even  higher.  According  to 
one  recent  academic  study,  in  pur- 


chasing power  terms  Japanese  work- 
ers rank  only  third  in  the  world,  be- 
hind their  American  and  West  Ger- 
man counterparts. 

Because  of  the  high  cost  of  living, 
for  many  Japanese  working  overtime 
is  the  only  way  to  keep  up  with  the 
kids'  education  costs,  or  to  save  for  a 
home.  "Without  overtime,  things 
would  be  very  tight  for  me,"  says  an 
advertising  agency  coordinator.  The 
extra  pay,  often  25%  or  more  of  the 
regular  hourly  rate,  very  quickly  gets 
factored  into  the  household  budget. 

Since  the  oil  shocks  of  1973  and 
1979,  big  corporations  have  kept  new 
hires  to  a  minimum.  That  means  lots 
of  overtime  for  those  already  on  the 
payroll.  The  official  figures  show  an 


average  last  year  of  14.8  hours  of 
overtime  per  month — 8%  of  a  total 
average  of  175.9  hours  per  month 
worked.  Those  are  the  official  figures. 
Unofficially,  overtime  is  often  much 
heavier — 40  to  50  hours  a  month,  for 
example,  in  the  case  of  a  campaign 
coordinator  for  an  advertising  agency; 
more  than  20  hours  a  month  for  a 
beer  salesman;  more  than  50  hours 
for  a  newspaper  reporter.  Some  of  this 
is  often  overtime  for  the  sake  of  over- 
time— busywork  to  make  the  section 
chief  look  good,  as  memorialized  in 
new  wave  films  by  producers  like 
Juze  Itami  and  Ichikawa  Kon.  In 
short,  Japanese  often  work  as  long  as 
they  do  out  of  necessity  rather  than 
preference. 

The  financial  squeeze  is  toughest 
for  those  who  work  for  the  small  and 
medium-size  companies  that  account 
for  80.6%  of  Japan's  49  million  jobs. 
They  generally  offer  considerably  less 
in  pay  and  fringes  than  the  big  compa- 
nies to  which  they  are  indentured 
suppliers  and  subcontractors.  Can 
these  folks  be  counted  on  to  cut  back 
their  work  weeks  and  flock  to  the  new 
hotels  in  Mie  or  the  Aquadome  in 
Gunma?  Only  if  they  earn  more.  A 
Japan  less  directed  toward  export  and 
saving  and  more  toward  domestic 
consumption  will  be  able  to  pay  its 
workers  better. 

Such  things  don't  happen  over- 
night, but  they  almost  surely  will 
happen.  Some  Western  scholars,  like 
Sepp  Linhart,  a  professor  at  the  Uni- 
versity of  Vienna,  think  the  Japanese 
are  not  quite  the  workaholics  they  are 
painted.  Younger  Japanese  are  partic- 
ularly outspoken  about  the  scant  sat- 
isfaction of  life  as  an  endurance  race. 
Their  complaints  are  plainly  etched 
in  the  faces  of  weary  homeward- 
bound  commuters  packed  into  the 
subway  trains  during  the  9  p.m.  to  10 
p.m.  rush  hour. 

The  older  people,  too,  have  begun  to 
complain  less  that  the  postwar  young 
won't  work  as  hard  and  make  as  many 
sacrifices  as  they  did.  Shigeyuki  Oha- 
shi,  66,  is  a  longtime  Mitsui  Bank 
manager  who  recently  retired  from  a 
postretirement  job  as  president  of  an 
electronics  component  testing  com- 
pany. He  says:  "MITI,  with  the  help  of 
outside  pressure  from  the  U.S.  and 
others,  is  forcing  the  system  to 
change,  and  so  it  will  force  people  to 
change,  too." 

And  that's  the  real  point:  The  Japa- 
nese can  change — even  if  they  may 
not  do  so  fast  enough  to  satisfy  for- 
eigners groaning  under  Japanese  com- 
petition. This,  after  all,  was  the  na- 
tion that  couldn't  get  work  done  at  all 
a  century  ago.  ■ 
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THE  ACURA  LEGBIDl 
ACAR  WHOSE 

IMAGE  IS  BASED  MORE 
ONMNOVKIION 


THANHIAGE 
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When  you  decide  to  buy 
a  car,  you're  confronted 
with  a  bewildering  array  of 
choices.  Coupe  or  sedan. 
Manual  or  automatic.  Red 
or  blue. 

Decide  to  buy  a  luxury  car, 
on  the  other  hand,  and  your 
predicament  gets  considerably 
more  complicated.  Not  only 
do  you  have  to  sift  through 
a  sea  of  standard  features, 
optional  features  and  standard 
options,  you're  forced  to  learn 


an  entirely  new  vocabulary 

The  vocabulary  of  image. 

Commercials  that  lean 
more  on  the  philosophical 
than  the  informational. 
Magazine  spreads  that  rhap- 
sodize about  Bloodlines,  and 
Statements,  and  the  Auto- 
mobile As  Art. 

The  philosophy  or  better 
yet,  the  standard,  behind  the 
Acura  Legend  Coupe  and  Sedan 
is  somewhat  less  grandiose: 

If  you're  going  to  do  some- 
thing, do  it  right  Think  and 
rethink,  test  and  retest  until 


the  components  that  go  into 
the  Legend-from  the  V-6 
engine  to  the  balance  button 
on  the  stereo  system-perform 
just  as  they  were  intended  to. 
Precisely  Consistently 

And  whether  you  call  it  a 
philosophy  or  a  standard,  a 
goal  or  a  mission,  this  kind  of 
thinking  can  only  lead  to  one 
result 

The  most  enjoyable  driving 
experience  possible. 


individual  victories  and  three 
team  championships. 

And  when  you  build  win- 
ning engines  for  cars  that  travel 
at  speeds  exceeding  200  MPH, 
you  learn  a  thing  or  two  about 
engine  technology 

The  performance  advan- 
tages of  aluminum  alloys,  pro- 
grammed fuel  injection  and 
four-valves-per-cylinder  tech- 
nology found  in  the  Legend 
V-6  engine  all  came  about  as  a 
result  of  extensive  Formula 
One  circuit  experience. 

Of  course,  we  realize  that 
innovation  isn't  found  only  in 


Much  of  what 
we  learn  in 
Formula  One 
racing  ends  up  under 
the  hood  of  the  Legend. 

the  exotic  worid  of  supercom- 
puters and  high-speed  racing. 


rides  and  handles  as  smoothly 
effortlessly  and  precisely  as  it 
possibly  can. 

From  its  four-wheel  double 
wishbone  suspension,  to  its 
Anti-Lock  Braking  (ALB)  sys- 
tem* to  its  four-coat  paint, 
every  single  part  of  the  Legend 
had  to  survive  Tochigi.  Before 
it  became  part  of  the  Legend 

As  you  can  no  doubt  tell 
by  now,  the  research  and  devel- 
opment that  goes  into  the 
Acura  Legend  Coupe  and 
Sedan  is  anything  but  run  of 
the  mill.  In  fact,  even  the  mill 
isn't  run  of  the  mill. 

Because  while  some  auto- 
makers are  content  to  buy 
manufacturing  equipment,  we 
build  our  own.  From  sheet 


swift,  efficient  movement 

And  although  the  Legend 
Coupe  and  Sedan  aren't  built 
by  hand,  they  are  inspected 
that  way  In  what's  known  as 
the  white  glove  test,  specially 
trained  inspectors  run  their 
hands  over  the  body  of  each 
and  every  Legend,  searching 
for  minute  imperfections  that 
even  a  computer  might  miss. 

Is  all  of  the  above  really 
necessary  to  build  a  luxury     ' 
performance  automobile? 

Probably  not. 

However,  to  our  way  of 
thinking,  anything  less  just 
wouldn't  be  a 
Legend. 

r 


It's  also  found  in  the  real  world,    metal  stamping  machines  pre- 
A  world  we  call  the  Tochigi    cise  to  within  1/lOOOth  of  an 


Proving  Ground. 

An  automotive  test  facility 
where  we've  painstakingly  re- 
created just  about  every  driv- 
ing condition  you  can  imagine. 
And  some  you  probably  can't 

The  grey  concrete  rain 
grooves  and  taxing  expan- 
sion joints  of  a  Southern  Cali- 
fornia freeway  the  potholes  and 
frost  heaves  of  a  Philadelphia 
expressway  and  even  the  sus- 
pension-torturing cobblestones 
of  Belgium... all  brought 
together  in  one  place,  for  one 
specific  purpose. 

To  make  sure  the  Legend 


inch,  to  welders  that  connect 
140  unit-body  points  in  one 

When  it  comes  to  detecting  imper- 
fections, there's  no  substitute  for 
the  human  touch 


•Legend  L&LS  only. 


m^ 


If  you're  going  to  do  some- 
ling,  do  it  right  No  ifs,  ands 
r  buts.  Good  enough  isn't 
3od  enough. 

You  get  the  picture. 

And  you  also  get  a  pretty 
Do6  feel  for  the  kind  of 
ttitade  that  it  takes  to  create  a 
ar  like  the  Acura  Legend. 

An  attitude  that's  shared 
y  everyone  involved  in  creat- 
ig  our  cars.  From  the  engi- 
eers  who  spent  over  a  decade 
^searching  and  perfecting  the 
£gend  airbag  system,  to  the 
ersonnel  who  monitor  the 
ssembly  lines. 

An  attitude  that's  fostered 
y  the  unorthodox  environment 
1  which  the  cars  are  developed. 
Jnlike  some  manufacturers, 
^hose  R&D  departments  must 
nswer  to  Cost  Control,  ours 
nswers  only  to  itself  Because 
1  our  experience,  accountants 
lake  better  accountants  than 
ley  do  car  engineers. 

And  car  engineers  make 
'Ctter  cars  when  their  top 

priority  isn't  the 
bottom  line. 


Computers  allow  our  engineers 
to  explore  more  possibilities. 

For  instance,  the  super- 
computer used  in  designing 
the  Acura  Legend  cost  mil- 
lions of  dollars.  And  it  can't 
even  make  coffee. 

But  it  can  create  a  three- 
dimensional  illustration  of  an 
entire  car  design  in  less  time 
than  it  would  take  a  designer 
to  draw  a  single  taillight 
Which,  in  turn,  allows  our 
designers  to  spend  more  time 
exploring  new  ideas  and  less 
time  illustrating  them. 

The  almost  invisible  win- 
dow pillars  which  give  the 
Legend  Coupe  its  uniquely 
beautiful  appearance  came 


Independent  double  wishbone 
suspension.  A  complicated  way 
of  saying  it  hugs  the  road. 


about  as  a  result  of  computer- 
aided  design.  So  did  the 
extremely  rigid  body  structure 
of  both  the  Coupe  and  Sedan. 
And  the  solid  structural  integ- 
rity that  makes  for  their  unusu- 
ally quiet  ride. 

Results  this  impressive 
have  a  way  of  turning  a  com- 
puter that  might  be  considered 
an  extravagance  into  an  abso- 
lute necessity 

The  same  goes  for  our 
involvement  in  Formula  One 
racing-quite  possibly  the  most 
expensive  sport  in  the  world. 
But,  the  way  we  see  it,  one  of 
the  most  valuable. 

Over  the  past  five  years, 
our  Formula  One  engines 
have  earned  over  thirty 


A  unique  Anti-Lock  Braking 
(ALB)  system  maximizes  control 
Not  to  mention  peace  of  mind. 


A  V-6  engine  with  four  valves  per 
cylinder  makes  for  one  incredible 
driving  experience. 


i 


EVEN  THE  INTERIOR 
WAS  DESIGNED  AT 

125  MPH. 


Designing  an  automobile 
interior  on  a  test  track  at 
speeds  that  most  people  only 
experience  thousands  of  feet 
above  the  ground,  may  seem 


somewhat  extreme. 

But  not  if  you  take  into 
consideration  the  most  basic 
law  of  design: 

Form  follows  function. 


In  other  words,  what  gc 
is  a  car  capable  of  going  over 
125  MPH  if  the  interior 
isn't  up  to  speed?' 


^^k 


A  rather  obvious  insight 
But  one  that  may  have  escaped 
many  of  the  automakers  who 
:onsider  themselves  competi- 
tion for  the  Acura  Legend. 

Slide  into  the  cockpit,  and 
you'll  immediately  be  aware  of 
the  fact  that  this  is  an  environ- 
ment where  form  really  does 
follow  function.  Grip  the  wheel 
m  the  classic  9  and  3  driving 


position  and  notice  that  the  and  301  degrees  in  the  Legend 

necessary  controls-from  the  Sedan,  you  can  navigate  a 

hazard  signal,  to  the  cruise  con-  lot  more  confidently  Whether 

trol  button,  to  the  remote  stereo  you're  cruising  down  an  inter- 


selector-are  right  at  the  tips 
of  your  fingers. 

Right  where  they  should  be 

Note  how  smoothly  and 
surely  the  switches  and  con- 
trols engage.  Not  only  was 
their  placement  careftilly  con- 
sidered, but  also  the 
way  they  feel  when 
you  use  them.  So 
whether  something 
pushes,  pulls,  slides, 
clicks  or  turns,  its 
response  is  distinct 
Tactile. 

Observe  the  sim- 
plicity of  the  dash. 
White-on-black  ana- 
log gauges  that  are  easy  to 
read  at  a  glance.  So  you  can 
spend  your  time  concentrating 
on  more  important  things. 
Like  the  road. 

Look  around  you,  and 
enjoy  the  view.  Not  many  cars 
offer  one  quite  this  panoramic. 
With  323  degrees  of  outward 
visibility  in  tiie  Legend  Coupe, 


state  or  simply  parallel  parking. 
And  no  matter  how  far  you 
drive,  you'll  never  find  yourself 
fidgeting.  The  multi-adjustable 
driver's  seat  includes  lumbar 
and  thigh  supports  designed  to 
minimize  fatigue  over  long  dis- 


With  301  degrees  of  outward  visibility  from  the  drivers  seat, 
the  Legend  Sedan  offers  quite  a  panoramic  view. 

tances.  As  well  as  lateral  sup- 
port to  keep  you  firmly  in 
place  during  cornering. 

Which  means  you'll  feel 
every  bit  as  comfortable  at  the 
end  of  your  journey  as  you  did 
when  you  first  pulled  out  of 
your  driveway 

You  may  never  drive  your 
Legend  at  125  MPH.  But  the 
fact  that  we  did  will  make 
driving  it  at  55  MPH  all  the 
more  enjoyable. 


:««•»' 


'Acura  reminds  \ou  lo  observe  all  speed  laws. 
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THE  LEGEND  HAS 
SAFETY  FEATURES 

SOADVANCED, 
THEY  HAVE  SAFETY 

FEATURES. 


When  it  comes  to  design- 
ing safety  features  for  the 
Acura  Legend,  we  have  two 
basic  rules. 

First,  make  absolutely, 
positively  sure  they'll  work 
as  well  as  possible. 

And  second,  make  abso- 
lutely, positively  sure  they'll 
work  as  well  as  possible. 

As  a  result,  many  of  the 
safety  features  in  the  Legend 
have  their  own  built-in  back- 
up systems  that  make  them 
more  reliable.  In  othc  -/ords, 
safer  safety  features. 

•Legend  LA;  LSonI)  '•Driver  dtwr  modified  Im  r''ii>t"Kraphy  purpOiics 


For  example,  the  driver's 
side  airbag  Supplemental 
Restraint  System  (SRS)  has  a 
secondary  power-unit.  So  that 
even  if  an  accident  causes  the 
main  electrical  system  to  fail, 
the  airbag  won't 

Of  course,  we'd  rather 
that  the  system  is  never  put 
to  work.  Which  is  why  the 
Legend  has  brakes  that  are 
virtually  failsafe.  The  Anti- 
Lock  Braking  (ALB)  system* 
operates  on  two  hydraulic 
circuits  instead  of  one.  In  the 
unlikely  event  that  the  ALB 


circuit  isn't  functioning,  the 
primary  system  still  provides 
normal  braking. 

A  safeguard  you'd  be  hard 
pressed  to  find  in  any  other  a 
At  any  other  price. 


Two  circuits  are 
better  than  one. 
The  Legend  Anti- 
Lock  Braking  (ALB) 
system  operates  on 
two  hydraulic  cir- 
cuits. Which  means 
the  brakes  are  vir- 
tually failsafe. 

Primary 
hydraulic  circuit. 

ALB  hydraulic 
circuit. 


And  it's  not  just  the  systems 
the  Legend  that  protect 
jssengers.  It's  the  car  itself. 

The  Legend  body  is  a 
ijd  unit-body  structure  that 
lies  on  high-tensile  strength 
eel,  steel  door  beams  and  an 
'erageoffour 
ousand 
parate 


welds  to  provide  an  extremely 
strong  shell. 

As  you  might  expect  by 
now,  there's  also  protection  for 
that  protective  shell. 

Specially  constructed 
and  strategically  placed  front 
and  rear  body  panels  are  de- 
signed to  crumple  on  severe 
impact  Absorbing  shock 
outside  the  passenger  com- 
partment Instead  of  inside. 

Then  there  are  the  little 
things.  Features  like  audible 
front  brake  pad  wear  sensors 
that  tell  the  driver  when  the 
brake  pads  need  changing,  a 
collapsible  steering  column, 
and  even  automatic  seat  belt 
presenters  for  the  front  seats  of 


the  Legend  Coupe. 

Details  that,  to  some,  may 
seem  unimportant 

But  to  us,  they're  an  all- 
important  part  of  a  bigger  idea: 

A  performance  car  that 
handles  emergencies  as  well  as 
it  handles  the  road. 


A  back-up  power  unit  is  designed  to 
ensure  that  the  airbag  works  even  if  an 
accident  interrupts  main  power.** 


e  unit-body  structure  is  exi/L , ;  ■ ., ,  ,trong.  Yet  front  and  rear  stctiu/h  are  designed  lo  enunple  to  absorb  shock. 


AS  GOOD  AS 

THE  ACURA  LEGEND 

LOOKS  ON  PAPER, 

IT'S  EVEN  DEHER 

ON  ASPHALT. 


ioiof  Ca.Inc.  Acuraand  Legend  are  iradcmarks  of  Honda  Motor  Co.  Lid 


We're  the  first  to  admit  that 
when  it  comes  to  conveying  the 
spirit  of  the  Legend,  words  and 
pictures  can  only  go  so  far. 

We  can  shower  you  with 
performance  statistics  on  its 
24- valve  V-6  engine,  but  that's  a 
very  poor  substitute  for  press- 
ing your  right  foot  down  on 
the  accelerator 

We  can  show  you  photo 
upon  beautiful  photo  of  its 
interior  components,  but  it's 
how  they  feel  to  the  touch  that 
really  counts. 

And  we  can  write  about 
superb  handling  until  the  cows 
come  home,  but  you  won't 
be  truly  convinced  until  you 
find  yourself  on  your  favorite 
stretch  of  road  in  the  middle  o 
your  favorite  turn. 

In  other  words,  you've  beei 
sitting  in  front  of  this  ad  long 
enough.  It's  time  you  sat  behini 
the  wheel  of  a  Legend. 

Call  1-800-TO-ACURA  for 
the  name  of  the  Acura  dealer 
nearest  you. 

ACURA 

Precisim  crafted  perform 


Is  the  so-called  Reagan  revolution  finished?  No,  says 

Americas  most  distinguished  economist,  who  argues 

that  the  swing  back  to  free  market  philosophy  is  still  in  its 

early  stages  in  the  U.S.  and  throughout  the  world. 


Why  liberalism 

is  now 
obsolete 


HAS  THE  Reagan  revolution 
run  its  course?  Or  has  the 
American  electorate  firmly 
rejected  liberalism?* 
Amidst  all  the  static  and 
•reast-beating  about  a  "dirty"  presiden- 
ial  campaign,  most  commentators  have 
iverlooked  this  fundamental  question, 
.^'hich  was  the  gut  issue  in  the  late  presi- 
lential  election. 

That  the  old  game  of  taxing-and- 
pending  no  longer  works  politically  was 
Qade  reasonably  clear  by  the  Bush  vic- 
ory.  So,  will  the  so-called  Reagan  revo- 
ation  continue?  Or  will  the  federal  gov- 
mment  resume  playing  a  larger  role  in 
ur  lives?  To  get  a  longer-range  perspec- 
ive  on  what  lies  ahead  in  politics  and 
conomics,  Forbes  interviewed  Nobel 
'rize-winning  economist  Milton  Fried- 
aan.  From  his  magnificent  apartment 
ugh  above  San  Francisco's  Nob  Hill, 
/lilton  Friedman  offers  a  global  and  historical  vision  of 
Inhere  the  U.S.,  indeed  the  world,  is  heading. 
Forbes:  Do  you  think  the  current  free  market  cycle  that  is 

Here  we  use  "liberal"  in  the  American  sense  of  favoring  greater  govemmenl 
■gulation  and  control  of  the  econonn'  rather  tljan  in  the  older,  European  sense  of 
relatitvlyfree  economy 


AN  INTERVIEW  WITH 

NOBEL  LAUREATE 

MILTON  FRIEDMAN 

By  Peter  Brimelow 


manifested  almost  everywhere  today — in- 
cluding behind  the  Iron  Curtain — will  last? 
Or  will  government  intervention  come  back 
into  fashion? 

Friedman:  The  free  market  cycle  will  last. 
The  intellectual  movement  [for  a  free 
market]  is  approaching  middle  age,  but 
the  political  movement  is  in  its  infancy. 


You  wrote  in  1962  in  Capitalism  and 
Freedom  that  ".  .  .  the  typical  state  of  man- 
kind is  tyranny,  servitude  and  misery. "  How 
do  you  feel  about  that  now? 
Still  true.  But  I'm  much  more  optimistic 
than  I  was  in  the  late  1970s  because  of 
the  change  in  the  intellectual  climate  of 
opinion. 

Historically,  the  intellectual  climate 
tends  to  be  subject  to  very  long  swings, 
which  are  reflected  in  public  policy  only 
after  a  lag.  At  first  only  a  very  small 
M  ^asnl  group  of  pcoplc  arc  persuaded.  .  .  . 
Who  tend  to  be  unusually  enterprising  and/or  crazy? 
Mostly  crazy.  Regarded  as  crazy  by  their  fellows,  but 
certainly  unusually  enterprising.  And  all  of  this  occurs 
when  the  current  system,  whatever  it  is,  is  having  trou- 
bles. A  case  in  point  is  Britain  in  the  18th  century,  when 
the  prior  system  was  coming  under  great  strain  from  the 
Industrial  Revolution  and  the  American  Revolution.  In 
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Once  an  idea  is  adopted,  it's  like  a  new  broom.  .  .  .  The  Adam  Smith  role  in 
this  cycle  is  played  by  Friedrich  Hayek's  Road  to  Serfdom,  followed  by  a  host  of 
books,  Henry  Hazlitt,  the  Foundation  for  Economic  Education  and  so  on.  The 

intellectual  climate  of  opinion  has  shifted  toward  an  emphasis  on  a  greater 
reliance  on  markets  as  opposed  to  government. 


^ianhe^^  Richard 


1776  Adam  Smith  came 
out  with  Vk  Wealth  of  Na- 
tions, which  criticized 
very  strongly  the  then- 
dominant  policy  of  mer- 
cantilism [the  govern- 
ment effort  to  maximize 
national  wealth  through 
tariffs  and  regulation]  and 
proposed  free  trade  and 
free  markets. 

Smith's  ideas  had  an  in- 
stant success  among  mtel- 
lectual  groups,  but  no  im- 
mediate effect  on  the  pop- 
ular view  or  on  the  policy 
of  the  government.  But 
gradually  his  ideas  perme- 
ated down  to  the  ordinary 
people  and  became  the  ba- 
sis of  political  campaigns. 

Once  such  an  idea  is 
adopted,  it's  like  a  new 
broom.  It  sweeps  clean. 
But  no  matter  how  suc- 
cessful   it    is,    over   time 

there    gradually    develop     

difficulties.  In  both  Brit- 
ain and  the  U.S.  there  was  a  very  sharp  reduction  in  the 
role  of  government,  which  meant  that  government  had 
fewer  favors  to  give  and  became  more  honest  and  efficient, 
which  in  rum  meant  it  appeared  possible  to  use  the  state 
to  achieve  things  that  nowadays,  with  the  subsequent 
expansion  and  degeneration  of  government,  are  seen  to  be 
impossible. 

We're  now  in  the  third  such  cycle.  Adam  Smith  started 
one  in  1776.  Then,  by  the  1880s,  just  when  the  results  of 
laissez-faire  are  really  at  their  high  point,  you  start  getting 
a  countermovement.  In  Britain,  the  Fabian  Society,  dedi- 
cated to  the  gradual  establishment  of  socialism,  was 
founded  by  George  Bemard  Shaw  and  Beatrice  and  Sidney 
Webb  in  1883.  In  the  US.,  the  American  Economic  Associ- 
ation was  founded  in  1885  originally  by  a  group  of  young 
economists  who  had  studied  in  Germany  and  been  im- 
pressed by  the  efficacy  of  state  action  there.  And  Edward 
Bellamy's  socialist  Utopian  romance,  I.cKihiufi  Backuani, 
was  published  in  1888  and  sold  over  a  million  copies. 

So  by  the  1920s  the  U.S.  intellectual  class  was  predomi- 


Hconomist  Friedrid)  Hayek 


nantly  socialist.  And  th( 
interesting  thing  is,  al 
most  every  economit| 
plank  of  the  1928  Socialisj 
platform  has  been  adoptet; 
by  the  U.S.  in  the  perioc; 
since. 

It  seems  clear  that  the  Pro 
gressive  Era  reforms  at  th 
beginning   of  the   centur 
were  intenetttionist. 
Yes,  progressivism  was 
precursor     of     socialisir 
But  generally  speaking  th  | 
idea    succeeds   first,    an 
then  it  takes  some  specu 
event  to  catalyze  a  con 
plete  change  in  policy.  I 
the  U.S.  it  was  the  Grci 
Depression  that  conver 
ed  socialism  from  a  coi 
quest  of  ideas  to  a  cot 
quest  of  policies. 

So  now  we're  in  the  ti 
O'cle. 

Yes,  and  I  think  the  Ada; 

Smith  role  was  played  : 
this  cycle  by  Friedrich  Hayek's  The  Road  to  Serfdom,  whu 
was  a  bestseller  in  Britain  and  the  U.S.  in  1944  and  194  | 
That  was  followed  up  by  a  whole  host  of  books.  Hen  ' 
Hazlitt,  the  Foundation  for  Economic  Education  and  so  o 
The  intellectual  climate  of  opinion  has  shifted  toward  ; 
emphasis  on  a  greater  reliance  on  markets  as  opposed 
government. 

One  of  the  signs  of  whether  a  revolution  in  ideas 
affecting  practice  is  its  worldwide  impact.  And  just  as  tl 
Adam  Smith  revolution  reached  Japan  and  continent 
Europe  and  the  U.S.,  the  most  dramatic  manifestations 
this  present  revolution  are  really  in  China,  Russia,  Polaj 
and  the  Third  World.  As  far  as  rolling  back  the  welfa 
state,  the  most  radical  moves  have  been  made  in  Nt 
Zealand  under  a  nominally  socialist  government. 

In  my  opinion,  this  (change  in  the  intellectual  clima 

would  have  occurred  much  more  rapidly  in  the  U.S.  it 

had  not  been  for  the  Vietnam  War.  I  think  that  set  t 

thing  back  by  at  least  10  or  20  years. 

Moreover,  the  war  has  had  very  long  lasting  results.  F 
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Almost  every  economic  plank  of  the  1928  Socialist  platform  has  been 

adopted  by  the  U.S.  in  the  period  since.  Generally  speaking  the  idea 

succeeds  first,  and  then  it  takes  some  special  event  to  catalyze  a  complete 

change  in  policy.  In  the  U.S.  it  was  the  Great  Depression  that  converted 

socialism  from  a  conquest  of  ideas  to  a  conquest  of  policies. 


Bcumann  Archive 


i  the  deterioration  in  the 
atellectual  standards  and 
aorahty  of  American  uni- 
ersities  and  colleges  de- 
ives  from  the  Vietnam 
Var.  A  great  many  people 
/ent  to  colleges  and  uni- 
ersities  during  that  peri- 
d  who  would  not  ordi- 
Larily  have  gone  there,  in 
rder  to  stay  out  of  the 
/ar.  And  these  people, 
/ho  would  otherwise 
ave  been  businessmen  or 
omething,  became  in- 
tead  academics.  But  they 
re  not  intellectuals  fun- 
amentally,  they  are  real- 
/  activists. 

Could  this  free  market  re- 
ival  prove  fragile,  if  infla- 
on  flared  up  again? 
4o.  Inflation  will  not  be  a 
lajor  problem  in  the  next 
everal  decades  for  a  very 
imple  reason:  It's  not  po- 
tically  profitable.  

Why  did  you  have  infla- 

lon?  Because  it  enabled  government  revenues  to  go  up  as  a 
■action  of  national  income  without  any  legislated  tax 
icreases.  Inflation  is  a  source  of  revenue  for  the  govem- 
lent  in  three  different  ways: 

First,  there  is  the  direct  revenue  from  the  pieces  of  paper 
rinted;  second,  there's  bracket  creep,  as  people  are  pushed 
ato  higher  tax  brackets  without  any  increase  in  their 
urchasing  power;  third,  there's  the  repudiation  of  debt, 
ecause  you  were  able  to  borrow  at  lower  rates  than 
[ubsequent  inflation  rates.  Now,  the  first  is  still  there,  but 
:'s  very  small — 10%  inflation  will  yield  in  revenue  about 
[ight-tenths  of  1%  of  a  year's  national  income.  Bracket 
keep  is  gone,  because  of  indexing.  And  the  market  has 
ecome  so  sensitive  that  any  sign  of  rising  inflation  imme- 
iately  drives  interest  rates  up.  Moreover,  the  public  at 
irge  has  become  sensitive  to  inflation.  So  it  is  unpopular, 
id  you  gain  nothing  by  it. 

But  it's  still  proceeding  at  a  historically  high  rate — 4%  a  year. 
JtW,  it's  going  up  a  little  now,  but  I  think  it  will  shortly 
!:art  coming  down.  I  don't  think  you  really  have  much 


Family  on  the  move  in  Texas,  1930 


inflation  in  the  system. 
It's  very  hard  to  judge  be- 
cause of  the  problem  of 
the  bias  in  the  price  indi- 
ces. You  can  never  allow 
properly  for  improve- 
ments in  quality.  Some 
years  back,  George  Stigler 
headed  a  committee  on 
price  statistics.  One  of  the 
members  of  the  commit- 
tee suggested  that  a  2%- 
per-year  increase  in  the  of- 
ficial price  index  would  be 
the  equivalent  of  stable 
prices. 

Despite  all  the  free  market 
noise  in  the  1980s,  no  coun- 
try has  actually  succeeded  in 
reducing  government  share 
of  GNP  significantly.  In  the 
U.S.  right  now,  the  govern- 
ment share  of  the  GNP,  in- 
cluding state  and  local  lev- 
els, is  at  a  peacetime  high. 
Doesn't  this  mean  that  free 

market  ideas  were  tried  and 

failed? 
No,  they  haven't  been  tried,  and  they  haven't  failed.  But  it 
takes  a  long  time.  The  real  change  in  the  intellectual 
climate  didn't  start  until  the  late  Forties,  early  Fifties.  So 
you  really  don't  expect  it  to  be  fully  implemented  until 
something  like  2000. 

While  it's  true  that  government  spending  is  at  a  peace- 
time high,  the  major  increase  has  been  a  result  of  legisla- 
tion that  was  enacted  before  1980.  And  you  don't  hear 
politicians  boasting  about  wanting  to  spend  a  lot  more; 
you  hear  them  trying  to  figure  out  how  to  spend  money  in 
ways  that  don't  look  like  spending  money,  like  Dukakis' 
imposition  of  health  insurance  on  firms. 
But  taxes  have  been  raised  under  Reagan. 
But  in  indirect  ways;  they  can't  do  it  openly. 

You  have  argued  that  government  intervention  has  been 
disa-edited  by  its  failure  to  produce  better  results  than  market 
forces.  But  isn't  it  the  case  that  in  recent  years  the  argument  for 
government  intervention  has  shifted  from  efficiency  to  equity, 
fairness?  The  liberals  don 't  say  that  their  proposals  will  help  the 
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Centralized  totalitarian  states  are  very  good  at  producing  monuments.  The 

Egyptians  could  produce  pyramids.  The  counterparts  of  the  pyramids  in  the 

Soviet  Union  are  their  great  dams  and  their  military.  If  you  break  down  the 

Soviets'  supposed  output  growth  and  ask  what's  happened  to  the  standard  of 

life  of  the  ordinary  citizen,  there  has  been  no  significant  improvement. 


Hcler  TumIc-\/Black  Star 


economy;  they  say  it  will 
make  the  society  "fairer. " 
Exactly — from  the  argu- 
ment that  government- 
owned  industries  will  be 
more  productive,  to  the 
argument  that  you  have  to 
transfer  income  from 
those  who  are  healthy  to 
those  who  are  hurt. 

/  did  not  see  President 
elect  Bust)  arguing  against 
this  approach. 

No  .  .  .  but  on  the  intel- 
lectual level  counterargu- 
ments are  emerging.  The 
most  recent  is  Charles 
Murray's  /n  Pursuit.  Of 
Happiness  and  Good  Gov- 
ernment, which  I  think  is  a 
marvelous  book.  His  ap 
proach  is  very  ingenious 
and  effective.  He  starts 
out,  and  you  might  well 
think  that  he's  just  a  com- 
mitted welfare  statist,  but 
then  he  gradually  works 
around  and  comes  to  the 
conclusion  that  these  pol- 
icies are  doing  more  harm 
than  good. 


Miklxiil  Gorbachev  addressing  a  Commu)iist  I'art)'  congress 


But  l(X)k  at  affirmative  action.  It's  a  substantial  expansion  of 
government  power,  but  it's  virtually  unopposed  because  in 
American  politics  it's  veiy  Ixird  to  stand  up  against  an  accusa- 
tion of  racism.  And  the  California  electorate  voted  themselves  a 
cut  in  insurance  rates 

Don't  misunderstand.  I  am  not  saying,  and  I  never  have 
said,  that  it's  inevitable  that  we  will  reverse  the  course  of 
events.  I  just  think  that  the  situation  looks  far  more 
hopeful  today.  And  it  will  happen,  in  my  opinion,  not  by 
cutting  government  spending  but  by  holding  spending 
steady  while  the  economy  grows,  so  that  government 
becomes  a  less  important  part.  And  the  regulated  indus- 
tries will  become  relatively  smaller  as  they  are  driven  out 
of  business. 

Now,  I  think  both  the  Thatcher  government  and  the 
Reagan  Administration  have  wasted  the  opportunity  to 


go  much  further.  ThJ 
Reagan  Administratior 
has  been  very  bad  on  in| 
ternational  trade  and  in 
temational  economic  pel 
icy.  But,  nonetheless, 
think  there  has  been 
real  change. 

We  classical  definition  ( 
socialistn  is  the  govemt}iei 
ownershp  of  the  means  < 
production,         distribuiio 
and  exchange.  But  hasn  t 
under  the  name  of  libera 
ism  mutated  into  a  more  i . 
ulent  form  iniolving  i 
emment  control  rather  tba 
ownersfjip — particularly   i 
its  American  variant.^ 
But  it's  going  to  be  just  < 
unsuccessful.  Look  at  th 
savings  and  loan  indusi 
You're  going  to  have  i 
have  a  diminution  of  regi 
lation,  not  an  increase,  i 
that   industry's  going  i 
disappear.  FSLIC  is  goii 
to  have  to  be  replaced,  b 
cause  it's  headed  towa 
bankruptcy.  All  those  i 

dustries   that   are   high 

regulated  will  tend  to  d 
cline  relative  to  those  that  are  not. 

The  really  dangerous  problem  is  not  regulation  but  i 
transfer  payments.  Social  Security  and  welfare. 

W/j}'  are  transfer  payments  like  Sociid  Secimty  dangerous 
Because  you  cannot  benefit  people  through  what  we  ha 
come  to  call  rent-seeking  (a  group's  use  of  political  pow 
to  extract  subsidies  from  the  community).  Take  agrici| 
turc.  In  the  first  place,  those  being  benefited,  if  anybody 
are  generally  very  wealthy.  A  modern  farm  is  a  mul 
million-dollar  enterprise.  Secondly,  I  estimated  a  year 
two  ago  that  we  are  now  spending  $19,000  per  year  p 
person  engaged  in  agriculture,  including  not  only  the  p 
pnctors  but  also  the  laborers.  The  aggregate  net  profit  frc 
agriculture  is  half  that  amount.  So  most  of  that  money 
just  being  wasted.  It's  being  spent  because  the  costs  ; 
spread  very  widely  and  nobody  has  any  incentive  to 
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Private  markets  are  essential,  but  they're  not  enough.  Free  private 

markets  are  the  critical  element.  India  is  a  nonfree  private  market.  In 

order  to  set  up  a  business,  you  have  to  get  a  license  from  the  government. 

The  easiest  v^ay  to  get  rich  in  India  is  to  have  an  in  with  the  government, 

so  they'll  give  you  a  license  to  get  foreign  exchange. 


\nti>infltf  Iungt:i\  KIdck  sijr 


Mother  and  children  in  a  ttiarketplace  in  India 


nything  about  it.  But  can 
hat  continue  indefinite- 
/?  I  don't  think  so. 

Social  Security  is  a  rent- 
ieking  operation  by  the  el- 
erly.  You  can  hardly  grow 
ut  of  that. 

)h,  yes,  you  can.  In  the 
allowing  sense:  The  po- 
tical  power  of  the  old  is 
oing  to  get  smaller  and 
ot  larger.  The  cost  to  the 
;st  of  the  people  is  going 
p,  and  you're  going  to 

ave  a  revolt  of  the  young     

gainst  the  old. 

But  it's  going  to  take  legislation  to  unwind  it. 
:  will  take  legislation. 

Another  example  of  this  more  subtle  form  of  state  control: 
he  Economist  magazine  has  been  advocating  a  world  cur- 
mcy.  Now,  in  a  sense,  that's  a  form  of  mutated  socialistn — 
'5  political  control  at  the  economy's  heart.  Do  you  see  this 
uppeningF 

lot  a  chance  in  a  million. 

More  or  less  of  a  chance  than  of  privatizing  money? 
hey  both  have  one  chance  in  a  million.  Both  of  them,  one 
bance  in  a  million.  No  government  is  ever  going  to  give 
p  its  right  to  prmt  money,  and  no  government  is  going  to 
e  willing  to  allow  its  own  monetary  policy  to  be  deter- 
lined  by  an  international  organization. 
Well,  there's  tref lie-) idous pressure  oti  Mrs.  Thatcher  right  now 
» integrate  into  tlx  European  Monetary  System. 
ixcuse  me,  you  must  distinguish  between  two  very  differ- 
it  things.  One  is  an  agreement  to  fix  exchange  rates 
lintly,  and  the  other  is  a  unified  currency.  And  to  have  a 
I  oily  world  currency,  you  need  a  unified  currency.  There's 
lo  pressure  on  Mrs.  Thatcher  to  adopt  the  German  mark 
>  the  currency  of  Britain.  There's  no  pressure  on  the 
|rench  to  adopt  the  mark  as  their  currency.  You  see,  that 
i  ould  be  true  unification. 

j  Well,  the  European  Community  bureaucrats  do  want  a  Euro- 
\'-an  central  bank. 

that's  what  they  want,  but  they'll  never  get  it. 
I  A/  the  moment,  the  socialist  world  may  be  in  trouble.  But  you 
uve  to  admit  that  at  various  points  in  the  past,  command 
Vonomies  like  the  Soviet  Union's  have  shown  remarkable 
<  owth  rates.  And  overall,  economic  growth  is  the  central  fact  of 


the  modem  era. 
Excuse  me,  let  me  restate 
what  I  believe  the  truth  to 
be.  Centralized  totalitar- 
ian states  are  very  good  at 
producing  monuments. 
The  Egyptians  could  pro- 
duce pyramids.  The  coun- 
terparts of  the  pyramids  in 
the  Soviet  Union  are  their 
great  dams  and  their  mili- 
tary. If  you  break  down 
the  Soviets'  supposed  out- 
put growth  and  ask  your- 
self a  much  simpler  ques- 

tion — what's  happened  to 

the  average  standard  of 
life  of  the  ordinary  citizen  of  Russia — there  has  been  no 
significant  improvement. 

Of  course,  any  country  which  emerges  from  chaos  into  a 
period  of  order,  as  the  Soviet  Union  did  after  World  War  I 
and  World  War  II,  is  going  to  have  an  improvement  in 
efficiency.  And  there's  no  reason  a  highly  centralized  state 
can't  benefit  from  developments  outside.  Russia  can  have 
radios,  television  sets,  where  it  couldn't  previously.  But 
that's  no  sign  of  Russian  growth.  It's  a  sign  of  their  ability 
to  imitate  and  import. 

In  other  words  then,  the  West  is  the  economic  locomotive  of 
the  world. 

Absolutely.  My  interpretation  of  Russia,  ever  since  I  was 
there  25  years  ago,  has  been  a  very  simple  one:  You  have  to 
regard  Russia  as  a  mother  country  and  a  colony.  The 
mother  country  consists  of  maybe  20  million,  30  million 
people,  the  nomenklatura  The  colony  consists  of  the  rest. 
It's  Belgium  and  the  Belgian  Congo. 

Now,  the  mother  country  views  the  colony  not  from  the 
point  of  view  of  the  welfare  of  the  colony  but  from  the 
point  of  view  of  how  much  can  be  extracted  from  it.  It 
treats  it  as  a  cow  to  be  milked.  The  mother  country  can 
have  a  relatively  high  level  of  living  by  extracting  it  from 
the  colony.  It  gives  the  colony  something  only  insofar  as  it 
is  necessary.  So  you  see  these  enormous  differences  be- 
tween Moscow  and  the  provinces.  You  drive  through  the 
countryside,  there's  nothing,  naked  light  bulbs  hanging 
down.  .  .  . 

Is  efficient  socialism  a  logical  impossibility? 
Ragnar  Frisch  argued  that  one.  He  counted  the  number  of 
equations  required  to  coordinate  an  economy  and  said  that 
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HE  MAY  NOT  BE 

COVERED  PROPERLY. 


Suppose  this  statue  had  to  be 
shipped  to  another  location. 

What  would  happen  if  it  was  dam- 
aged in  transit? 

Chances  are  the  insured  would 
discover  the  statue  was  missing 
something  very  important.  Namely, 
thousands  of  dollars  in  coverage. 

Because  while  certain  policies 
may  protect  your  property  while  it's 
on  your  premises,  after  it  leaves,  it 
could  be  stripped  of  virtually  all 
protection. 

With  property  and  casualty  needs 
becoming  increasingly  complex,  it's 
not  surprising  that  businesses  are 
often  unaware  of  gaps  in  their  insur- 
ance programs.  Last  year,  American 
businesses  let  millions  of  dollars  slip 
through  those  gaps.  Which  is  why  at 
CIGNA,  we're  constantly  developing 
ways  to  reduce  them. 

One  way  is  with  our  business  pack- 
age policy.  An  exceptional  policy 
we  invented  and  sell  more  of  than 
anyone  else.  It  enables  us  to  tailor 


specific  coverages  and  build  them 
around  the  needs  of  your  business. 
Coverages  designed  to  close  gaps. 
Like  our  transportation  coverage, 
which  would  guarantee  payment  for 
a  loss,  even  when  the  shipper  of  the 
statue  isn't  liable. 

Furthermore,  at  the  CIGNA 
Companies,  we  offer  an  array  of 
business  insurance  products  rarely 
available  from  a  single  insurer.  All 
backed  by  strong  claims  service, 
experienced  loss  control  specialists 
and  one  of  the  most  advanced 
computerized  risk-information  sys- 
tems in  the  industry. 

Without  the  proper  coverage,  you 
could  expose  yourself  to  numerous 
unnecessary  risks.  Call  your  CIGNA 
company  agent,  check  your  local 
listings  or  write  CIGNA  Companies, 
Dept.  R16, 1600  Arch  Street,  Phila.,  PA 
19103  and  learn  how 
we  can  help  fill  in 
the  missing  pieces 
of  your  program. 


CIGNA 


Burma  is  the  most  fascinating  [current  example  of  anti-statist  revolt], 

because  there  is  on  the  record  no  case  of  a  totalitarian  country  which  has 

really  changed  drastically  toward  a  democracy.  There  are  cases  of  military 

juntas  that  are  doing  that — Franco's  Spain,  Salazar's  Portugal  and  now 
Pinochet's  Chile.  But  there  is  no  case  of  a  totalitarian  country. 


Turn  Lubia'Svgnij 


you  could  not  do  it,  be- 
cause it  would  take  too 
big  a  computer. 

Obviously,  computer  pow- 
er has  increased  etjormously 
since  Friscb  urote. 
You  have  to  distinguish 
between  a  static  economy 
and  a  dynamic  economy.  I 
thmk  it  is  perfectly  possi- 
ble that  you  could  handle 
a  static  economy  better  by 
computer  than  by  the 
price  system.  But  the 
problems  are  twofold. 
First,  there  is  no  conceiv- 
able political  system 
which  would  lead  to  the 
correct  programs  for  the 
computer.  And  second, 
the  computer  is  not  capa- 
ble of  initiating  improve- 
ment by  itself.  You  can't 
innovate  by  computer.  Is 
there  a  computer  that 
could  have  invented  the 
supermarket?  People 

don't  realize  what  are  the 
great  inventions  of  the 
20th  century.  The  super- 
market IS  one  of  them. 

As  you  know,  I  have  ar-     

gued  that  science  itself  is 

an  example  of  the  free  market  at  work 

physics  (and  economics  I  would  say 


Antifioterni?ien{  cletuonstixilion  in  Rangoon  last  summer 


For  sciences  like 
also)  that  require  a 
good  deal  of  interaction  between  people  and  the  voluntary 
exchange  of  information,  an  open  society  is  much  better 
than  a  closed  society.  In  the  Soviet  Union,  they  cannot  be 
really  innovative. 

Except  in  certain  areas.  When  people  make  comparisons 
of  the  U.S.  and  the  Soviet  Union,  they  don't  recognize  that, 
with  respect  to  socialist  methods  of  organization,  the  U.S. 
has  no  advantage  over  the  Soviet  Union.  We  can't  organize 
our  military  or  our  schools  any  better  than  they  can, 
because  those  are  socialist  systems.  We  can  have  a  better 
military  because  we  have  a  private  industrial  system  doing 
things  for  other  purposes  that  can  be  carried  over  to  the 
military.  But  otherwise,  why  should  we  be  better  at  social- 


ism than  they  are? 

What  do  you  think  abou 
perestroika? 

I  don't  believe  that  thert 
will  be  a  major  change  ir 
Russia. 

You  don't? 
No,  I  believe  it's  mosth 
talk.  Look.  The  rulers  o 
Russia  have  known  for  a 
least  30  years  that  the 
could  improve  food  pre 
duction  drastically  by  in 
creasing  the  size  of  th 
private  plots.  Why  haven 
they  done  it?  The  answe 
has  to  be  because  of  polit 
cal  control. 

What  about  elsewhere' 
I'm  more  optimistic  aboi 
China  than  I  am  aboi 
Russia.  The  Chinese,  fir' 
of  all,  are  a  cleverer  peij 
pie,  fundamentally, 
more  innovative  peoplJ 
and  they  have  a  greatj 
tradition  of  trading, 
they  have,  most  impc 
tant  of  all,  this  great  r| 
source    in    the    oversej 

Chinese.  The  success 

the  overseas  Chinese 
Hong  Kong,  Singapore,  Taiwan,  has  produced  within  CI 
na  a  pressure  which  is  not  produced  in  Russia  by  Polanl 
Hungary,  Yugoslavia,  which  have  higher  standards  of  lil 
ing  than  Russia,  but  which  are  colonies,  and  which  are  n| 
of  the  same  culture  as  Russia  itself. 

Cbitud  is  also,  of  cowse,  more  of  a  nation-state.  The  Sov\ 
I  'niot\  is  actually  ail  empire  How  can  the  Soiiets  liberalize  th\ 
s\stem  and  hold  tu}>ether  their  non-Russian  components? 
i  don't  think  they  can.  I  think  what's  gone  on  in  Armerl 
and  what's  going  on  in  the  Baltic  states  shows  what  wl 
happen.  They  will  have  to  crack  down.  What  else  c| 
they  do? 

China  is  different — although  Hong  Kong  is  going 
disappear  as  an  example  of  a  real  free  market  economy^ 
}ou  are  not  optimistic  about . . . 
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AtT)shiba,we  only  begin  production 
n  a  copier  once  it's  proven  itself  on  paper. 


Simpson 
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3SHIBA  TEST  ORIGINAL  BIOS 


;i^.o 

O*0ft 


irrrn::^*  HI 


□ 


8®  «  ®  ^->Biii#>o^ii 


■  rt  Mctnents  in  Leadership 
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I  •famenbin  iMdenMp 
(  Nii»mcnt5  in  Leadenhip 

I  rt  Moiiiciils  in  Leadership 


Take  our  BD-9110.  After  testing  two 
them  simultaneously  for  two  weeks 

straight  they  turned 
out  over  one  ton 
of  paper  All  without 
a  single  misfeed 

And  since  the 
BD-9110  is  equipped 
with  fully  automatic 
duplexing,  zoom 
reduction  and  enlarge- 
ment and  a  speed  of 
copies  per  minute,  its  just  as  versatile 
t  is  reliable.  For  a  demonstration,  or 
)rmation,  call  1-800-443-4668. 


(  t  ♦ a  no 


mill 


Or  mail  this  coupon  to:  Toshiba  America,  Inc., 
Copier  Products  Group,  9740  Inim  Boulevard, 
Irvine,  CA  92718 


Name . 


Company  _ 
Address  _ 


City^ 


.  State  _ 


Zip. 


Phone  . 
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K  of  the  many  test  originals 
use  to  ensure  quality  copies. 


The  BD-9110  system. 
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In  Touch  with  Tomorrow 

TOSHIBA 


I'm  more  optimistic  about  China  than  I  am  about  Russia.  .  .  .  The  success  oj 
the  overseas  Chinese  in  Hong  Kong,  Singapore,  Taiwan,  has  produced  withir 

China  a  pressure  which  is  not  produced  in  Russia  by  Poland,  Hungary, 

Yugoslavia,  which  have  higher  standards  of  living  than  Russia,  but  which  ar( 

colonies,  and  which  are  not  of  the  same  culture  as  Russia  itself. 


Jcdn-Paul  Nacivct/Lco  de  VC'vs 


Hong  Kong  is  going  down 
the  drain,  there's  no  doubt 
about  that.  It  may  still  re- 
main relatively  produc- 
tive at  manufacturing,  but 
it  v^^ill  certainly  stop  being 
the  financial  center.  Are 
you  willing  to  put  your 
money  in  Beijing  instead 
of  Geneva? 

Despite  the  guarantees? 
There  are  no  effective 
guarantees.  After  all,  the 
Soviet  Union's  constitu- 
tion guarantees  the  people 
freedom. 

Well,  you  recently  spoke 
in  Shanghai  at  the  Cato  In- 
stitute's conference  on  liber- 
alizing the  Chinese  econo 
my.  Wlxit  do  you  -think  is 
going  on  therei' 
Oh,  I  know  what's  going 
on.  I  went  through  consid- 
erable parts  of  China  and 
ended  up  in  Beijing,  where 
I  had  a  private  meeting 
with  General  Secretary 
Zhao  Zi  Yang  that  lasted 
about  two  hours.  Zhao  is 

very  sophisticated  and  un- 

derstands   the  virtues  of 

freeing  the  Chinese  economy.  He  says  the  government  is 
going  to  control  the  market,  and  the  market's  going  to 
control  the  economy. 

Now,  that's  a  nonsense  formulation.  Government  orga- 
nizes from  the  top  down,  and  the  market  organizes  from 
the  bottom  up;  you  can't  combine  the  two.  What  they  are 
really  doing  is  converting  a  part  of  their  economy,  agricul- 
ture and  small  business,  to  capitalism  by  indirect  means. 
The  government  insists  on  owning  the  land,  but  it  is  now 
giving  farmers  long-term  leases,  originally  15  years,  now 
up  to  50  years.  It's  the  equivalent  of  ownership— after  all, 
in  Britain  you  have  99-ycar  leases. 

And  they're  allotting  five  prices  in  tfxse  areas? 
They  have  been  allowing  free  prices.  Unfortunately,  be- 
cause they  printed  too  much  money,  they're  running  into 
serious  inflation.  So  they're  going  to  draw  back  and  have 


A  riew  oJ  Hong  Kong's  modern  skyline 


price  control  for  a  tim 
There's    a    big    fight 
tween   two   groups.    T 
old-line  Party  people  ar 
those  benefiting  from  t 
bureaucracy — there's 
tremendous    amount 
corruption     in     China 
have  been  able  to  use  i 
flation  to  reduce  Zhac 
power  greatly.  But  app, 
ently   there's  no  reaso 
able    acceptable    altem 
tive,  so  he  looks  to  be  fa 
ly     secure     as     gene 
secretary. 

In  my  opinion,  the  od 
are  they  will  get  stuc 
China  will  improve  grac 
ally,  especially  because, 
the  influence  of  the  Ho 
Kong  people,  who  are  t 
most  energetic  and  ent 
preneurial      group.      E 
eventually  it  will  rep 
the  experience  of  Yugo 
via,  which  had  a  big  j 
when  it  broke  from 
Soviet  system  and  int 
duced   workers'   coope 
tives  and  then  got  sti 
because  it  wasn't  a  r 

honest-to-God  capitalist  system.  Now,  other  people 

much  more  optimistic. 


Of  course,  fi-eeing  prices  can  unfortunately  mean  thatpo 
ailly  sensitire  ones  do  rise.  Look  at  Polaitdjor  example,  witi 
ruinous  food  subsidies  fs  it  politically  possible  to  unscramb\ 
socialized  egg'" 

Well,  you  can  unscramble  it,  but  through  major  surgn 
not  minor  changes.  I  think  in  Poland,  unlike  in  China,  i 
have  to  have  a  political  revolution.  China  has  always  bi 
highly  centralized.  You  haven't  had  any  element  of 
mocracy  or  freedom  or  even  any  conception  of  it.  An 
remains  that  way.  But  a  centralized  state  is  perfel 
compatible  with  a  healthy  economy,  as  we  have  seei 
Chile. 

Wxit's  Ixippened  in  Chile? 
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To  you^  ifs  another  small  office  building. 

To  us,  it's  creating  a  more 

efficient  working  environment. 


The  300  people  who  work  in  the  Commerce 
laring  House  enjoy  one  of  the  most  comfortable,  yet 
::ient  working  environments  ever  designed.  It's  controlled 
la  Johnson  Controls  facilities  management  system  that 
'i/ides  the  perfect  balance  of  heating,  cooling,  lighting, 
ijrity  and  fire  protection.  The  result  is  considerable 
'ngs  to  building  owners  and  tenants  alike. 

Designing  and  installing  automated  systems 
|)uildings  is  our  business.  Maintaining  and  servicing 
I  ding  systems  through  our  Alliance  program  is 
j business,  too.  Over  100,000  buildingowners  have 
sen  Johnson  Controls  for  facilities  management. 


These  projects  range  in  size  from  giants  like  Los  Angeles 
International  Airport  to  smaller  buildings  like  Commerce 
Clearing  House. 

For  more  information  on  a  working  environment  that 
works  to  save  you  money  while  it  keeps  occupants  com- 
fortable and  productive,  give  us  a  call  at 
1-800-972-8040.  In  Wisconsin,  call 
1-800-472-6533.  Orwrite,  Johnson  Controls, 
Systems  and  Services  Division,  C19, 
Milwaukee,  Wl  53201-0423. 

JQHNSON 

contrIls 

Creating  o  better  climate 
for  business. 
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Xje  was  about  to  spend 
millions  on  a  system  that  could 
become  obsolete  tomorrow 

Ulcer  material. 

I  gave  him  some  insurance." 


-Carol  McLarty,  AT&T  Branch  Manager 


©1988  AT&T 


He  was  redesigning  the  company's  informa- 
tion network.  Mainframes  and  business 
computers,  phone  systems,  data  com- 
lunications  equipment,  the  whole  shebang.  And  he 
'as  justifiably  concerned. 

What  if  the  system  that  was  perfect  for  his 
Dmpany  toda\'  couldn't  adapt  to  new  technologies 
1  the  future?  What  if  it  all  became  obsolete  in 
ve  years?  It  could  happen. 

I  told  him  if  he  used  AT&T's 
pen-ended  approach,  it  wouldn't 
appen  to  him. 

By  using  AT&T  as  a  strategic 
usiness  planner  and  by  subscrib- 
ig  to  AT&T's  system  of  open  archi- 
;cture,  he  could  customize  his 
iformation  system  at  his  own  pace. 
e  could  buy  just  the  equipment 
id  services  he  needed  today  and 
ave  the  flexibility  to  adapt  for  the 
iture  as  his  business  grew  and  his 
eeds  changed. 

Other  vendors  say  they  have 
jnnectivity  and  flexibility  but  it's 
nly  within  their  own  system.  AT&T 
ffers  it  from  one  system  to  another 

Whether  you  use  our  equip- 
,ient  or  someone  else's. 

'■      Since  our  approach  is  communications-based, 
ere  able  to  give  you  greater  control  over  your 
)mmunications  by  putting  the  power  of  the  AT&T 
etwork  into  your  own  hands.  For  instance,  with  an 
r&T  PBX  and  departmental  computer  capabilities, 
)u  can  free  your  mainframes  from  managing  com- 
lunications  and  let  them  do  the  job  they  were 
leant  to  do. 

But,  most  important,  AT&T's  open-ended  solu- 
)ns  help  protect  your  investment,  which  will 
lable  you  to  add  new  equipment  as  new  tech- 
i  jlogies  are  developed,  witliout  scrapping  all  the 
l^uipment  you  already  have. 

Partnering  with  us  now  can  provide  you  systems 
ith  the  future  built  in.  That's  the  best  insurance 
ivone  could  have." 


For  more  information  about  AT&T's  open- 
:  ided  solutions,  contact  your  AT&T  Account 
iecutive  or  call  1  800  247-1212. 


AT&T 

The  right  choice. 


One  of  the  signs  of  whether  a  revolution  in  ideas  is  affecting  practice  is  its 
worldwide  impact.  And  just  as  the  Adam  Smith  revolution  reached  Japan  an 

continental  Europe  and  the  U.S.,  the  most  dramatic  manifestations  of  this 
present  revolution  are  really  in  China,  Russia,  Poland  and  the  Third  World 

As  far  as  rolling  back  the  welfare  state,  the  most  radical  moves  have  been 
made  in  New  Zealand  under  a  nominally  socialist  government. 


New  Zealand  lamb  un  ibe  way  to  world  markets 


When  Pinochet  came  in, 
the  government  share  of 
GNP  was  40%;  it's  been 
cut  down  to  20%.  And 
there's  no  South  Ameri- 
can country  that  has  done 
nearly  as  well  in  holding 
down  inflation;  it's  re- 
cently been  20%  or  less  a 
year.  There's  real  growth, 
and  their  debt  has  been 
going  down.  Chile  has 
done  very  well.  And 
they're  now  going  to 
move  toward  democracy. 

Let's  look  at  the  Third 
World.  Government  plan- 
ning and  control  was  uni- 
versally   recommended    hy     

development  economists  as 

recently  as  15  yeafy  ago.  Sow  again  central  planning  may  noi 

Ixfve  worked  well — hut  there  hcu^  heeti  economic  growth  in  the 

Tl}ird  World.  Ixisn't  there? 

Where — aside  from  the  OPEC  countries? 

India 
I  spent  two  months  in  hidia  in  1955  or  1956.  I  spent  some 
time  there  most  recently  in  1978.  The  only  significant 
change  1  could  see  was  the  international  hotels  that  were 
not  there  in  1955  or  1956.  The  people  are  just  as  miserable 
as  they  were  at  the  time  of  independence.  It's  like  the 
Russian  case  again.  Monuments. 

Let  me  summarize  my  own  view.  Private  property  is 
essential,  but  it's  not  enough.  Private  markets  arc  essen- 
tial, but  they're  not  enough.  Free  private  markets  are  the 
critical  element.  India  is  a  nonfree  private  market.  In  order 
to  set  up  a  business,  you  have  to  get  a  license  from  the 
government.  The  easiest  way  to  get  rich  in  India  is  to  have 
an  in  with  the  government,  so  they'll  give  you  a  license  to 
get  foreign  exchange. 

/;/  the  U.S.,  of  course,  these  insiilutiitnal  prerequisites  for 
capitalism  are  being  eroded  by  judicial  rewriting  of  such  things 
as  contract  law. 

Peter  Huber  has  just  written  a  very  good  book  about  this, 
called  I.iabilir\:  The  Legal  h'eioluiion  and  Its  Cunset/uences 
You  have  the  impact  of  egalitarianism,  in  the  law  schools 


and  in  society  at  large, 
it's  still  strong. 

What  about  the  rest  ofi 
Third  World.''  TIjere  seem 
be  anttitatist  revolts  in  Bi 
ma  and  Algeria. 
Burma  is  the  most  fas 
nating,  because  there  is 
the  record  no  case  of  a 
talitarian  country  whi 
has  really  changed  dras 
cally  toward  a  democrai 
There  are  cases  of  milit; 
luntas  that  are  doi 
that — Franco's  Spain, 
lazar's  Portugal  and  r 
Pinochet's  Chile, 
there  is  no  case  of  a  tot; 
tarian  country. 

But  will  these  revolts  It 

to  tlje  dismantling  ofsoc 
ism.  or  are  we  going  to  see  something  like  tlje  famous  desa 
tion  of  czarism.  'autocracy  tempered  by  assassination' 
cialL-im  tempeied  by  periodic  chaos.-' 
If  Burma  really  were  to  move  toward  a  multiparty  sti 
yes,  then  you  can  have  a  very  significant  improveme 
but  if  another  totalitarianism  replaces  the  failed  o 
you'll  have  the  same  thing  repeat  itself.  There's  no  rea; 
it  should  progress. 

For  example,  we  say  it.x'  Chinese  are  clever  people,  but.  as 
point  out.  the)'  never  /xid  any  tradition  of  demoa-acy  or 
thing  tlxit  resembles  classical  liberalism.  And  tfjey  had 
hi.'ilorical  episode  ivherv  tlwy  apparently  stagnated  for  a  th 
sand  years  Wlxit  Ijappened  there  ^ 
I  don't  know.  Why  has  the  world,  as  a  whole,  stagna 
most  of  the  time?  See,  you  go  back  to  the  excerpt  you  r 
to  me  from  Ckipitalism  and  Trvedom.  The  history  of 
world  IS  the  history  of  tyranny  and  misery  and  stagnati|~ 
Periods  of  growth  arc  exceptional,  very  exceptional. 

You've  mentioned  iiirat you  see  as  the  institutional pr-ere 
sites  for  capitalism  Do  you  think  there  might  be  cultural  pri 
uisites.  too? 

Oh,  yes.  For  example,  truthfulness.  The  success  of  Ld 
non  as  a  commercial  entrepot  was  to  a  significant  des^ 
because  the  merchants'  word  could  be  trusted.  It  cut  del 
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No  other  name 
carries  more  weight. 

Nothing  is  too  big,  too  small,  too  precious  or 
too  difficult  for  us  to  handle -no  matter  how  far 
it's  going  or  what  it  takes  to  get  it  there. 

Which  is  why  more  people  entrust  more 
tons  of  cargo  to  Lufthansa  than  to  any  other 
international  cargo  carrier  in  the  world. 

Count  on  us  when  you  need  to  ship  any- 
thing anywhere. 

People  expect  the  world  of  us. 

(Q)  Lufthansa 

German  Airlines 


The  political  power  of  the  old  is  going  to  get  smaller  and  not  larger. 
The  cost  to  the  rest  of  the  people  is  going  up,  and  you're  going  to  have  a 

revolt  of  the  young  against  the  old. 


FliAiht-ih  rrt-w  s  Image  >X'orks 


Senior  citizens  detiu) 


transaction  costs. 

It's  a  curious  fact  that 
capitalism  developed  and 
has  really  only  come  to 
fruition  in  the  English- 
speaking  world.  It  hasn't 
really  made  the  same 
progress  even  in  Europe — 
certainly  not  in  France, 
for  instance.  I  don't  know 
why  this  is  so,  but  the  fact 
has  to  be  admitted. 

Does  this  mean  that  capi- 
talism may  not  necessarily 
be  exportable' 
Beyond  a  certain  point,  it 
may  not  be.  It's  been  suc- 
cessful in  Hong  Kong,  but 
there  the  limited-govern- 
ment framework  was  pro- 
vided by  the  British — at 
the  same  time,  incidentally,  that  they  were  depriving  their 
own  people  of  its  benefits!  Whether  the  Chinese  them- 
selves can  generate  that  framework  is  very  much  an  open 
question. 

As  is  the  future  of  the  new  capitalist  societies  of  East 
Asia,  like  Japan.  It's  a  myth  that  the  Japanese  government 
has  some  sort  of  "industrial  economy"  and  directs  the 
economy;  actually  they  have  a  mixed  economy  very  like 
the  U.S.,  and  it's  grown  despite  govemment  policy — MITI 
was  originally  opposed  to  automobile  exports,  for  exam- 
ple. But  I  believe  it  is  still  an  imitative  rather  than  an 
innovative  economy.  Their  technology  development  is 
still  basically  derivative. 

Well,  what  does  all  this  tell  ns  ahoi4t  economics^  Yon  sav  t/xit 
economics  is  a  science,  aJranciufi  over  time  and  clxtracterized 
by  an  ability  to  predict — but  uhy  this  endless  metlx>dol()f>ical 
oscillation  between  the  state  and  the  market-' 
That  isn't  economics.  That's  philosophy,  political  sci- 
ence. .  .  There's  an  economic  clement  to  it,  of  course. 
Economics  is  a  much  more  difficult  science,  fundamental- 
ly, than  physics,  primarily  because  of  the  great  difficulty  of 
doing  experimentation.  People  think  the  natural  sciences 
produce  truth,  but  they  don't.  The  natural  sciences,  like 
the  economic  sciences,  produce  hypotheses  which  arc 
accepted  so  long  as  no  better  one  comes  along,  and  so  long 
as  no  contradictory  evidence  comes  along. 

I  do  have  real  doubts  about  some  of  the  directions  in 
which  economics  has  been  going.  I'm  a  quantitative  econ- 
omist myself,  but  I  think  computers  have  made  it  too  easy 


licit iotial  health  care 


to  do  quantitative  woi 
without  understandir 
what  you're  doing.  And 
think  there  has  been  tc 
much  of  a  drift  towai 
pure  mathematics  for 
own  sake  in  economics, 
opposed  to  economic  coi 
tent.  If  able  people  wai 
to  do  that,  then  you  ha^ 
got  to  give  them  the 
head  to  do  it.  But,  perso: 
ally,  I  think  it's  overdon 

Friedrich  Hayek  has  a  s 
ciobiological  argument  / 
the  perennial  appeal  of  s 
cialism.  He  says  that  for  c 
most  all  of  its  history,  ti 

human    race   subsisted 

simple  hunter-gather 

bands  and  tlxit  all  important  relationslnps  were  face-to-fa 
Vk'  few  thousand  years  of  cirilization,  just  a  fleeting  mome 
from  an  etolutionary  point  of  view,  Ixive  not  been  enough 
accustom  us  to  impersonal  relations/yips  like  tfje price  system. . 
people  re.pond  emotionally  and  u  ant  to  hash  greedy  landlon 
for  example,  despite  the  power  of  the  intellectual  case  agait 
rent  contiols. 

Wlxit  do  you  think  about  Friedrich  Hayek's  argument  th 
socialism  is  nostalgia  for  getting  back  to  a  simpler  world,  o.' 
in  which  the  priesLs  and  tribal  chieftains  made  your  decisio 
for  you? 

I  agree  with  Hayek.  I  think  we're  very  influenced  by  o 
genetic  structure.  I  personally  prefer  capitalism  on  moi 
grounds,  but  I've  always  said  that  the  only  reason  it  si 
vives  is  its  material  success.  Most  people  find  socialis.. 
more  satisfying  emotionally. 

One  of  the  things  that  trouble  me  very  much  is  I  belie 
a  relatively  free  economy  is  a  necessary  condition  for 
democratic  society.  But  I  also  believe  there  is  eviden; 
that  a  democratic  society,  once  established,  destroys  a  fr; 
economy.  So  rolling  back  the  welfare  state  is  exceeding' 
difficult,  there's  no  question  about  that. 

But,  you  know,  I  made  a  little  calculation  a  while  ai 
that  I  think  you'll  find  interesting.  About  200  years  ago  i 
English  newspaper  wrote,  "Slaves  are  three  and  twen' 
times  more  numerous  than  men  enjoying,  in  any  tolerab 
degree,  the  rights  of  human  nature."  I  estimate  now  tl 
the  ratio  has  fallen  in  the  last  two  centuries  from  23-tc 
to  about  3-to-I. 
So  we've  a  long  way  to  go,  but  there's  progress.  ■ 
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opyright  1988  by  Saab-Scania  of  America,  Inc. 


Saabs  are  intelligently  pnced  from  $16,995  to  $32,095.  Manufacturer's  suggested  retail  prices  not  including  taxes,  license,  freight,  dealer  charges  or  options  Prices  subject  to  change. 

It's  nice  to  have  money.  It's  nicer  to  use 
it  wisely.  That's  why  the  new  Saab  9000  CD 
IntrAclucina  ^^  ^  particularly  smart  automotive  investment. 

imrwavmig  The  9000  CD  is  filled  with  luxuries 

thO  SClClb  9wOO  CD»  llke  power-operated  leather  seats,  automatic 

"he  most  intelligent  luxury  car  ^^'^^'^  ^o"'--"'  ^"'i  "''>"'  pa/senger  and 

^   »l  '  cargo  room  than  any  imported  car  but 

GVOI*  built*  one;  the  Rolls  Royce  Silver  Spur  limousine. 

It's  also  filled  with  the  spirit  of  Saab; 
intercooled  turbocharging,  precise  handling 
and  front-wheel  drive,  making  the  lap  of 
luxury  fun  as  well  as  comfortable. 
'  Most  surprisingly  the  9000  CD  offers 

something  you  may  be  gratified  to  find 
in  its  class. 

Your  money's  worth. 


k^iA 


The  most  intelligent  cars  ever  built. 


Private  Enterprise 


Private  companies  are  no  longer  at  a  dis- 
advantage in  raising  capital.  Thafs  one 
reason  a  lot  of  public  companies  are  going 
private.  Thank  you  Drexel,  Bumham. 

The  joy  of 
private  capital 


By  Laura  Jereski 


NOT  LONG  AGO  a  fast-gTowing 
private  company  stood  at  a  dis- 
tinct disadvantage  to  its  public 
competition.  It  would  have  a  tougher 
time  finding  money  to  fuel  growth. 
And  once  it  found  a  banker  or  insur- 
ance company  with  ready  cash,  the 
terms  could  be  harsh,  compared  with 
what  publicly  traded  competition 
found  in  the  public  markets. 


No  longer.  Nowadays,  a  private 
company  doesn't  have  to  give  away 
large  chunks  of  equity  or  pay  usurious 
interest  rates  to  get  the  money  it 
needs.  Indeed,  a  large  and  liquid  pool 
of  cash  stands  ready,  in  the  form  of 
private  placement  issues. 

Private  placements  are  issues  of 
debt  or  equity  sold  to  a  small  number 
of  sophisticated  investors.  Because 
the  investors,  which  include  pension 
funds,  insurance  companies  and  ven- 


ture capitalists,  are  considered  savvy, 
and  the  issues  aren't  expected  to 
trade,  the  deals  aren't  registered  with 
the  Securities  &  Exchange  Commis- 
sion. That  keeps  companies'  privacy 
intact,  shielding  them  from  prying 
customers  or  competitors.  And  it 
means  the  investors  often  have  a  bet- 
ter grip  on  their  investments  than 
they  do  in  the  public  market. 

IDD  Information  Services  of  New 
York  estimates  $100  billion  will  be 
placed  privately  this  year — and  this 
doesn't  include  certificates  of  deposit, 
collateralized  mortgage  obligations 
and  deposit  notes  placed  through  bro- 
kers. Some  of  the  private  placements 
are  done  for  publicly  traded  compa- 
nies, but  perhaps  half  ($50  billion 
will  go  to  private  companies — those 
without  publicly  traded  stock. 

A  far  cry  from  1982,  when  the  pri 
vate  placement  market  totaled  $24 
billion — not  much  more  than  it  wil 
take  to  turn  RJR  Nabisco  into  a  pri 
vate  company. 

Why  the  sudden  popularity  of  pri 
vate  ownership?  Look  no  further  thai 
Drexel  Bumham  Lambert.  The  in 
vestment  bank  grew  to  its  present  sizi 
by  providing  capital  to  companie 
that  aren't  investment  grade  (BBB  o 
better  on  the  bond  rating  scale).  Ii 
popular  jargon  these  loans  are  callei 
junk  bonds,  but  they  are  by  no  mean 
all  junky,  except  by  conventions 
standards  of  creditworthiness. 

The  low  default  rate  on  that  jun! 
bond  business — 2%  over  more  than 
decade — no   doubt    helped   convinc 
other  lenders  that  a  company's  poter  I 
tial  isn't  always  best  measured  by  cui  1 
rent  earnings,  on  which  the  equi' 
markets  tend  to  focus.  Drexel  heljv 
create  a  whole  new  attitude  towar  j 
debt  and  borrowing  that  benefits  pr  ' 
vate    companies    and    small    publ 
companies  mightily. 

As  every  chief  executive  offici 
knows,  there  are  many  advantages  i 
running  a  private  company.  Priva 
companies  are  free  to  disregard  qua 
terly  and  even  annual  earnings  ar 
concentrate  instead  on  cash  flo\ 
That  means  the  owners'  interests  a 
more  in  line  with  the  creditors':  Tl 
emphasis  is  on  strengthening  tl 
company  rather  than  on  dazzling  an 
lysts  with  earnings  pyrotechnics. 

And  if  the  private  managers  bungl 
Private  placements  come  with  touj 
covenants  that  keep  issuers  on  tl 
straight  and  narrow.  Indeed,  that 
why  losses  are  so  low.  Cigna,  for  on 
has  written  off  only  $126  million 
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What's  a  private  company? 


A  corporation  qualifies  for  the  list  that  begins  on  page 
,180  if  it  operates  for-profit  but  does  not  have  public- 
ly traded  common  stock:  Either  it  has  too  few  common 
shareholders  to  file  with  the  Securities  &.  Exchange 
Commission  or,  if  it  files,  its  stock  is  not  available  to 
the  general  public.  In  the  former  group  would  be  most 
of  the  400  companies  on  the  list,  including  such  closely 
held  giants  as  Cargill  and  Mars.  In  the  latter  group  are 
such  companies  as  United  Parcel  Service  and  Publix 
Super  Markets,  whose  stock  is  widely  held,  but  only  by 
employees. 

The  key  to  determining  public  ownership  for  this  list 
is  the  common  stock.  A  company  with  widely  traded 
bonds  but  closely  held  stock  would  be  considered  pri- 
vate. Many  companies  that  were  taken  private  in  lever- 
aged buyouts  still  have  bonds  owned  by  the  general 


public,  such  as  Safeway  Stores,  ranked  number  4,  and 
R.H.  Macy,  number  9  on  the  list. 

The  LBO  craze  in  the  past  year  has  put  40  corpora- 
tions on  the  list.  This  trend  helped  push  up  total  reve- 
nue on  the  list  by  almost  17%,  to  $523  billion.  The 
biggest  newcomer  by  revenue  is  $4.6  billion  Montgom- 
ery Ward,  sold  by  Mobil  in  June  1988  in  a  management 
buyout.  Giant  RJR  Nabisco,  with  $15.8  billion  in  reve- 
nues, may  be  on  next  year's  list. 

Excluded  from  the  survey  are  mutuals,  cooperatives, 
foreign-owned  firms,  joint  ventures  and  companies 
50%  or  more  owned  by  public  corporations.  The  reve- 
nue shown  is  for  the  most  recent  fiscal  year.  Some 
companies  provided  estimates,  while  other  estimates 
were  developed  by  Forbes  and  confirmed  by  outside 
sources. — Tina  Russo 


its  $8.5  billion  portfolio. 

A  private  company  performs  to  a 
different  audience  than  most  public 
companies.  A  private  company  must 
impress  owners  and  creditors.  A  pub- 
lic company  must  impress  analysts 
and  a  vast,  semi-informed  public. 

No  wonder  so  many  big  companies 
have  stayed  private:  Hallmark  Cards 
and  Cox  Enterprises,  for  example.  Be- 
ing private  hasn't  prevented  them 
from  growing  into  billion-dollar  busi- 
nesses. The  400  largest  private  compa- 
nies in  the  U.S.  (the  rankings  begin  on  p. 
180)  have  combined  revenues  of  $523 
billion,  compared  with  $449  billion  the 
year  before.  This  is  an  increase  of  al- 
most 17%,  compared  with  an  increase 
of  7.4%  for  the  largest  publicly  owned 
companies.  Forty  formerly  public  com- 
panies went  private  this  year,  com- 
pared with  2 1  last  year.  Many  that  have 
gone  private  in  the  last  few  years  did  so 
through  leveraged  buyouts.  These  in- 
clude Beatrice  and  its  spinoffs 
\Avis,  TLC  Beatrice  and  Play- 
tex);  Safeway  and  its  spinoff, 
Safeway  Texas;  and  R.H. 
Macy. 

These  companies  no  long- 
er have  publicly  traded  stock, 
't)ut  they  may  have  SEC-reg- 
''stered  debt  (i.e.,  bonds  that 
':ould  trade  outside  the  ranks 
of  private  investors).  In  any 
':ase,  they've  likely  been  pri- 
vate placement  issuers. 

But  what  about  the  wanna- 
bes, companies  too  small  for 
lublic  markets  or  too  un- 
oiown  for  conservative  bank 
lenders?  Not  to  worry.  This 
I  s  the  precious  "middle  mar- 
ket" on  the  lips  of  so  many 
'jankers  talking  up  their 
'tocks.  And  if  they  can't  get 
he  money  from  banks,  there 


are  plenty  of  other  sources.  "There  is 
so  much  money  around  for  smaller 
deals,"  says  David  Gezon  of  British 
merchant  bank  Kleinwort  Benson, 
"that  lenders  often  ask  issuers  what  it 
will  take  to  get  the  deal  done." 

Indeed,  much  of  the  money  flood- 
ing into  private  placements  targets 
deals  under  $100  million.  Available 
financing  for  these  deals  has  been 
growing  35%  a  year  since  1985. 

That's  just  what  Raul  Alarcon  Jr. 
found  when  he  wanted  to  add  a  Los 
Angeles  FM  radio  station  to  his  Span- 
ish Broadcasting  System.  His  bank, 
the  Bank  of  New  England,  balked  at 
lending  him  $35  million  when  the 
company's  total  revenues  stood  at  a 
bare  $19  million.  Result?  Through 
BNE  Associates,  the  bank's  invest- 
ment banking  subsidiary,  Alarcon 
raised  $35  million  privately,  most  of 
it  at  fixed  long-term  rates  under  11%. 

Alarcon  is  only  one  of  many.  Take 
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Morris  Newspapers  of  Savannah,  Ga., 
with  over  $100  million  in  revenues 
from  38  publications,  four  tv  stations 
and  two  printers.  The  company,  start- 
ed in  1970  with  two  newspapers,  grew 
by  buying  properties  with  owner  fi- 
nancing. Last  spring  Morris  did  its 
first  major  private  placement,  for  $60 
million,  to  buy  the  Little  Rock,  Ark. 
NBC  affiliate  for  $61  million.  Says 
Edward  Brooks,  chief  financial  officer: 
"As  long  as  we're  getting  what  we 
need  in  the  private  market,  we  have 
not  had  to  consider  going  public  to 
keep  growing." 

With  so  much  money  available,  the 
returns  lenders  require  are  starting  to 
slip.  "The  expected  return  for  a  $25 
million  subordinated  loan  with  war- 
rants used  to  be  25%.  It's  more  like 
15%  or  17%  now,"  comments  Wiley 
Sharp  III  at  investment  bank  Dain 
Bosworth  in  Minneapolis.  He  cau- 
tions that  terms  are  tougher  for  deals 
under  $10  million,  since  few 
lenders  are  willing  to  take 
the  time.  His  advice?  Borrow 
more,  even  if  you  don't  need 
it  at  the  time. 

Staying  private  has  its 
costs.  Owners  can't,  for  in- 
stance, as  easily  reward  exec- 
utives with  stock  options, 
and  owners  have  less  liquid- 
ity. But  no  longer  do  private 
companies  have  to  accept  a 
shortage  of  long-term  capital 
as  one  of  the  inevitable  costs. 
Next  time  the  stock  mar- 
ket booms,  no  doubt  some 
private  companies  will  go 
public  to  cash  in.  But  as  long 
as  the  market  is  quiet  and 
plenty  of  debt  money  is 
available,  look  for  the  ranks 
of  private  companies  to  keep 
growing.  ■ 
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The  400  Largest  Private  Companies  in  the  U.S. 


Rank 
this        last 
year         year 

Company /business 

Sales 
(millions)  Employees 

Chief  executive 

City,  state 

1 

1 

Cargill/intl  marketer  of  agri  &.  bulk  commodities 

$38,200 

55,020 

Whitney  MacMillan 

Miimeapolis,  MN 

2 

4 

Koch  Inds/petroleum,  natural  gas,  chemicals 

16,000e 

7,500 

Charles  Koch 

Wichita,  KS 

3 

3 

Continental  Grain/commodity  tradmg  &.  processing 

13,000 

12,000 

Donald  L  Staheli 

New  York,  NY 

4 

2 

.Safeway  Stores/supermarkets 

13,000e 

115,000 

Peter  A  Magowan 

Oakland,  CA 

5 

6 

United  Parcel  Service/package  delivery 

9,682 

170,000 

John  W  Rogers 

Greenwich,  CT 

6 

■ 

.Southland/ convenience  stores 

8,466' 

43,600 

John  P  Thompson 

Dallas,  TX 

7 

7 

Mars/candy  manufactunng,  pet  food,  rice 

8,000e 

22,000 

Forrest  E  Mars  Jr 

McLean,  VA 

8 

9 

•Supermarkets  General/groc  stores,  home  improvement  ctrs 

5,770 

30,000 

Kenneth  Peskin 

Carteret,  NJ 

9 

10 

•RH  Macy/department  stores 

5,729 

70,000 

Edward  S  Finkelstein 

New  York,  NY 

10 

11 

Peter  Kiewit  Sons'/packaging,  construction,  coal  mining 

4,682 

32,000 

Walter  Scott  Jr 

Omaha,  NE 

11 

■ 

.Montgomery  Ward  &  Co/department  stores 

4,639 

35,000 

Bernard  F  Brennan 

Chicago,  IL 

12 

8 

Bechtel  Group/engineering  &.  construction 

4,500 

17,500 

Stephen  D  Bechtel  Ir 

San  Francisco,  CA 

13 

■ 

.Stop  &  Shop  Cos/supermkts,  Bradlees  discount  dept  strs 

4,300 

44,000^ 

Avram  I  Goldberg 

Boston,  MA 

14 

16 

Publix  Super  Markets/grocery  stores 

4,187 

21,220 

George  W  [enkins 

Lakeland,  FL 

15 

18 

Carlson  Cos/worldwide  service  corporation 

4,100 

51.000 

Curtis  L  Carlson 

Minneapolis,  MN 

16 

■ 

•Trans  World  Airlines/airline 

4,100 

29,919 

Carl  C  Icahn 

New  York,  NY 

17 

14 

•ARA  Services/food  svcs,  uniform  rentals,  child  care  svcs 

4,019 

119,886 

Joseph  Neubauer 

Philadelphia,  PA 

18 

12 

•Beatrices/food  processing 

4,012 

19,700 

Frederick  B  Rentschler  Chicago,  IL                   \ 

19 

13 

Goldman,  Sachs/investment  banking,  securities  brokerage 

4,000e 

6,800 

John  L  Weinberg 

New  York,  NY 

20 

73 

Peat  Marwick  Main/accounting 

3,800 

60,000 

Larry  D  Horner 

New  York,  NY 

21 

17 

•Owens-Illinois/packaging 

,.^,600 

48,000 

Robert  |  Lanigan 

Toledo,  OH 

22 

19 

•Borg-Wamet/auto  parts,  security  svcs 

3,500 

75,000 

[ames  F  Bere 

Chicago,  IL 

23 

■ 

•American  Standard/bldg,  air  conditioning,  transport  prnii« 

3,400 

39,300 

William  B  Boyd 

New  York,  NY 

24 

15 

Drexel  Burnham  Lambert/invest  banking,  sec  brokerage 

3,200 

10,000 

Frederick  H  Joseph 

New  York,  NY 

25 

23 

Marmon  Group/multicompany 

3,200 

25,S4,S 

Robert  A  Pntzker 

Chicago,  IL 

^L      ^^       yWfcjW  '     X^K^  ^n  in  »(*«.--■ 

ere  Copper  &  Brass  rode  off  the  private  list 
;r  selling  its  pots-and-pans  line  to  Coming 
ss  and  its  other  divisions  elsewhere. 

■ 

26 

104 

Taubman  Co/real  estate  devel  is  mgmt 

3,000c 

450 

Robert  C  Larson 

Bloomfield  Hills,  MI  B 

27 

45 

Riklis  Family  Corp/holdmg  company 

2,93  le' 

44,200 
26,000 
22,000 

Meshulam  Riklis 
Frank  S  Greenberg 
Floyd  Hall 

New  York,  NY            1 
Greensboro,  NC         | 
Wayne,  NJ                  | 

28 

20 

•Burlington  Industries/ textiles 

2,900e 

29 

■ 

•Grand  Union/ grocery  stores 

2,872 

30 

24 

•Levi  Strauss/apparel 

2,870 

32,000 

Robert  D  Haas 

San  Francisco,  CA  ^^ 

31 

43 

Arthur  Andersen  &.  Co/accounting 

2,800 

45,918 

Uuane  R  KuUberg 

Chicago,  IL                  H 

32 

25 

•Jack  Eckerd,  drugstores 

2,750 

30,000 

Stewart  Turley 

Clearwater,  FL            H 

33 

21 

•American  Financial/insurance,  savings  &.  loan 

2,708'^ 

5,000 

Carl  H  Lindner 

Cincinnati,  OH          ^| 

34 

41 

Lefrak  Organization/real  estate  devel  &  mgmt 

2,600e 

18,000 

Samuel  I  LeFrak 

Rego  Park,  NY            ■ 

35 

26 

Astroline'oil  trading 

2,500 

70 

Fred  Boling 

Reading,  MA              Hy 

36 

28 

•MacAndrew-  &  torbes  Holdings/cosmetics  &  beauty  prods 

2,500 

24,582 

Ronald  O  Pcrclman 

New  York,  NY           | 

■  Noi  un  lail  year  s  list     .Weni  prr .iie  Ma  leveraged  bu\oui  since  1980     e:  Estimate 
time  employees,  listed  as  BCl  Holdnips  last  year   ^Figure  includes  RapidAmeric-an. 
Brands  and  other  unconsolidated  subsidiaries. 

'Estmiate  for  fiscal  vear  endmg  Dcxember  1988. 
E-Il  Holdings,  Kaberg^,  Eli/abedi  Arden    ^Exclude 

'Includes  full  and  pan-  ^n 
s  revenues  from  L'niied  ^P 
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LAY   OUR   PART  IN   DEFENDING  THE 
E  WORLD.  In  France.  Aerospatiale  has  unique 

)NSIBILITY  AS  PRIME  CONTRACTOR  FOR  BOTH  STRATEGIC 
HAR    IRBM    and    SLBM    MISSILE    SYSTEMS.   THE    HEART    OF 

ENCH  DETERRENT  FORCE.  AEROSPATIALE  ALSO  BUILDS 
j  MISSILES    AS    EXOCET.    ERYX    AND    ASTER    AND    PARTICI- 

IN  COMMON  RESEARCH  AND  DEVELOPMENT  PROGRAMS 
lAJOR  SYSTEMS,  THUS  SHARING   RESPONSIBILITY  FOR  THE 


Aerospatiale 
•i^rospatialf 


RES    A    PARTNERSHIP    OF   CONFIDENCE. 


AEROSPATIALE  INC   1101.  IS'"  s:"!-?'  NW  WASHINGTON  DC  20005 
»HONE    202  293  0650 


The  400  Largest  Private  Companies  in  the  U.S. 


Rank 
this         last 
year         year 

Company/business 

Sales 
(millions)  Employees 

Chief  executive 

City,  state 

37             31 

•Revco  DS/drugstores 

$2,409 

28,800 

Boake  A  Sells 

Twinsburg,  OH 

38             51 

Coopers  &  Lybrand/accounting 

2,400e 

41,114 

Peter  R  Scanlon 

New  York,  NY 

39             39 

SC  fohnson  &  Son/specialty  chemicals 

2,400e 

11,500 

Samuel  C  Johnson 

Racine,  WI 

40             29 

Milliken  &  Co/textiles 

2,400e 

20,000 

Roger  Milliken 

Spartanburg,  SC 

41             32 

Advance  Publications/communications 

2,397e 

19,000 

SI  Newhouse  Jr 

Staten  Island,  NY 

42             37 

Gateway  Foods/food  wholesaling 

2,330 

3,750 

DB  Reinhart 

U  Crosse,  WI 

43             30 

H  Group  Holdings/hotels 

2,330e 

40,000 

lay  Pntzker 

Chicago,  IL 

44             85 

Anschutz/railroads,  oil,  gas,  real  estate,  mining 

2,300e 

24,000 

Philip  F  Anschutz 

Denver,  CO 

45             36 

HE  Butt  Grocery/grocery  stores 

2,300 

12,000 

Charles  C  Butt 

San  Antonio,  TX 

46             38 

Hallmark  Cards/greeting  cards  &  related  prods 

2,250e 

19,000 

Irvine  O  Hockaday  Jr 

Kansas  City,  MO 

In  1988  TWA  became  the  Tirst  airline  to  join 
the  private  list.  Its  chairman  wants  to  acquire 
another  air  carrier  and  add  to  TWA's  $4.1  billion 
in  revenues. 

ijP^ 

4 

7             48 

Price  Waterhouse/accounting 

2,200 

38,000 

loseph  E  Connor 

New  York,  NY 

4 

8             58 

Ernst  &  Whinney/accountmg 

2,191 

35,600 

Ray  I  Groves 

Cleveland,  OH 

4 

9             63 

IM  Family  Enterprises'/distnbutor  of  Toyotas 

2,100 

2,300 

lames  M  Moran  Sr 

Deerfield  Beach,  FI 

5 

0             59 

Farley  Industries/underwear,  boots,  auto  parts 

2,090e 

25,000 

William  Farley 

Chicago,  IL 

5 

1               ■ 

•Best  Products/general  merchandise,  lewelry  stores 

2,070 

9,000 

Ben  Weinstein 

Richmond,  VA 

5 

2             68 

Arthur  Young/accountmg 

2,053 

32,500 

William  L  Gladstone 

New  York,  NY 

5 

3           256 

Penske/truck  leasmg,  diesel  mfg,  auto  dealerships 

2,050e 

9,200 

Roger  S  Penske 

Red  Bank,  NJ 

5 

4               ■ 

•Uniroyal  Goodrich  Tire/tires 

2,047 

18,500 

B  Charles  Ames 

Akron,  OH 

5 

5             44 

Cumberland  Farms/convenience  strs,  petroleum  distrib 

2,000e 

10,000 

Demetnos  B  Haseotes  Canton,  MA           | 

5 

6             46 

Finevest  Services/food  processing,  insur,  health  can 

svcs 

2,000 

14,000 

Wilham  R  Berkley 

Greenwich,  CT      | 

5 

7              49 

Hearst  Corp/publishing,  broadcastins 

2,000c 

1 5,000 

Frank  A  Bennack  Jr 

New  York,  NY       | 

5 

8             42 

Meijer/department  &  grocery  stores 

2,000 

19,000 

Fred  Meijer 

Grand  Rapids,  Ml  | 

5 

9             78 

Deloitte  Haskins  &  Sells/accountmg 

1,900 

30,000 

[  Michael  Cook 

New  York,  NY       | 

6 

0             56 

McLane/food  distnbutmg 

1,845 

3,600 

Drayton  McLane  Jr 

Temple,  TX            1 

6 

1               47 

.DominickS  Finer  Foodsrotail  food  6^  grocers' 

l,S42e 

^500 

|im  DiMattco 

Northlake,  IL         | 

6 

2              ■ 

•Hillsborough  Holdings/home  bldg,  natl  resources,  md  mfg 

1,825 

13,000 

loe  B  Cordell 

Tampa,  FL           ^B 

6 

3             52 

Belk  Brothers/department  stores 

1,810 

33,000 

John  M  Belk 

Charlotte,  NC       1 

6 

4             54 

Graybar  Electric/electncal  *»  telecomm  equip  wholesaling 

1,800 

4,700 

James  L  Hoagland 

St  Louis,  MO         1 

6 

5               ■ 

•Payless  Cashways/home  improvement  centers 

1,770 

12,491 

David  Stanley 

Kansas  City,  MO  1 

6 

6               ■ 

•Fort  Howard  paper  prods 

1,758 

16,62.3 

Paul  I  Schierl 

Green  Bay,  WI       | 

6 

7             66 

Touche  Ross  &  Co/accounting 

l,7S0e 

31,500 

Edward  A  Kangas 

New  York,  NY      | 

6 

8             55 

Cox  Enterprises/newspapers,  broadcasting,  cable  tv 

1,666 

21,000 

James  C  Kennedy 

Atlanta,  GA           1 

6 

9             34 

George  E  Warren/petroleum  trading 

1,658 

35 

Thomas  L  Corr 

Framingham,  MA^ 

7 

0               ■ 

•Colt  Indusiries/aerospace,  automotive,  indus  equip 

1,642 

16,600 

David  1  Margolis 

New  York,  NY      ^ 

7 

1             57 

Steelcase/ollitf  turniturc  S.  systems 

1,630 

14,000 

Robert  C  Pew 

Grand  Rapids,  MlB 

7 

2             72 

Estee  Laudet/cosmctics 

l,600e 

10,000 

Leonard  Lauder 

New  York,  NY     ^ 

7 

3             65 

Giant  Eagle/grocerv  stores 

1,600 

12,000 

David  S  Shapira 

Pittsburgh,  PA      ^ 

■ 

Not  on  last  yeai 

■s  list,    wwent  private  vi.i  leveraged  huyoui  since  l'J80.    e: 

Est  1  male 

'Lisied  .IS  ,Southea.st  To\ 

Ota  last  year 

*^^E 
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:  COOPERATION  OF  5  COUNTRIES  HAS 
5URED  EFFICIENCY  ON  THE  GROUND 
^    RELIABILITY     IN    THE    AIR:    airbus    was 

NED  AND  EQUIPPED  THROUGH  THE  COOPERATION  AND 
•v-ERSHIP  OF  4  EUROPEAN  COUNTRIES  AND  THE  U.S.A.  THE 
lES    AND    AVIONICS    FOR    EXAMPLE.    ARE    PARTLY    DESIGNED 

5UILT  IN  COOPERATION  WITH  THE  AMERICANS.  AIRBUS 
ERS   THE    PRECISE    REQUIREMENTS   OF   AMERICAN.   PAN    AM. 

HWEST.  Eastern.  Continental.  Air  Canada  and 
DiAN    International,    who    fly    and    will    fly    their 

...    Qp   THE   work   and   the   ORIGINALITY    OF 


:erospa\\fiV 
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AEROSPATIALE  INC   1101   15'h  street  NW  WASHINGTON  DC  20005 
PHONE   202  293  0650 


The  400  Largest  Private  Companies  in  the  U.S. 


Rank 
this        last 
year        year 

Company/business 

Sales 

(millions)  Employees 

Chief  executive 

City,  sute 

74            98 

Gulf  Sutes  Toyota/auto  importing 

$l,600e 

850 

Jerry  Pyle 

Houston,  TX 

75            62 

Reader's  Digest  Association/publishing 

1,600 

7,500 

George  V  Grune 

Pleasantville,  NY 

76 

■ 

•HealthTrust/hospitals 

l,500e 

23,000 

R  Clayton  McWhorter  Nashville,  TN 

77            70 

Hy-Vee  Food  Stores/grocery  stores 

1,500 

6,718 

Ron  Pearson 

Chariton,  IA 

78 

'1 

Union  Holdings/natural  gas,  food  processing 

1,500 

2,700 

Anthony  L  Geller 

Independence,  KS 

79            40 

Knoll  International  Holdings/automotive  parts 

1,493 

15,600 

Marshall  S  Cogan 

New  York,  NY 

80          214 

Amway/household  St.  personal  care  prods 

1,477 

7,000 

Jay  Van  Andel 

Ada,  MI 

81            74 

•Leaseway  Transporution/trucking 

1,454 

20,000 

Richard  A  Damsel 

Beachwood,  OH 

82            ( 

i4 

Stroh  Brewery/beer,  beverages 

1,450 

5,000 

Peter  W  Stroh 

Detroit,  MI 

83 

■ 

•TLC  Beatrice  International  Holding/food  processing 

1,440 

11,000 

Reginald  F  Lewis 

New  York,  NY 

84 

>0 

Helmsley-Spear/commcl  leasing,  sales,  consult  &  mgmt 

l,430e 

13,000 

Harry  B  Helmsley 

New  York,  NY 

85           149 

Scoular/grain  storing  &.  trading 

1,410 

500 

Marshall  E  Faith 

Omaha,  NE 

86            69 

•Reliance  Electric/elec  motors,  controls,  mech  power  trans 

1,408 

17,000 

John  C  Morley 

Cleveland,  OH 

87            < 

)6 

Delaware  North  Cos/airport  &  sports  concessions,  tracks 

l,400e 

43,000 

Jeremy  M  Jacobs 

Buffalo,  NY 

88          318 

DHL  Worldwide  Express'/air  express  service 

l,400e 

17,000 

Patrick  Foley 

Redwood  City,  CA 

89            ! 

>3 

Services  Group  of  America/food  distrib,  stevedoring,  insur 

1,400 

5,000 

Thomas  J  Stewart 

Seattle,  WA 

90            1 

iS 

Trammell  Crow/real  estate  develop  &  mgmt 

l,400e 

7,500 

J  McDonald  Williams 

Dallas,  TX 

91             81 

Weirton  Steel/steel 

1,329 

8,100 

Herbert  EUsh 

Weirton,  WV 

92 

m 

•Charter  Medical/manages  hospitals 

1,300 

11,000 

William  A  Fickling  Jr 

Macon,  GA 

93            77 

Connell  Rice  &  Sugar/hvy  equip  lease,  food  export  &  impon 

l,300e 

200 

Grover  Connell 

Westfield,  NJ 

94 

'9 

Dunavant  Enterprises/intl  &  domestic  cotton  merch 

1,300 

1,250 

William  B  Dunavant 

IrMemphis,  TN 

95 

m 

•Duracell/battenes  &  lighting  prods 

1,300 

9,200 

C  Robert  Kidder 

Bethel,  CT 

96            80 

Fun's/grocery  stores 

1,300 

10,439 

Jan  Fnederich 

Lubbock,  TX 

97            86 

•Hook-SupeRx/drugstores 

1,300 

12,500 

Philip  E  Beekman 

Cincinnati,  OH 

98           107 

Sanunons  Enterprises/insurance,  cable  tv,  industnal  equip 

1,300 

6,800 

Robert  W  Korba 

Dallas,  TX 

• 

ftM 

r 

3^ii 

ia:  Of  the  400  companies  on  our  list  this 
vouid  not  have  been  here  five  years  ago 
liey  were  either  public  or  part  of  another 

99 

■ 

•John  Alden  Financial/insurance 

1,271 

1,500 

Clendon  E  Johnson 

Miami,  FL             ^| 

100            i 

(2 

National  Amusements/movie  theaters,  broadcast,  cable  tv 

1,260 

8,000 

Sumner  M  Redstone 

Dedham,  MA          | 

101            i 

(3 

•Restaurant  Enterprises  Group/resuurants 

1,211 

39,660 

Norman  Habcrmaim 

Irvine,  CA                | 

102            > 

'6 

Global  Petroleum/petroleum  wholesaling 

1,202 

160 

Alfred  A  Slifka 

Waltham,  MA         I 

103            < 

>5 

•Cole  National/specialty  retailing 

1,200 

12,000 

Jeffrey  A  Cole 

Cleveland,  OH        | 

104           1( 

K) 

Hillman/real  estate  devel,  dist  ofhce  prods,  mvestments 

l,200e 

3,500 

Henry  L  Hillman 

Pittsburgh,  PA        |] 

105            t 

17 

IR  Simplot/agr.business,  food  processing 

1,200 

9,500 

Gordon  Smith 

Boise,  ID                 H 

106 

■ 

•Wickes  Lumber/retailing  of  building  matenals 

1,200 

7,000 

Leslie  L  Hagen 

Vernon  Hills,  IL     1 

107           1( 

12 

Ingram  Inds/manne  trans,  oil,  msurance,  consumer  prods 

1,1 70e 

3,000 

E  Bronson  Ingram 

Nashville,  TN        | 

108            ( 

>1 

1MB  Realty/real  estate  syndication 

1,1 50e 

15,000 

Neil  Bluhm 

Chicago,  IL             1 

109           11 

2 

Gates/rubber  &  formed  Hbcr  prods,  recharg  battenes 

1,120 

16,000 

Charles  C  Gates 

Denver,  CO            H 

■  Not  on  la! 

I  years  list     •Went  private  via  Icseraged  innout  since  19S0     e  Esiimate 

'LiMcd  as  Din.  Airways  List  year 

1 
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I'NERSHIP   IN   ANY    AREA   OF   MUTUAL   IN  i  i 


ERS.  All 
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EW    FRONTIERS.    USE    THIS    SPACE    TO    WRITE    TO    US    ABOUT 
'   INTEREST.  AND  PLEASE  ATTACH   YOUR  BUSINESS 

P    We    invite   vou   to   meet   your   Aerospatiale   team. 
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Parker  puts  the  worii 


When  motion, 
flow,  and 
pressure 
must  be 
controlled 
anywhere 
the  world, 
Parker  is 
there.  The 
world 
turns  to 
Parker 
because 
of  our 
leadership 
in  applying 
world-class 
technology  to 
increase  the 
quality  and 
reduce  the  cost 

of  motion-  control  components 
and  systems. 


The  theater 
that  flies 

Step  into  the  "Tour  of  the  Universe"  in 
Toronto,  Canada,  and  enter  a  revolutionary 
new  concept  pioneered  by  Interactive 
Entertainment.  Surrounded  by  extraordinary 
film  and  sound  effects  representing  a  space 
shuttle  blast-off  and  flight,  you 
simultaneously  feel  every  movement  of  the 
flight  —  every  acceleration,  turn,  jolt,  and 
twist. 


The  same  Parker  techr 
employed  on  advanced  1 
simulators  is  now  part  o^ 
new  world  of  entertainrr  il 
excitement. 


This  unique  theater  has  been  mounted  on 
genuine  flight  simulator,  capable  of  all  six 
degrees  of  motion  freedom.  With  constant 
and  precise  control  from  Parker 
hydraulics,  pneumatics,  and 
electromechanical  components, 
each  passenger  can  truly  "experience" 
space  flight  with  a  spine-tingling  sense  of 
reality  never  before  possible. 


Vital  technoh 


t 


motion 


yrd  trucks  use 
irker  quality 
imponents 

'hether  they're  manufactured  in  Kentucky 

razil,  Ford  trucks  are  setting  the  standard  for 

ity  and  reliability. 

ne  reason  for  this  is  a  new  combination  fuel- 

/water-  separator.  Designed  and  manufactured  | 

arker's  Racor  and  Brazil  Filter  divisions, 

I  filter  units  help  eliminate  fuel 

amination  and  protect  expensive 

;ie  investments. 

round  tlie  world 
a  day  and  a  half 

icently  a  Gulf  stream  IV  business  jet  cut 
linutes  off  the  around -the -world  speed 
rd,  completing  the  airborne 
mnavigation  in  only  36  hours,  8  minutes, 
iconds.  This  exceptional  aircraft  relies  on 
er  for  its  performance,  since  14  different 
er  products  are  used  over  30  times 
'jghout  the  plane.  Parker  Bertea 
)space  supplies  the  primary  flight 
^rols,  utility  hydraulic  actuators,  fuel 
m  valves,  fuel  injection  nozzles,  fuel 
iitity  measuring  systems  and  central  aural 
ling  computers. 
( 

ily  is  Parker  on  the  record-setting  Gulfstream  IV,  our 
:  :ts  are  on  virtually  every  military,  commercial,  and  general 
n  aircraft,  and  space  vehicle. 


At  Parker,  we  stay  close  to  our 
customers  all  over  the  world. 
One  example:  Our  plants  in 
Brazil,  serving  the  new 
Ford  Truck  Plant. 


World-clas^ 
financial  ^ 
performance 

As  a  $2.25  billion  worldwide  company, 
Parker  is  in  a  class  by  itself:  the  largest 
company  in  the  motion -control  industry  with 
excellent  growth  potential.  This  favorable 
position  has  been  reflected  in  recent  financial 
figures.  In  fiscal  1988,  Parker  set  new  records 
for  sales,  net  income,  earnings  per  share  and 
backlog.  Shareholders  have  benefitted  from 
32  consecutive  years  of  dividend  increases  and 
154  consecutive  quarterly  dividends. 

To  receive  our  Annual  Report,  write 
Parker  Hannifin  Corporation 
Dept.  FB-U,  17325  Euclid  Avenue 
Cleveland,  Ohio  44112-1290   (PH-NYSE) 


ir  motion  and  (Mntrol 


Parker 


The  400  Largest  Private  Companies  in  the  U.S. 


Rank 
this         last 
year        year 

Sales 

Company/busmesi                                                                        (millions)  Employees 

Chief  executive 

City,  state 

110 

84 

•Dillingham  C.  nstruction/construction,  engineering 

$1,106 

1,200 

Donald  K  Stager 

Pleasanton,  CA 

111 

139 

Gillett  Group/ meatpacking,  broadcasting,  resorts 

1,100 

4,800 

George  N  Gillett  Jr 

Nashville,  TN 

112 

171 

Transammonia/tradmg  fertilizers  &  petroleum  prods 

1,100 

175 

Ronald  P  Stanton 

New  York,  NY 

113 

92 

Frederick  Weisman/auto  importmg,  msurance 

1,100 

585 

Frederick  Weisman 

Glen  Bumie,  MD 

114 

153 

•Connell  Limited  Partnership/metal  recycling,  indust  equip 

l,085e 

3,100 

William  F  Connell 

East  Boston,  MA 

115 

117 

•LaSalle  Energy/natural  gas  pipeline 

l,078e 

1,900 

Roy  H  Bettis  Jr 

Dallas,  TX 

116 

99 

Hartz  Mountain/pet  food,  real  estate,  publishing 

l,075e 

5,000 

Leonard  Stem 

Harnson,  NJ 

117 

137 

Fidelity  Investments/mutual  fund  mgmt,  discount  broker 

1,075 

5,700 

Edward  C  Johnson  3d 

Boston,  MA 

118 

33 

Lincoln  Property/real  estate  devel  &  mgmt 

1,075 

3,000 

A  Mack  Pogue 

Dallas,  TX 

119 

91 

Frank  Consolidated  Enterprises/auto  dealerships 

1,070 

1,532 

ZoUie  S  Frank 

Des  Plaines,  IL 

ard,  of  Green  Bay,  Wis.,  with  $1 
revenues  and  16,000  workers,  is 
seven  forest  products  companic 

^ 

Fort  How 
billion  in 
largest  of 
this  list. 

.76 

the 

son 

p^m^iiQ 

120 

193 

Kohler/plumbing  equip,  engines,  generators,  hotels 

1,068 

12,500 

Herbert  V  Kohler  Jr 

Kohler,  WI 

121 

175 

Edward  F  DeBartolo/real  estate,  dept  strs,  race  tracks 

l,066e 

12,000 

Edward  (  DeBartolo 

Youngstown,  OH 

122 

90 

Gilbane  Building/commercial  construction 

1,063 

977 

Paul  I  Choquette  [r 

Providence,  RI 

123 

133 

•Avis/auto  rental 

1.060 

14,000 

Joseph  V  Vittona 

Garden  City,  NY 

124 

173 

•Amstar/multicompany 

1,057 

4,624 

Howard  B  Wentz  Jr 

Stamford,  CT 

125 

103 

Sweet  Life  Foods/food  wholesaling 

l,050e 

3,000 

Julian  Leavitt 

Suffield,  CT 

126 

■ 

•Cullum  Cos/supermarkets,  drugstores,  meatpackmg 

1,040 

7,000 

Jack  W  Evans 

Dallas,  TX 

127 

■ 

•Service  America/food  service  &  vendmg 

1,016 

19,000 

Carr  Newcomer 

Stamford,  CT 

128 

■ 

A-Mark  Financial/wholesaler  of  precious  metals 

1,000 

50 

Steven  C  Markoff 

Santa  Monica,  CA 

129 

126 

BeefAmerica '  /meatpacking 

1,000 

1,800 

Michael  M  Erman 

Omaha,  NE 

130 

94 

Chilewich  Sons  commodity  trading,  hides,  cattle,  meat 

1,000 

850 

Simon  Chilcwich 

New  York,  NY 

131 

97 

E&l  Gallo  Winery/wine 

1,000 

3,000 

Ernest  Gallo 

Modesto,  CA 

132 

■ 

Harris  Wholesale/wholesale  distributor  of  drugstore  prods 

1,000 

850 

Seth  B  Harris 

Solon,  OH 

133 

101 

Holiday  Cos/gasolme  retailing,  convenience  stores 

l.OOOe 

5,000 

Ronald  Erickson 

Mirmeapolis,  MN 

134 

■ 

•  Kash  n'  Karry  Food  Stores/grocery  stores 

1  000c 

5.32S 

Ronald  J  Floto 

Tampa,  FL 

135 

■ 

•Lear  Siegler  Seating/automobile  seats 

1,000 

7,000 

Kenneth  Way 

Southfield,  MI 

136 

75 

Oxbow/oil,  geothermal  energy,  coal,  real  estate 

1,000 

300 

William  Koch 

Dedham,  MA 

137 

115 

Simpson  Timber/lumber  &  plywood  doors,  building  board 

l,0O0e 

2,100 

William  G  Reed  Jr 

Seattle,  WA 

138 

105 

Taubman  Investment. department  stores,  restaurants 

1,000 

14,000 

A  Alfred  Taubman 

Bloomfield  Hills,  Ml 

139 

119 

Wegmans  Food  Markets/grocery  stores 

l.OOOe 

5,211 

Robert  B  Wegman 

Rochester,  NY 

140 

■ 

•Eagle  Food  Center/grocery  stores 

999 

7,869 

Pasquale  V  Petitti 

Milan,  IL 

141 

151 

Andersen  Corp/windows,  patio  doors 

983 

3,900 

W  Arvid  Wellman 

Bayport,  MN 

142 

168 

Crowley  Maritime/diversified  maritime  company 

980 

5,000 

Thomas  B  Crowley 

San  Francisco,  CA 

143 

109 

Schnuck  Markets/grocery  stores 

975c 

2,936 

Donald  O  Schnuck 

Bridgeton,  MO 

144 

108 

Perdue  Farms'poultrv  processing 

973 

12,700 

Donald  W  Mabe 

Salisbury,  MD 

145 

129 

•Amsted  Industries  RR  equip,  industrial  equip,  bldg  mtrls 

960 

8,700 

Robert  H  Wellington 

Chicago,  IL 

146 

122 

First  Brands/consumer  prods 

925 

3,900 

Alfred  E  Dudley 

Danbury,  CT 

■  Nc 

t  on  last  year's  list.    .^Xeni  pnv„n:  via  levenij?cd  buvout  since  1980.     e:  Estimate. 
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fiat  if  selling  a 
siness  brings 
111  $50  million? 


ng  a  business  is  a  big 
It  can  provide  rich 
'  irds.  It  can  also  raise 
I  >us  questions. 

ho  can  help  you  deter- 
I ;  what  your  business  is 
f  y  worth?  Can  you  trust 

advisors  to  tell  you  if 
I.  elling  is  the  right  deci- 
►'If  you  do  sell,  how 


should  you  allocate  your 
assets?  Is  this  the  time  to 
rethink  your  family's  finan- 
cial plan?  What  will  jou  do 
next,  and  who  will  you  need 
to  help  you? 

The  point  is  clear:  Selling 
a  business  is  not  a  simple 
matter.  And  your  advisors 
should  care  enough  and  be 
skillful  enough  to  help  you 
sort  through  all  the  com- 
plexities to  gain  the  maxi- 
mum benefits. 

The  private  bankers  at 
Morgan  understand  all  this, 
because  we've  been  helping 


individuals  and  families 
build  -  and  sell  -  successful 
privately  owned  enterprises 
for  more  than  a  century. 
And  a  good  way  to  prepare 
for  either  is  to  establish  a 
private  banking  relationship 
at  Morgan.  You'll  have  the 
best  advice  and  technical 
skills  available  to  you  - 
before,  during,  and  after 
any  transaction. 

As  a  private  banking 
client,  you  and  your  busi- 
ness also  will  have  access 
to  all  of  the  resources  of 
Morgan's  global  organization 


-  the  same  analysts,  traders, 
financial  strategists,  invest- 
ment professionals,  tech- 
nology, and  underlying  cap- 
ital strength  that  serve  the 
world's  largest  corporations. 

For  more  information, 
call  Wm.  Prescott  Wolcott, 
Vice  President,  Morgan 
Guaranty  Trust  Company, 
444  S.  Flower  Street, 
Los  Angeles,  CA  90017. 
(213)  4«9-9354. 


Private  Banking  at  Morgan 


t'  ^orpan  A  Co.  Incorporated,  parent  of 
udrjniy  Trud  Company  (Member  PDIQ 
'  i  P  Morgan  subsidicries 


JPMorgan 
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THE  BEST-WRITTEN,  BEST-READ  MAGAZINE  IN  AMERICA. 


The  400  Largest  Private  Companies  in  the  U.S. 


Rank 
this        last 
year        year 

Company/business 

Sales 

(millions)  Employees 

Chief  executive 

City,  state 

147 

■ 

Polo/Ralph  Lauren/apparel 

$925e 

1,500 

Peter  Strom 

New  York,  NY 

148 

144 

Thrifty  Oil/petroleum,  convenience  stores 

924 

1,350 

Ted  Orden 

Downey,  CA 

149 

189 

MagneTek/electronic  equipment 

910 

13,000 

Frank  Pema  Jr 

Los  Angeles,  CA 

150 

145 

Clark  Enterprises/commercial  construction 

900e 

2,500 

A  James  Clark 

Bethesda,  MD 

151 

118 

DeMoulas  Super  Markets/grocery  stores 

900 

7,000 

TA  DeMoulas 

Tewksbury,  MA 

152 

147 

Golub/grocery  stores 

900e 

4,000 

Lewis  Golub 

Schenectady,  NY 

153 

123 

Grocers  Supply  Co/food  wholesaling 

900 

1,100 

Milton  Levit 

Houston,  TX 

154 

114 

Raley's/grocery  stores 

900 

6,000 

Thomas  P  Raley 

West  Sacramento,  C 

155 

148 

Rockefeller  Group/real  estate,  telecomm,  entertainment 

900e 

3,700 

Richard  A  Voell 

New  York,  NY 

156 

111 

Tauber  Oil/petroleum  &.  petrochemical  wholesalmg 

900e 

50 

O]  Tauber  Jr 

Houston,  TX 

157 

127 

Axel  lohnson  &  Co'/energy,  mdustnal  prod 

s,  electromcs 

890 

1,600 

Vernon  R  Anderson 

New  York,  NY 

158 

121 

Potamkin/auto  dealerships 

890e 

3,000 

Victor  Potamkin 

New  York,  NY 

159 

120 

Hunt  Corp/general  contractor,  construction 

manager 

885 

3,200 

Robert  C  Hunt 

Indianapolis,  IN 

160 

128 

.Levitz  Fumiture/himiture  retailing 

885 

6,400 

Robert  M  Elliott 

Boca  Raton,  FL 

161 

161 

Domino's  Pizza/pizza  delivery 

884 

15,000 

Thomas  S  Monaghan 

Ann  Arbor,  MI 

162 

135 

•Tops  Markets/grocery  stores,  convenience  stores 

883 

2,910 

Savino  P  Nanula 

Buffalo,  NY 

163 

134 

•Golden  State  Foods/food  process  &  distrib  for  McDonald's 

880 

1,450 

James  E  Williams 

Pasadena,  CA 

164 

166 

Maritz/marketing  &.  business  services 

871 

4,500 

William  E  Mantz 

Fenton,  MO 

165 

•Epic  Healthcare  Group/hospitals 

861 

10,000 

Ken  S  George 

Irving,  TX 

166 

Dyson-Kissner-Moran/mulncompany 

853 

3,542 

John  A  Moran 

New  York,  NY 

167 

•MorningStar  Foods/dairy  &.  food  processmg 

853 

4,000 

lames  W  Parker 

Dallas,  TX 

168 

•DynCorp/electncal  contracting  &  technical 

svcs 

850 

16,000 

Dan  Bannister 

Reston,  VA 

169 

•Kendall  Co/health  care  prods 

850 

10,000 

J  Dale  Sherratt 

Boston,  MA 

170 

259 

Merchants  Distributors/food  wholesaling 

850 

3,000 

Boyd  George 

Hickory,  NC 

171 

156 

Pacific  Holding/muliicompany 

850e 

4,400 

David  H  Murdock 

Los  Angeles,  CA 

of  Americans  largest  mail-order  retailers  is  Freeport, 
-based  L.L.  Bean,  with  $493  million  in  revenues. 

^ 

J  ^B 

One 
Me. 

^fllf 

c\                                fty                 • 

X 

X 

^ 

_iL/                                J 

172 

165 

Hughes  Markets/dairy,  grocery  stores 

840 

4,500 

Fred  B  McLaren 

Los  Angeles,  CA   ^| 

173 

140 

•GLI  Holding/Greyhound  bus  lines 

830e 

12,000 

Fred  G  Currey 

Dallas,  TX               ■ 

174 

■ 

•MWC/pharmaceutical  wholesaler 

828 

700 

Mel  Whitmere 

Folsom,  CA             1 

175 

167 

84  Lumber/retail  building  materials 

821 

3,000 

Joseph  A  Hardy  Sr 

Eighty  Four,  PA       | 

176 

■ 

William  Lyon/home  building 

821 

850 

William  Lyon 

Newport  Beach,  C/| 

177 

192 

Duchossois  Industries/railroad  equipment 

,S20 

8,000 

Richard  L  Duchossois 

Elmhurst,  IL             Jf 

178 

141 

Hunt  Consolidated/petroleum  &  gas  exploration  &.  refining 

820e 

2,500 

Ray  L  Hunt 

Dallas,  TX                ll 

179 

■ 

•Pueblo  International/grocery  stores 

816 

5,000 

David  Morrow 



San  Juan,  PR 

180 

■ 

•Safeway  Texas  Division/grocery  stores 

815 

2,900 

Dean  Gantt 

Houston,  TX 

181 

146 

Ferrell  Cos/prnpanc  gas 

810 

2,591 

James  E  Ferrell 

Liberty,  MO 

182 

■ 

American  Protection  Inds/burglar  alarms,  Franklin  Mint 

805 

4,712 

Neil  Bersch 

Los  Angeles,  CA 

■  Not  on  lasi  year's  lisi      •\i,'cn[  private  via  iL-icragcd  buyout  mocc  19«0     e:  Estimate 
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Christmas  Sale! 


® 


The  Tandy 
1000  TL 


Save  '"200  on 

this  powerful 

PC  compatible. 
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Great  holiday  savings  on  this  286'based  computer  with 
built-in  MS-DOS®  and  DeskMate®  software-only  n099. 


le  Tandy  1000  TL  is  a  powerful 
dea  for  the  personal  or  business 
Duter  user — now.  at  a  terrific  low 
.  Or  purchase  the  1000  TL  com- 
with  a  CM -5  color  monitor  for 
B1398.95. 

|ie  Tandy  1000  TL  features  an 
.'6  microprocessor  that  delivers 
I  (Ordinary  speed  and  processing 
^;r.  But  unlike  ordinary  PCs,  the 
^y  1000  TL  comes  with  MS-DOS 


and  the  DeskMate  Graphical  User  In- 
terface built  right  in.  Start  computing 
on  Christmas  morning! 

DeskMate  features  ten  applications 
that  let  you  write  reports  and  letters, 
prepare  budgets,  file,  draw  colorful 
pictures,  create  and  play  back  songs 
and  more.  You  even  get  PC-Link,^  an 
online  information  service! 

You  also  get  the  latest  in  computer- 
audio  technology.  When  you  use 


•Jy  G)mputers:  Because  there  is  no  better  gf/f  value  ™ 


DeskMate's  sound  editor,  you  can  re- 
cord and  edit  voice,  music  or  any  ana- 
log source  onto  diskettes. 

The  640K  Tandy  1000  TL  comes 
with  a  3V2"  disk  drive.  A  parallel 
printer  adapter,  RS-232  serial  port, 
two  joystick  ports,  a  clock/calendar 
and  five  expansion  slots  are  standard. 

Come  in  to  Radio  Shack  and  take 
advantage  of  this  great  holiday  offer. 

Radio  /haeK 


s  12/24/88.  Tandy  1000  TL  reg.  $1299  CM-5  monitor  reg  $299  95.  Prices  apply  at  Radio 
i  jmputet  Centers  and  participating  stores  and  dealers.  MS-OOS/Reg.  TM  Microsoft  Corp. 
L  'SM  Quantum  Computer  Corp 


The  Technology  Store 

A  DIVISION  OF  TANDY  CORPORATION 


,TM 


The  400  Largest  Private  Companies  in  the  U.S. 


Rank 
this        last 
year         year 

Company/business 

Sales 
Imillions)  Employees 

Chief  executive 

City,  state 

183 

154 

Esprit  de  Corp/apparel 

S800 

4,000 

Corrado  Federico 

San  Francisco,  CA 

184 

181 

RandaM's  Food  Markets/grocery  stores 

800 

2,331 

Robert  R  Onstead 

Houston,  TX 

185 

138 

Schreiber  Foods/food  processing 

800 

2,300 

Robert  G  Bush 

Green  Bay,  WI 

186 

■ 

•United  Refining/petroleum  refining 

800 

3,000 

John  A  Catsimatidis 

Warren,  PA 

187 

132 

Amerco/U-Haul  vehicle  rental 

795 

13,000 

Edward  J  Shoen 

Phoenix,  AZ 

188 

163 

•Cone  Mills/textiles 

776 

10,800 

Dewey  L  Trogdon 

Greensboro,  NC 

189 

321 

•J&L  Specialty  Products/flat-rolled  stainless  steel 

774 

1,400 

Claude  F  Kronk 

Pittsburgh,  PA 

190 

170 

•Guardian  Industries/flat  glass 

761 

7,211 

William  Davidson 

Northville,  MI 

191 

179 

lordan  Company/multicompany 

750 

8,500 

lohn  W  (ordan  U 

New  York,  NY         i 

192 

■ 

•IPS  Textile  Group/carpet,  elastics,  yam,  apparel  fibers 

750 

9,000 

[erry  E  Hunter 

Greenville,  SC 

i 

F^ 

fl^^l                           New  York  is  the  site 
^BhBH                          companies,  more  tha 

of  68  of  the  largest  private 
in  any  other  state. 

193 

196 

Oklahoma  Publishing/publishing,  broadcasting,  entertain 

750 

8,000 

Edward  L  Gaylord 

Oklahoma  City,  Ol 

194 

NA 

•Printing  Holding,  LP' /printing 

750 

5,300 

Gerald  S  Armstrong 

New  York,  NY 

195 

143 

•Red  Owl  Stores/food  wholesaling 

750 

1,300 

C  Patrick  Schulke 

Hopkins,  MN 

196 

136 

McDevitt  &  Street/general  contractor,  commcl,  ind,  instit 

748 

2,635 

E  Robert  Street 

Charlotte,  NC 

197 

164 

Holman  Enterprises/auto  dealerships,  parts  remanufactunng 

745 

1,952 

loseph  S  Holman 

Pennsauken,  N) 

198 

■ 

•First  American  Bankshares/bank  holding 

738 

5,715 

Robert  G  Stevens 

Washington,  DC 

199 

261 

Ruffin  Cos/petrol  broker,  convenience  strs,  handtruck  mfg 

738 

800 

Phil  G  Ruffin 

Wichita,  KS 

200 

■ 

•Essex  Group/wire,  cable  and  electrical  insulation 

737 

4,000 

John  M  Bruce 

Fort  Wayne,  IN 

201 

183 

Young  &  Rubiciim/advertising 

736 

11,000 

Alexander  Kroll 

New  York,  NY 

202 

245 

Paragon  Group/real  estate  devel  &  mgmt 

733 

1,600 

WR  Cooper 

Dallas,  TX 

203 

■ 

•Arkansas  Best/trucking 

732 

10,492 

Robert  A  Young  111 

Fort  Smith,  AR 

204 

■ 

.Bell  &  Howell/publishing,  info  systems 

727 

8,000 

Gerald  Schultz 

Skokie,  IL 

205 

160 

Lennox  Intemational/climate-control  equipment 

725e 

6,500 

John  W  Noms  |r 

Dallas,  TX 

206 

213 

Southwire/metal  fabricating,  wire  ik  cable  manufacturing 

718 

3,873 

Roy  Richards  (r 

CarroUton,  GA 

207 

■ 

Braman  Enterprises  auto  dealerships 

710e 

825 

Norman  Biaman 

Miami,  FL 

208 

■ 

•Singer/defense  electronics 

709c 

11,500 

WF  Smied 

Stamford,  CT 

209 

■ 

TRC/restaurants 

707 

7,800 

Donald  N  Smith 

Itasca,  IL 

210 

■ 

•Tracor/electronics,  instrument  &  component  mfg 

702 

11,000 

Mellon  C  Baird 

Austin,  TX 

211 

176 

Rich  Products/fro;i  n  foods,  pro  sports,  broadcasting 

702 

5,800 

Roben  E  Rich  Ir 

Buffalo,  NY 

212 

191 

Associated  Metals  &  Minerals/steel  trading 

700e 

210 

Stefan  E  Eliel 

White  Plains,  NY 

213 

152 

•Channel  Home  Centers/home  improvement  centers 

"00 

8,500 

Leon  Berger 

Whippany,  NI 

214 

■ 

•Farm  Fresh/grocery  stores 

700 

5,000 

Michael  E  lulian 

Norfolk,  VA 

215 

238 

•Hyster/forklift  trucks,  mtrl  handling  equip 

700 

5,000 

F  Phillip  Frazier 

Portland,  OR 

216 

■ 

•National  Car  RentaL'car  rental 

700e 

9,000 

Vincent  A  Wasik 

Minneapolis,  MN 

217 

125 

Trump  Organization/hotels  &.  casinos  real  estate  devel 

700e 

20,000 

Donald  J  Trump 

New  York,  NY 

218 

199 

Wilbur-Ellis/distributing  larm  supplies 

700 

1,200 

Carter  P  Thacher 

San  Francisco,  C.-^ 

219 

198 

Science  Applications  International/R&D,  sys  integration 

694 

7,000 

Dr  |R  Beyster 

San  Diego,  CA 

■  Not 

on  l,Lsi  \i- 

11  s  lis[      •WVm  prK  iie  vi.i  le\cr.ij;i-d  hmoui  -iiue  I'WO      e  F.sliniaie 

NA  Noi  applicable 
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Low  overnight  delivery 

prices  are  no  longer 
an  endangered  spedes. 


Our  $8.75  overnight  letter  rate  is  one  of 
!  lowest  rotes  going. 

\nd  not  only  does  Express  MoiPservice 
'e  you  o  bundle,  we  guarantee*  morning 
iivery  between  major  markets. 
^Jobody  gives  you  so  many  ways  to  get 
jr  overnight  letter  off  to  a  flying  start, 
ler.  Just  give  your  pre-paid  package  to 
jr  letter  carrier.  Drop  it  off  at  your  post 

refund  If  delivery  is  not  attempted  by  noon.  Some  restrictions  apply. 
,jut  local  post  office  for  details  ©  1988  USPS. 


office.  Or  pop  it  in  any  of  15,000  Express 
Moil  boxes. 

But,  whotever  you  do,  send  it  Express 
Moil  service.  With  the  U.S.  Postal  Service. 
There's  no  better  way  to  stamp  out  high 
overnight  delivery  prices. 

EXPRESS  MJUlM] 

When  we  say  overnight,  we  mean  overnight. 


t 


Twenty-nine  stories 
filled  with  nothing. 

No  offices,  no  homes, 

no  stores. 

Nothing  but  elevators, 

up  and  down. 

(And  an  escalator  or  two.) 

This  strange  building  is 

the  new  Otis  test  facility, 

by  far  the  most  advanced 

of  its  kind  in  the  world. 

No  matter  what  wild  scenario 

an  engineer,  architect  or 

city  planner  might  dream  up, 

we  can  simulate  it  right  here. 

Twenty-nine  stories  filled 

with  what-ifs. 

The  companies  of 
United  Technologies 
are  working  together  to 
make  advanced  technology 
meet  any  special  need. 
From  sensitive  Carrier 
air  conditioning  for  Yale's 
rare  book  library  to 
engines  for  a  plane  that 
will  fly  at  10,000  mph, 
from  the  electronics  in 
Detroit's  latest  cars  to 
a  Space  Station  bathroom 
that  works  in  zero  gravity, 
we're  sharing  ideas  that 
unite  technologies. 


UNITED 
TECHNOLOGIES 


i 


The  400  Largest  Private  Compa 

nies  in  the  U.S^ 

1 

Rank 
this 
year 

last 
year 

Company /business 

Sales 
(millions)  Employees 

Chief  executive 

City,  state 

220           1 

178 

lohnson  &  Higgins/insur  brokerage,  nsk  mgmt  consultants 

S690 

7,575 

Robert  V  Hatcher  Jr 

New  York,  NY 

1 

221           1 

190 

•Arcata/book  &.  magazine  printing 

690e 

6,800 

Edward  L  Scarff 

San  Francisco,  CA 

222 

142 

McCarthy/commercial  &  institutional  construction 

685 

1,325 

Michael  M  McCarthy 

St  Louis,  MO 

223          221 

Brenlin  Group/metal  fabricating,  steel 

660e 

3,600 

David  L  Brennan 

Akron,  OH 

224 

162 

First  Texas  Financial/savings  &.  loan 

658 

2,547 

I  Livingston  Kosberg 

Dallas,  TX 

225 

150 

Oppenheimer  &  Co/securities  brokerage,  investment  bank 

658 

2,400 

Stephen  Robert 

New  York,  NY    J 

226 

■ 

Tishman  Realty  &  Construction/construction  mgmt,  real  est 

655 

775 

John  Tishman 

New  York,  NY   ■ 

227         : 

106 

•Exide/battenes 

652 

5,000 

Arthur  Hawkins 

Reading,  PA        f 

228 

m 

American  Breco/supermarkets,  real  estate,  ranching 

650 

5,300 

Alfredo  Brener 

Los  Angeles,  CA 

229 

194 

MediaNews  Group/newspapers 

650 

6,000 

W  Dean  Singleton 

Houston,  TX 

230 

■ 

Placid  Oil/oil  &  gas  exploration 

650 

1,100 

CD  Brown 

Dallas,  TX 

231 

229 

Roseburg  Forest  Products/forest  prods 

650 

5,300 

John  Stephens 

Roseburg,  OR 

232 

J25 

Tang  Industries/metal  fabricating  &■.  distributing 

650 

3,000 

Cyrus  Tang 

Elk  Grove  VillagL 

233 

272 

C&S  Wholesale  Grocers/wholesale  grocery  distributors 

648 

850 

Lester  Cohen 

Brattleboro,  VT 

234 

■ 

VT/auto  dealerships 

646 

2,500 

Cecil  Van  Tuyl' 

Mariam,  KS 

235 

■ 

•lohnston  Coca-Cola  Bottling/soft  dnnk  bottling 

646 

3,700 

Summerfield  (ohnston  Chattanooga,  TN 

236 

■ 

•Pullman/ind  &,  transport  equip,  auto  parts 

643 

9,000 

Richard  W  Vieser 

Princeton,  NJ 

237 

■ 

•Insiico/metal  fabricating,  electronics,  commun,  paint 

640 

9,000 

Donald  J  Harper 

Menden,  CT 

238 

J49 

Crown  American/depart  stores,  real  estate  mgmt  &  devel 

639 

13,000 

Frank  I  Pasquenlla 

Johnstown,  PA 

239 

110 

Mellon  Stuart  Holdings/commercial  construction 

639 

1,450 

Robert  Luffe 

Pittsburgh,  PA 

240 

202 

United  Van  Lines,  moving  services 

631 

900 

Robert  I  Baer 

Fenton,  MO 

241 

186 

•Ticor/title  insurance  iix  real  estate  tax  svcs 

627 

6,200 

Winston  V  Morrow 

Los  Angeles,  CA 

242 

244 

Young's  Market/tood  &.  liquor  vv-holesaling 

626 

1,400 

Vernon  Underwood  (r 

Los  Angeles,  CA 

243 

■ 

Farmstead  Foods/meatpacking 

620 

3,200 

Keith  Barnes 

Albert  Lea,  MN 

244 

200 

•King  Kullen  Grocery/supermarkets 

620 

2,050 

lohn  B  Cullen 

Westbury,  NY 

(j 

1 

^^_£ 

J 

>est  private  companies  have  combined 
$523  billion,  versus  $2.6  trillion  for  the 
;>ublic  Tirms. 

^3i     i 

The  400  Ian 
revenues  of 
400  largest  | 

" 

245 

m 

•Metromedia  restaurants,  telecommunications,  investing 

620- 

3,000 

lohn  W  Kluge 

Secaucus,  Nl 

246 

216 

•Amper'/TV,  broadcast  equip,  magnetic  tape 

619 

6,700 

Max  O  Mitchell 

Redwood  City,  CA 

247 

188 

•Plavtex,  personal  care  garments  &.  prods 

614 

8,000 

loel  E  Smilow 

Stamford,  CT 

248 

207 

Baitelle  Memorial  Institute  research  &  develop 

610 

8,240 

Dr  Douglas  E  Olesen 

Columbus,  OH 

249 

201 

•Warnaco/apparel 

609 

11,700 

Linda  1  Wachner 

New  York,  NY 

250 

257 

Phelps  commercial  construction  N  mtg 

607 

2,300 

Robert  G  Tointon 

Greeley,  CO 

251 

215 

Brookshire  Grocery/grocery  stores 

605e 

6,000 

Bruce  G  Brookshire 

Tyler,  TX 

252 

218 

Rock  Island  Refining/petroleum  refining 

604 

1,800 

William  E  Huff 

Indianapolis,  IN 

253 

182 

Drummond'coal 

603 

3,300 

Garry  N  Drummond 

Jasper,  AL 

254 

203 

•Big  \  Supermarkets/giocery  stores 

600 

1,650 

David  G  Bronstein 

Florida,  NY 

255 

209 

B  Grei-n  ^  C  o  tood  wholesaling,  grocery  stores 

600 

1,700 

Bernard  Green 

Baltimore,  MD 

■  Not  on  1 
Company 

jsi  \ears  lisi      •Wcm  pii\atc-  vu  Icxcrjged  buvoul  mikc  1980     c  F.Minian.- 
provided  esUmaie  for  fist  !  1988;  excludes  60%-ow-ned  Orion  Piaures     'l.i 

'Urrv  \an  Tu\l  is  to-i tu 
sted  as  Sherelx)rne  Group  last  year 

• 
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Introducing  a 
evolutionary  idea  in  insurance. 

The  customer. 


!       It's  a  bit  shocking  at  first.  Some 

■might  even  say  radical.  But  like  most 

revolutionary  ideas,  this  one  isn't  new.  It 

just  hasn't  been  around 

in  a  while.  Except  in  a 

few  places,  like  Atlantic 

Mutual. 

For  over  145  years 
■we've  put  the  customer 
■first  and  it  hasn't 
;hurt  us  one  bit.  The 
'Secret  of  our  suc- 
cess? A  very  simple 
discovery:  Never 
group  dissimilar 
customers  together 
■Recognize  their 
differences  and 
take  it  from  there. 

Instead  of 
lumping  you 
together  with  all 
our  other  cus- 
itomers,  we  pool 
I  you  with  those 
ithat  share  similar  risk 
potentials.  So  your  premiums  are 
based  on  reason,  not  blind 
reaction.  ^ 

Combined  with  our  jr 

effective  loss  control  measures, 
•our  careful  underwriting 
iOf  similar  risk  groups 
imakes  dividends 


a  real  possibility  for  our  commercial, 
marine  and  personal  lines  customers. 
In  fact,  those  dividends  have 
been  an  indication  of  our  financial 
soundness  through  all  the  bright 
and  dark  areas  of  the 

economic  picture. 
We've  issued 
them  to  one  group 
or  another  every 
year  since  1855. 
Add  exceptional 
responsiveness 
through  a  network 
of  agent  and 
broker  information 
processing 
systems,  fast  claims 
service,  and  prompt 
delivery  of  policies 
and  amendments, 
and  you'll  understand 
why  protecting  our 
customers'  interests  is 
our  biggest  claim. 
After  all,  wasn't 
customer  protection  the 
whole  idea  of  insurance  in  the  first  place? 

Atlantic  Mutual,  45  Wall  Street, 
New  York,  NY  10005. 

^AtlanticMutual 

What  insurance  is  supposed  to  be. 


The  400  Largest  Private  Companies  in  the  U.S. 


Rank 
this        last 
year         year 

Company/business 

Sales 
(millions)  Employees 

Chief  executive 

City,  state 

256 

■ 

•Jim  Walter/building  materials 

$600 

3,200 

Kenneth  E  Hyatt 

Tampa,  FL 

257 

195 

Metallurg/metals  mining 

600 

3,500 

Michael  A  Standen 

New  York,  NY 

258 

■ 

Red  Apple  Cos/grocery  stores 

600 

5,000 

John  A  Catsimatidis 

New  York,  NY 

259 

227 

Schwan's  Sales  Enterprise/frozen  foods 

600 

6,000 

Marvin  Schwan 

Marshall,  MN 

260 

226 

WWF  Paper/fme  paper  distributor 

600 

750 

Edward  V  Furlong  Jr 

Bala  Cynwyd,  PA 

261 

106 

Wyatt/petroleum  wholesaling 

600' 

90 

Kirk  F  Blanchard 

New  Haven,  CT   1 

262 

131 

•Parsons  Corp/engineering  &.  construction 

592 

7,000 

William  E  Leonhard 

Pasadena,  CA 

263 

172 

PIE'Nationwide/ trucking 

588 

8,000 

Charles  F  Rodgers 

Jacksonville,  FL 

264 

174 

•Mayflower  Group/moving  svcs 

585 

1,953 

Fohn  B  Smith 

Carmel,  IN 

265 

307 

Encyclopaedia  Britannica/reference  books,  educ  svcs 

583e 

1,200 

Robert  P  Gwinn 

Chicago,  IL 

<fi 

^ 
^ 

^Jj^^L_                               American  J 
^^^^^^^^^^pi^^v^               this  list  by 

Standard  is  among  the  firms  that  got  on 
going  private  in  an  LBO  in  the  past  year. 
II  &  Howell,  Best  Products,  DuraceU, 
'ry  Ward,  Payless  Cashways,  Singer, 
and  Stop  &  Shop  Cos. 

^Sj             Montgomc 

■^ 

266 

185 

•Bath  Iron  Works/ship  building 

578 

7,500 

William  E  Haggett 

Bath,  ME 

267 

■ 

Eby-Brown  Cos/candy,  tobacco,  food  &  merchandise  distrib 

575 

536 

Richard  Wake- 

Aurora,  IL 

268 

169 

Worldwide  Volkswagen/auto  distributing 

574 

400 

Victor  Elmaleh^ 

Orangeburg,  NY 

269 

223 

|M  Petroleum/petroleum  transporting 

570 

200 

lames  C  Musselman 

Dallas,  TX 

270 

224 

North  Pacific  Lumber/wholesale  forest,  agricul,  steel  prods 

567 

377 

Leo  T  Gibbons 

Portland,  OR 

271 

246 

The  Andersons/agribusiness,  consumer  prodi.cis 

566 

875 

Richard  P  Anderson 

Maumee,  OH 

272 

219 

Irvine  Co/real  estate  devel 

565 

400 

Donald  Bren 

Newport  Beach,  C< 

273 

205 

•Morse  Shoe/shoes 

558 

4,300 

Manuel  Rosenberg 

Canton,  MA 

274 

236 

Bartlett  &  Co/grain,  flour,  cattle  feed 

550 

550 

Paul  D  Bartlett  |r 

Kansas  City,  MO 

275 

■ 

Chase  Enterprises/real  estate,  msurancc,  communications 

550e 

5,200 

David  Chase 

Hartford,  CT 

276 

326 

Gordon  Food  Service  lood  distributing 

550 

1,250 

Paul  Gordon 

Grand  Rapids,  Ml 

277 

281 

Minyard  Food  Stores/grocery  stores 

550 

5,500 

Liz  Minyard'' 

Coppell,  TX 

278 

■ 

•RAB  Holdings/holding  company 

550 

2,500 

Richard  A  Bernstein 

New  York,  NY 

279 

■ 

Save  Mart  Supermarkets/grocery  stores 

550 

3,500 

Robert  Piccinini 

Modesto,  CA 

280 

■ 

•White  Swan/uholcsalc  tood  6>.  nonfood  prods 

s^o 

l.SOO 

Ronald  E  Elmquist 

Ft  Worth,  TX 

281 

130 

Barton-Malow  Enterprises/construe  mgmt,  gen  contracting 

547 

1,200 

Ben  C  Maibach  )r 

Southfield,  MI 

282 

■ 

•Stanadyne/diescI  luel  injection  systems,  plumbing  suppi 

544 

5,300 

George  Michel 

Windsor,  CT 

283 

184 

HCB  Contractors/general  contracting,  construction  mgmt 

542 

1,000 

Lawrence  A  Wilson 

Dallas,  TX 

284 

262 

)M  Huber'energy,  rubber,  natural  resources 

542 

3,850 

Michael  W  Huber 

Edison,  Nf 

285 

124 

Lykes  Bros/food  processing,  insurance 

542e 

2,500 

Charles  P  Lykes 

Tampa,  FL 

286 

■ 

Morse  Operations/auto  dealerships 

.s,<^ 

734 

E|  Morse  Sr 

Fort  Lauderdale,  F 

287 

264 

Inland  Real  Estate/real  estate  mgmt,  insur  brokerage 

538e 

1,500 

Daniel  L  Goodwin 

Oak  Brook,  IL 

288 

352 

PMC/specialty  chemicals 

535 

3,500 

Philip  Kamins 

Sun  Valley,  CA 

289 

■ 

|itney-|ungle  Stores 'grocery  stores 

530 

2,500 

WH  Holman  (r 

Jackson,  MS 

290 

254 

•Kane-Miller/ meatpacking 

528 

1,000 

Stanley  B  Kane 

Tarrytown,  NY 

291 

233 

•Pamida/discount  department  stores 

526 

5,000 

C  Clayton  Burkstrand  Omaha,  NE            | 

■  Nol  Dii   la-sl  ycar.s   lisl      .vXcm  privali-  \u  lovragcd  liuyiiui   mikv   1980      c;   Est 
copresidem.     'Frank  Stanion  is  coci ;  urniaii.     'Greichcn  Williams  is  cochairman. 

imate      'Kigui 

"' ~-\ 
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''KELLY 
HAS  ALWAYS 
^  GIVEN  ME 
THE  RIGHT 
TEMPORARY 
EMPLOYEE 
FOR  THE  JOB. 
KELLY  IS  ^ 
THE  BEST 
VALUE." 


y^-^-^-j-.  ■:  r^^ 


When  we  need  people  to  help  keep  our  offices  running  smoothly,  I  call  Kelly.  They  train 
fiOH    their  people,  so  I  always  get  the  right  temporary  for  the  right  job. " 

The 

Kelly  Girl® 
People 


THE  FIRST  AND  THE  BEST/ 


©1988  Kelly  Services.  Inc. 


I 


Commercial  and  investment 

banking  in  one  organization? 

In  Germany  we  have  a  name  for  it 


You  may  know  us  as  one  of 
Gernnany's  leading  connmercial 
banks.  But  did  you  know  that 
we  are  one  of  Gernnany's  leading 
investnnent  banks?  This  unique 
connbination  is  called  "universal 
banking"  and  it's  been  our  business 
for  over  100  years. 

As  a  connnnercial  bank,  we 
finance  more  than  20%  of 
Germany's  foreign  trade  and 
arrange  project  financings  worth 
billions. 

As  an  investment  bank,  we 
supply  the  full  range  of  invest- 
ment banking  services,  corporate 
stock  and  bond   underwriting  in 


particular.  Last  year  alone  we 
lead-managed  eurobond  issues 
for  a  total  of  US  $  8.4  billion. 

At  Deutsche  Bank  you  will  find 
experienced  people  skilled  in  uni- 
versal banking.  You  can  rely  on 
their  ingenuity  to  identify  the  most 
efficient  way  to  meet  your  financial 
requirements. 

For  universal  banking  -  the 
unique  combination  of  commercial 
and  investment  banking  services  - 
consider  using  the  skills  and  ex- 
perience of  one  of  the  world's 
leading  banking  groups. 

Contact  the  Deutsche  Bank 
Group  office  nearest  you. 


Deutsche  Bank 


Deutsche  Bank  AG 
New  York  Branch 
(Commercial  Banking) 
9  West  57th  Street 
New  York.  NY  10019-2799 
Tel    (212)  940-8000 


Capital  Management  International  GmbH 

of  Deutsche  Bank 

(Pension  Fund  Management) 

Representative  Office.  9  West  57th  Street 

New  York,  NY  10019-2799 

Tel    (212)  832-1630 


Deutsche  Bank 
Capital  Corporation 
(Investment  Banking) 
40  Wall  Street 
New  York.  NY  10005 
Tel    (212)  612-0600 


Deutsche  Credit  Corporation 
(Asset  Based  Financing) 
2333  Waukegan  Road 
P.O.  Box  329 
Deerfield,  IL  60015 
Tel  :  (312)  948-7272 


The  40ffiargest  Private  Companies  in  the  U.S. 


Rank 
this        last 
year        year 

Sales 
Company/business                                                                    (millions)  Employees 

Chief  executive 

City,  state 

292 

325 

Continental  Cablevision/cable  broadcasting                                     $519e 

3,500 

Amos  B  Hostetter  Jr 

Boston,  MA 

293 

260 

UlS/auto  parts                                                                                         516 

6,000 

Harry  Lebensfeld 

New  York,  NY 

294 

248 

Austin  Industries/general  contracting,  construction,  engin              515 

6,500 

William  T  Solomon 

Dallas,  TX 

295 

210 

•Republic  Health/hospitals                                                                     515 

5,000 

Bryan  P  Marsal 

Dallas,  TX 

296 

212 

Thomson  McKinnon  Securities/securities  brokerage                         510 

5,198 

I  Ronald  Morgan 

New  York,  NY 

297 

■ 

•Musicland  Group/ specialty  music  stores                                          510 

2,300 

JW  Eugster 

Mirmeapolis,  MN 

298 

■ 

Schneider  National/trucking                                                             510 

6,500 

Donald  ]  Schneider 

Green  Bay,  WI 

299 

315 

Towers,  Perrin,  Forster  &  Crosby/consulting,  reinsurance               510 

4,500 

James  E  Kielley 

New  York,  NY 

300 

■ 

•Dr  Pepper/Seven-Up  Cos/soft  dnnks                                                 506 

847 

John  R  Albers 

Dallas,  TX 

301 

252 

GSC  Enterprises/food  wholesaling                                                       500 

1,100 

Michael  K  McKenzie 

Sulphur  Springs,  T 

• 

01 

3 

^    ^ 

Reven 

\                    brokei 

\                  this  11; 

ues  for  1987  for  the  four  private 
rage  and  investment  banking  firms  on 
it  were  down  12%  from  the  year  before, 
the  1988  numbers  come  in  they  will 
)ly  look  a  lot  worse. 
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302 

235 

Aarque  Cos/metal  labncating                                                               SOOe 

2,700 

R  Quintus  Anderson 

Jamestown,  NY 

303 

■ 

American  Restaurant  Group/restaurants                                             SOOe 

18,000 

Anwar  Soliman 

Newport  Beach,  C 

304 

279 

Bacardi  Imports/distilled  spirits  &.  wine                                              500 

270 

luan  Crau 

Miami,  FL 

305 

180 

Builder  Marts  of  America/building  material  wholesaling                  SOO 

600 

Richard  E  Ingram 

Greenville,  SC 

306 

■ 

CC  Industries/home  furnishings,  paper,  real  estate  dcvel                  SOO 

6,400 

Neele  E  Steams 

Chicago,  IL 

307 

297 

Club  Corp  InternationaL'athletic  clubs  £<  resorts                               500 

15,000 

Robert  Dedman 

Dallas,  TX 

308 

■ 

Consolidated  Beef  Industries/meatpacking                                         SOOe 

1,300 

Carl  Kuehne 

Green  Bay,  WI 

309 

339 

Coulter  Electronics/hematology  analyzers,  reagents                          500 

5,200 

Wallace  H  Coulter 

Hialeah,  FL 

310 

356 

Flying  J/integrated  petroleum                                                               500 

1,400 

O  Fay  Call 

Brigham  City,  UT 

311 

■ 

Griffin/real  estate,  casino                                                                      SOOe' 

5,000 

Michael  Nigress 

New  York,  NY 

312 

159 

•International  Controls/irutk  trailers,  gas  retailing  t*.  distrib             SOOe 

2,915 

Arthur  M  Goldberg 

Boca  Raton,  FL 

313 

268 

McKinsey  &  Co/consulting                                                                  500 

3,000 

Fred  Cluck 

New  York,  NY 

314 

239 

•Motor  Wheel/auto  parts                                                                    SOOe 

3,300 

loseph  C  Overbeck 

Lansing,  Ml 

315 

282 

•National  Beverage/sott  drink  manufacturer                                        500 

1,100 

Nick  A  Caporella 

Fort  Lauderdale,  F 

316 

243 

Wheaton  Inds/packaging                                                                            ^OOc 

10,000 

Frank  H  Wheaton  Ir 

Millville,  NI 

317 

■ 

Georgia  Crown  Distributing/beverage  distribution                           497e 

600 

Donald  M  Leebem  Jr 

Columbus,  GA 

318 

■ 

•Northwestern  Steel  &  Wire/carbon  steel,  rcxl  &,  wire  prods              497 

2,865 

Roben  M  Wilthew 

Sterling,  IL 

319 

241 

Schottenstein  Stores/department  6v  furniture  stores                          494 

7,000 

lerome  Schottenstein 

Columbus,  OH 

320 

323 

LL  Bean/outdoor  sporting  goods  retailing  &  mfg                                493 

2,800 

Leon  A  Gorman 

Freeport,  ME 

321 

255 

•Coca-Cola  Bottling  Co  of  NY/soft  drink  bottling                               490e 

3,000 

James  Maloney 

Greenwich,  CT 

322 

312 

Walton  Monroe  Mills  textiles                                                                  4V() 

4.800 

G  Stephen  Felker 

Monroe,  GA 

323 

■ 

•AFG  Industries/flat  glass  manufacturing                                             488 

5,500 

RD  Hubbard 

Fort  Worth,  TX 

324 

■ 

Pepper  Companies/commercial  construction                                     478 

1,200 

Richard  S  Pepper 

Chicago,  IL 

325 

■ 

Harbert/commercial  construct,  real  est  dcvel,  oil  &  gas                    477 

800 

lohn  M  Harbert  lU 

Birmingham,  AL 

326 

232 

SnyderGeneral/climatc  control  equipment                                         477 

4,300 

Richard  W  Snyder 

Dallas,  TX 

327 

■ 

•Hallmark  Electronics/electronics,  computer  sys                                475 

1,450 

lack  Turpin 

Dallas,  TX 

328 

■ 

Lewis  Homes/home  building                                                                47Se 

600 

Randall  Lewis 

Upland,  CA 

■  N 
Inie 

c)i  on  Usi  years  liM      .Urm  pm.iic  via  leArr.iged  buyout  since  1980     c   Kmiiikuc        'Rt-sul 
rnational 

i-s  iiuiude 

pending  acquisition  of  properties  from  Res' 
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In  1927,  when  "The  Lone  Eagle"  braved  the  Atlantic,  Allendale 

had  been  a  risk  taker  for  92  years. 


!ien  the  Spirit  of  St.  Louis  touched  down  in  Paris, 
dale  had  already  established  a  North  American  pres- 
i  erving  comparues  across  the  country  for  92  years, 
lay  at  Allendale,  we  continue  to  shape  the  history  of 
mtrol  with  engineering,  training,  research  and  testing, 
nsiveness  and  fairness  in  the  way  we  do  business, 
roughout  the  years  we've  been  more  than  an  ordi- 


nary insurance  company.  Commitment  to  our  insureds 
goes  well  beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  part  of  our  philosophy 
is  not  about  to  change.  Allendale  Ir\surance,  EO.  Box 
7500,  Johnston,  Rhode  Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


ET 


The  400  Largest  Private  Companies  in  the  U.S. 


Rank 
this         last 
year         year 

Company/business                                                                          ( 

Sales 
millions)  Employee; 

Chief  executive 

City,  state 

329 

247 

.Marley/diversified  manufacturing 

$475 

5,800 

Robert  J  Dineen 

Shawnee  Mission  1 

330 

234 

.Joy  Technologies/minnig  &  industnal  equipment 

472 

4,300 

Roy  Wennerholm  Jr 

Pittsburgh,  PA 

331 

289 

Worldmark/bldg  materials,  mterraediate  aluminum  prods 

469 

1,098 

Dean  Rhoads 

North  Palm  Beach 

332 

266 

Continental  Cos/hotei  mgmt 

465 

12,000 

Sherwood  M  Weiser 

Miami,  FL 

333 

253 

HB  Zachry/general  contractor 

465 

6,282 

H  Bartell  Zachry  Jr 

San  Antonio,  TX 

334 

265 

Coca-Cola  Bottling  Co  of  Chicago'soft  drink  bottling 

464e 

1,800 

Marvin  J  Herb 

Chicago,  IL 

335 
336 

275 

Racetrac  Petroleum/convenience  stores,  gasohne  retailing 

462 

1,600 

Carl  Bolch  Jr 

Atlanta,  GA 

267 

Koll/real  estate  development,  general  contractor 

458 

790 

Donald  M  KoU 

Newport  Beach  ' 

337 

■ 

Dobbs  Brothers  Management/auto  dealerships 

458 

1,400 

limmy  Dobbs  III 

Memphis,  TN 

338 

278 

Schwegmann  Giant  Super  Markets/grocery  stores 

456 

4,500 

John  F  Schwegmann 

New  Orleans,  LA 

339 

273 

Chemcentral/chemical  distributmg 

450 

750 

H  Daniel  Wenstrup 

Bedford  Park,  IL 

340 

298 

Day  &  Zimmennann/engin,  consult,  bus  svcs,  real  est 

450e 

13,000 

Harold  L  Yoh  Jr 

Philadelphia,  PA 

341 

231 

.Harte-Hanks  Communications/newspaper  6v  shopper  publ 

450 

8,000 

Bob  Marbut 

San  Antonio,  TX 

342 

274 

Hendrick  Management/auto  dealerships 

450 

1,100 

IR  Hendrick  111 

Charlotte,  NC 

343 

300 

.McLouth  Steel  Products/steel 

4  SO 

2,200 

Edward  L  Sambuchi 

Trenton,  MI              i 

344 

293 

.Meadowdale  Foods/grocery  stores,  food  wholesalmg 

450e 

1,670 

David  K  Page 

Detroit,  MI 

345 

271 

Moyer  Packing/meatpacking  6i.  processing 

450e 

1,100 

Curtis  F  Moyer 

Souderton,  PA 

346 

305 

.Research-Cottrell/cnvironmental  svcs 

450e 

2,400 

Beniamin  Rawls 

Somerville,  Nf 

347 

270 

Rosenthal  Cos/auto  dealerships 

450 

1,200 

Robert  M  Rosenthal 

Arlington,  VA 

348 

286 

.Seligman  &  Latz/)ewelry,  cosmetics 

450 

6,000 

David  B  Comstein 

New  York,  NY 

349 

335 

United  Company/coal,  oil,  gas,  real  estate,  fmancial  svcs 

450 

1,300 

lames  W  McGlothlin 

Bristol,  VA 

350 

263 

•Ceco/building  materials 

449 

6,500 

Erwin  E  Schulze 

Oakbrook  Terra., 

351 

157 

Warren  Equities/petroleum  prods,  convenience  stores 

446 

925 

Warren  Alpert 

New  York,  NY 

352 

314 

Investors  Management/restaurants 

445 

18,500 

lames  H  Maynard 

Raleigh,  NC 

353 

■ 

Curry/auto  dealerships 

444 

1,100 

Bernard  F  Curry 

Scarsdale,  NY 

1 

J 

^J 

ff                          Public  or  fon 
<«^jiJH|^^         companies  in 
j^^^^^^P        Chemical,  Di 
^^^■1         &           and  1 

iign  acquirers  bought  these  private 
the  last  yean  Bumble  Bee  Seafoods,  Cain 
amandis  Communications,  Malone 
friangle  Publications. 

i 

354 

■ 

lack  Kent  Cooke/holding  company 

443c 

3,020 

lack  Kent  Cooke 

Middleburg,  VA  ^ 

355 

■ 

Rock-Tenn/papcrboard  if*,  packaging  prods 

442 

4,000 

A  Worley  Brown 

Norcross,  GA 

356 

332 

•AutoZone '/auto  part  stores 

440 

4,800 

IR  Hyde  III 

Memphis,  TN 

357 

324 

ER  Carpenter'plastic  toams 

440 

5,000 

Stanley  F  Pauley 

Richmond,  VA 

358 

242 

Walbridgc,  Aldinger  jieneral  contractors  6.  construct  mKiiii 

440 

57S 

|ohn  Rakolta  Ir 

Livonia,  Ml 

359 

■ 

Bill  Heard  Enterprises/auto  dealerships 

439 

1,100 

Bill  Heard  |r 

Columbus,  GA 

360 

283 

RB  Pamplin/ textiles,  concrete,  asphalt 

438 

6,200 

RB  Pamplin 

Portland,  OR 

361 

155 

Horsehead  Industries/industnal  waste  recycling 

4,^0 

2,700 

William  E  Flaherty 

New  York,  NY 

362 

■ 

ICC  Industries/chemicals 

430 

1,200 

lohn  Farber 

New  York,  NY 

363 

■ 

•National  Cleaning  Contractors/building  maintenance  svcs 

430 

21,000 

M  Sweig 

New  York,  NY 

364 

■ 

•Pay  'N  Pak/home  improvement  stores 

429 

2,200 

David  1  Heerenspergei 

Kent,  WA 

■  Noi  or 

1  lasi  year's  hsi      •Wcni  prn.iio  via  lf\'erjgcd  buyoui  Miice  l'.S(i      c   iMim.uc 

1  isted  a.s  AuloStuik  1 

iM  \c.ir 

• 
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1  he  400  Largest  Private  Companies  in  the  U.S. 

Rank 

this        last 

,  year        year 

Company/business 

Sales 
millions)  Employees 

Chief  executive 

City,  state 

165 

■ 

General  Felt  Industries/carpet,  accessories,  furniture 

$427 

3,500 

Rocco  A  Barbieri 

Saddle  Brook,  NJ 

i66 

299 

WL  Gore  &  Assocs/Gore-Tex  fabrics,  electronics,  indus  prods 

426e 

4,796 

Robert  W  Gore 

Newark,  DE 

■  ;67 

296 

Booz,  Allen  &  Hamilton/intl  mgmt  &  technology  consult 

425 

3,725 

RM  McCullough 

New  York,  NY 

168 

■ 

Ailing  and  Cory/paper,  packaging  &  business  prods 

423 

1,000 

Samuel  T  Hubbard  Jr 

Rochester,  NY 

,169 

287 

McWane/pipe  mfg,  water  treatment 

420e 

3,000 

IR  McWane 

Birmingham,  AL 

170 

■ 

Transnational  Motors/wholesaler  &  distrib  of  Mazdas 

420 

124 

Robert  L  Hooker 

Grand  Rapids,  MI 

171 

353 

International  Data  Gtoup/info  svcs  on  information  tech 

419 

3,000 

Patrick  I  McGovcrn 

Framingham,  MA 

t72 

277 

•CR  Anthony/department  stores 

415e 

6,000 

John  I  Weisner 

Oklahoma  City,  OK 

!73 

■ 

Flint  Ink/printing  mk 

415 

2,650 

Robert  H  Flint 

Detroit,  MI 

,174 

328 

Home  Interiors  &  Gihs/wholesale  decorative  accessories 

415 

1,500 

Donald  I  Carter 

Dallas,  TX 

J 

ij 

^te        E 

hese  companies  have  helped  put  people 
e  Forbes  Four  Hundred  list  of  the 
t  people  in  America. 

-ia^™ 

J75 

■ 

Quad/Graphics/pnnting 

415 

3,200 

HV  Quadracci 

Pewaukee,  WI 

576 

344 

•Lykes  Brothers  Steamship/ocean  freight  transport 

413 

1,000 

WJ  Amoss  [r 

New  Orleans,  LA 

577 

295 

Asplundh  Tree  Expert/tree  trimming  for  elec  utilities 

412e 

12,500 

Edward  K  Asplundh 

Willow  Grove,  PA 

}78 

382 

Alamo  Rent  A  Cat/car  rental 

410 

3,000 

Michael  S  Egan 

Fort  Lauderdale,  FL 

■}79 

338 

Wawa/convenience  stores 

410 

1,500 

Richard  D  Wood  Jr 

Wawa,  PA 

380 

310 

Almacs/grocery  stores 

407 

1,064 

AW  Pike 

East  Providence,  RI 

}81 

276 

MA  Mortenson/general  contractors,  construction  mgrs 

406 

950 

MA  Mortenson  Jr 

Minneapolis,  MN 

}82 

331 

Journal  Communications/newspapers,  broadcasting,  printing 

404 

3,800 

Thomas  J  McCoUow 

Milwaukee,  Wl 

383 

251 

Central  Newspapers/newspapers 

403 

5,000 

Frank  E  Russell 

Indianapolis,  IN 

384 

357 

Svetdrup  Corp/engineering,  architect,  construct,  real  est 

403 

4,500 

Brice  R  Smith  Jr 

St  Louis,  MO 

385 

291 

Alberici/commercial  &.  industrial  construction 

403 

1,235 

Raymond  F  Pieper 

St  Louis,  MO 

386 

■ 

•Dan  River/textiles,  floor  coverings,  chemicals 

400e 

7,100 

LA  Hudson 

Danville,  VA 

387 

319 

Freedom  Newspapers/publishing,  broadcasting 

400e 

5,000 

DR  Segal 

Irvine,  CA 

388 

237 

Greenwood  Mills/textiles 

40Qe 

6,500 

JC  Self  Jr 

Greenwood,  SC 

,389 

333 

Haworth/office  fumiture 

400 

2,800 

Richard  G  Haworth 

Holland,  MI 

390 

362 

Humiston-Keeling/wholesale  drug  distribution 

400 

195 

Burton  H  Olin 

Chicago,  IL 

391 

■ 

•Kohl's  Department  Stores/department  stores 

400e 

5,100 

William  Kellog 

Brookfield,  WI 

392 

■ 

Lusk  Co/residential  construction 

400 

600 

John  D  Lusk 

Irvine,  CA 

393 

■ 

Mcjunkin/piping,  electrical  equip 

400 

1,000 

HB  Wehrle  Jr 

Charleston,  WV 

394 

322 

Microdot/fasteners,  connectors 

400e 

4,000 

Richard  P  Strubel 

Chicago,  IL 

395 

■ 

John  L  Morris  Affiliated  Sports  &  Leisure  Co/outdoor  prods 

400e 

2,200 

John  L  Morris 

Spnngfield,  MO 

396 

306 

•Ealm  Beach '/apparel  manufacturing 

400 

5,800 

Alfred  P  Fuoco 

Cincinnati,  OH 

397 

301 

Pony  Industries/specialty  chemicals,  building  materials 

400e 

2,400 

William  E  Flaherty 

New  York,  NY 

398 

388 

Refco  Group  Ltd/futures  &.  options  brokerage 

400 

500 

Tone  Grant 

Chicago,  IL 

399 

280 

Fresh  Mark/meatpacking 

399e 

1,700 

Neil  Genshaft 

MassiUon,  OH 

400 

337 

Rugby-Darby  Group/health  care  prods 

398e 

2,000 

Michael  Ashkin 

RockviUe  Centre,  NY 

■  Noi  on  last  year  s  list.     •^X  ent  pri\ate  via  leveraged  bu\oui  since  1980     e;  Estimate 

'AcquisitiOE 

by  Cnsia 

1  ISiands.  a  public  company,  pending 
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FREE  INFORMATION  FOR  READERS  OF  FORBE 

The  advertisers  listed  here  want  to  make  information  available  to  readers  of 
FORBES.  For  the  type  of  information  available,  see  the  categories  below.  To  obt 
information,  see  the  adjoining  page. 


Products/Services  Information 


1.  AEG  Olympia  17. 
Incorporated 

2.  Aerospatiale  Inc.  18. 

3.  Alexander  Proudfoot  19. 

4.  Astra  Jet  Corporation  20. 

5.  Banco  Do  Brasil  21 . 

6.  Brunswick  Corporation  22. 

7.  BusinessLand  Inc. 

8.  Canon  U.S.A.,  Inc.—  23. 
Copier  Division  24. 

9.  Canon  U.S.A.,  Inc.—  25. 
Facsimile  Division  26. 

10.  Chrysler  Car  27. 

11.  Chubb  Group  of  Insurance     28. 
Companies  29. 

*12.  CIGNA  Corporation 

13.  Daewoo  30. 

14.  Eagle's  Nest  Homes  31. 
*15.  Fansteel  32. 

16.  47st.  Photo  33. 


Hartmann  Luggage 

Company 

Johnson  Controls,  Inc. 

Kelly  Services 

The  Lancaster  Hotel 

Leaseway  Transportation 

Liberty  Mutual  Insurance 

Co. 

Lufthansa  German  Airlines 

Management  Recruiters 

Mead  Paper 

R.  Miller  &  Associates 

Mobil  Corporation 

Moore 

Northwestern  National  Life 

Insurance 

Olympic  Sales  Co. 

Peterbilt  Motors  Company 

The  Pontchartrain  Hotel 

Pnme  Computer,  Inc. 


34.  Range  Rover  of  Noi 
America,  Inc. 

35.  The  Ritz-Carlton,  nJ 

36.  San  Francisco  EmbJ 
Works 

37.  Schott  Corporation 

38.  Seoul  Hilton  Internaul 

39.  Sheraton  Hotels  Wdij 
Wide  Directory 

40.  Stouffer  Hotels  &  R 

41.  TNTMailfast 
'42.  Tandy/Radio  ShacK 

43.  Toshiba  America,  Ir 
Copier  Products  Gr. 

44.  Toyota  Motor  Sales 
U.S.A.,  Inc. 

45.  U.S.  Postal  Servio 
Express  Mail 

46.  Video  Arts 

47.  Volvo  Cars  of 
North  America 


1 


Annual  Reports 

48.  ALLTEL  Corporation 

49.  Brunswick  Corporation 


50.  Goodyear  Tire  &  Rubber 
Company 


Financial  Products/Services  Information 

53.  Fidelity  Brokerage  55.  Twentieth  Century 

54.  Merrill  Lynch  Business  Investors  Inc. 
Financial  Services 


51. 
52. 


^56. 


Parker  Hannifin 
Scudder  New  Asial 


USF&G  Asset 
Management 


MERGERS  &  ACQUISITIONS 

57.  Pandick,  Inc. 

CORPORATE  MEETING  PLANNER 

58.  Avis,  Inc.  59.  Continental  Airlines,  Inc. 


60.  Stouffer  Hotels  & 


rhe  Chinese  know  we  mean  business  China- 


9ne  of  the  business  world's  final  frontiers.  If  you 
Jo  business  there,  you  know  precisely  how 
lighly  our  magazine  is  regarded.  With  our  sub- 
stantial readership  of  500,000,  we  are,  very  sim- 
)ly,  China's  link  to  the  world  business  commu- 
lity.  We  are  the  international  business  handbook 
>f  top  government  and  trade  officials.  If  you  are 
considering  marketing  to  China,  consider  also 

:hat  for  very  low  cost  your  ad  can  run  in  Business 

I 

Week's  International  Business  and  Management 


For  further  information  contact:  Hal  Berry  212/512-3867 


"Myjobisto 
design  a  wing  to 

lift  200  tons." 


"After  5500  jetliners  and  almost 
75  years  of  innovation,  one  job  at 
Boeing  hasn't  changed  at  all. 
We're  still  trying  to  build  a  better 
wing.  We  .see  no  end  to  the  oppor- 
tunities, or  to  the  challenges.  For 
example,  there  are  more  tlian 
62,000  parts  in  a  Boeing  767  wing, 
not  including  rivets,  hi  flight,  the 


wing  literally  carries  the  air 
plane— about  400,000  pour 
the  case  of  a  767.  Under  thi^ 
weight,  the  tips  of  the  wini; 
four  feet  at  takeoff,  hi  mild 
lence,  the  tips  may  flex  anc ' 
two  feet  or  so.  Under  this  m 
the  wing— which  may  com 
over  160,000  pounds  of  jet ; 


L 


remain  absolutely  leakproof 
lerodynamically  smooth. 

^^ings  of  toda/s  jetliners 
aasterpieces  of  engineering 
abrication.  For  us,  that's  just 
H  i  beginning.  Our  job  is  to 
1  them  better." 
—  Walt  Broim 
Structures  Engineering  Manager 


At  Boeing,  we're  sharing  knowl- 
edge and  integrating  technology 
to  create  high-quality  products 
and  services.  In  aviation,  com- 
puter services,  aerospace  and 
electronics. 


Photo  by  Ken  Kennedy 


The  400  Largest  Private  Companies  in  the  U.S. 


This  alphabetical  listing  shows  the  400 

largest  private  companies  in  the  U.S.  For  those 

companies  taken  private  since  1980,  the  year 

the  transaction  was  completed  is  provided. 

The  story  begins  on  page  178.  The  sales  ranking 

begins  on  page  180. 


Company 

Rank 

Company 

Rank 

Company 

Rank 

A-Mark  Financial 

128 

LL  Bean 

320 

Continental  Cablevision 

292 

Aarque  Cos 

302 

Beatrice/ 1986 

18 

Continental  Cos 

332 

Advance  Publications 

41 

Bechtel  Group 

12 

Continental  Grain 

3 

AFG  Industries/ 1988 

323 

BeefAmerica 

129 

lack  Kent  Cooke 

354 

Alamo  Rent  A  Car 

378 

Belk  Brothers 

63 

Coopers  &  Lybrand 

38 

Alberici 

385 

Bell  &  Howell/1988 

204 

Coulter  Electronics 

309 

Fohn  Alden  Financial/19g7 

99 

Best  Products/ 1988 

51 

Cox  Enterprises 

68 

Ailing  and  Cory 

368 

Big  V  Supermarkets/ 1987 

254 

Crowley  Maritime 

142 

Almacs 

380 

Booz,  Allen  &  Hamilton 

367 

Crown  American 

238 

Amerco 

187 

Borg-Warner/1987 

22 

Cullum  Cos/ 1988 

126 

American  Breco 

228 

Braman  Enterprises 

207 

Cumberland  Farms 

55 

American  Financial/ 1981 

33 

Brenlin  Group 

223 

Curry 

353 

American  Protection  Inds 

182 

Brookshire  Grocery 

251 

Dan  River/ 1983 

386 

American  Restaurant  Group 

303 

Builder  Marts  of  America 

305 

Day  &  Zimmermann 

340 

American  Standard/ 1988 

23 

Burlington  Industries/ 1987 

28 

Edward  I  DeBartolo 

121 

Ampex/1987 

246 

HE  Butt  Grocery 

45 

Delaware  North  Cos 

87 

Amstar/1984 

124 

C&S  Wholesale  Grocers 

233 

Deloitte  Haskins  &  Sells 

59 

Amsted  Industries/ 1986 

145 

Cargill 

1 

DeMoulas  Super  Markets 

151 

Am  way 

80 

Carlson  Cos 

15 

DHL  Worldwide  Express 

88 

Andersen  Corp 

141 

ER  Carpenter 

357 

Dillingham  Construction/ 1983 

110 

Arthur  Andersen  &  Co 

31 

CC  Industries 

306 

Dobbs  Brothers  Management 

337 

The  Andersons 

271 

Ceco/1986 

350 

Dr  Pepper/Seven-Up  Cos/ 1984 

300 

Anschutz 

44 

Central  Newspapers 

383 

Dominick's  Finer  Foods/ 1981 

61 

CR  Anthony/ 1987 

372 

Channel  Home  Centers/ 1986 

213 

Domino's  Pizza 

161 

ARA  Services/ 1984 

17 

Charter  Medical/ 1988 

92 

Drexel  Bumham  Lambert 

24 

Areata/ 1982 

221 

Chase  Enterprises 

275 

Drummond 

253 

Arkansas  Best/ 1988 

203 

Chemcentral 

339 

Duchossois  Industries 

177 

Asplundh  Tree  Expert 

377 

Chilewich  Sons 

130 

Dunavant  Enterprises 

94 

Associated  Metals  &  Minerals 

212 

Clark  Enterprises 

150 

Duracell/1988 

95 

Astroline 

35 

Club  Corporation  International 

307 

DynCorp/1988 

168 

Austin  Industries 

294 

Coca-Cola  Bottling  Co  of  Chicago 

334 

Dyson-Kissner-Moran 

166 

AutoZone/1987 

356 

Coca-Cola  Bottling  Co  of  NY/ 1982 

321 

Eagle  Food  Center/ 1987 

140 

Avis/ 1986 

123 

Cole  National/ 1986 

103 

Eby-Brown  Cos 

267 

Bacardi  Imports 

304 

Colt  Industries/ 1988 

70 

lack  Eckerd/1986 

32 

Bartlett  &  Co 

274 

Cone  Mills/ 1984 

188 

84  Lumber 

175 

Barton-Malow  Enterprises 

281 

Council  Limited  Partnership/ 1985 

114 

Encyclopaedia  Britannica 

265 

Bath  Iron  Works/ 1986 

266 

Connell  Rice  &  Sugar 

93 

Epic  Healthcare  Group/ 1988 

165 

Battelle  Memorial  Institute 

248 

Consolidated  Beef  Industries 

308 

Ernst  &  Whinney 

48 
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Fine  jewelry  seldom  sees  the  light  of  day. 
JJnless,  of  course,  its  insured  by  Chubb. 


*  / 


k 


y*^^^' 


>% 


Most  of  the  time,  fine  jewelry  is  kept  locked  in  a  vault.  Because,  with  traditional 
leowners  insurance,  that's  the  only  safe  place  to  keep  it.  Such  policies  simply  don't  provide 

quate  coverage  for  your  jewelry.  But  with  a  Valuable  Articles  policy  from  i ~p==^ 

ibb,  each  piece  can  be  separately  insured  for  exactly  what  it  is  worth.  flpuk^-^ 

With  Chubb,  you  can  be  comfortable  letting  your  jewelry  shine  in  the  I  . 

t  of  day  For  full  infomiation  call  800-922-0533.  L        ^  ^'' 

huhb  Group  of  Insurance  Companies  is  proud  to  participate  in  "American  Playhouse'.'  Vl^tch  for  it  on  PBS. 


»«£ 


The  40ftiirgest  Private  Companies  in  the  U.S. 


Company 

Rank 

Company 

Rank 

Company 

Rank 

Esprit  de  Corp 

183 

Harris  Wholesale 

132 

Kendall  Co/ 1988 

169 

Essex  Group/ 1988 

200 

Harte-Hanks  Communications/ 1984 

341 

Peter  Kiewit  Sons' 

10 

Estee  Lauder 

72 

Hartz  Mountain 

116 

King  Kullen  Grocery/ 1980 

244 

Exide/1983 

227 

Haworth 

389 

Knoll  International  Holdings 

79 

Farley  Industries 

50 

HCB  Contractors 

283 

Koch  Inds 

2 

Farm  Fresh/ 1 988 

214 

HealthTrust/1987 

76 

Kohl's  Department  Stores/1986 

391 

Farmstead  Foods 

243 

Bill  Heard  Enterprises 

359 

Kohler 

120 

Ferrell  Cos 

181 

Hearst  Corp 

57 

Koll 

336 

Fidelity  Investments 

117 

Helmsley-Spear 

84 

LaSalle  Energy/ 1987 

115 

Finevest  Services 

56 

Hendrick  Management 

342 

Uar  Siegler  Seating/ 1988 

135 

First  American  Bankshares/1982 

198 

Hillman 

104 

Leaseway  Transportation/1987 

81 

First  Brands 

146 

Hillsborough  Holdings/ 1988 

62 

Lefrak  Organization 

34 

First  Texas  Financial 

224 

Holiday  Cos 

133 

Lennox  International 

205 

Flint  Ink 

373 

Holman  Enterprises 

197 

Levi  Strauss/ 1985 

30 

Flying  I 

310 

Home  Interiors  &  Gifts 

374 

Levitz  Furniture/1985 

160 

Fort  Howard/ 1988 

66 

Hook-SupeRx/1986 

97 

Lewis  Homes 

328 

Frank  Consolidated  Enterprises 

119 

Horsehead  Industries 

361 

Lincoln  Property 

118 

Freedom  Newspapers 

387 

IM  Huber 

284 

Lusk  Co 

392 

Fresh  Mark 

399 

Hughes  Markets 

172 

Lykes  Bros 

285 

Furr's 

96 

Humiston-Keeling 

390 

Lykes  Brothers  Steamship/ 1983 

376 

E&l  Gallo  Winery 

131 

Hunt  Consolidated 

178 

William  Lyon 

176 

Gates 

109 

Hunt  Corp 

159 

Mac  Andrews  &  Forbes  Holdings/ 1983 

36 

Gateway  Foods 

42 

Hy-Vee  Food  Stores 

77 

RHMacy/1986 

9 

General  Felt  Industries 

365 

Hyster/1984 

215 

MagneTek 

149 

Geor);ia  Crown  Distributing 

317 

ICC  Industries 

362 

Maritz 

164 

Giant  Eagle 

73 

Ingram  Inds 

107 

Marley/1981 

329 

Gilbane  Building 

122 

Inland  Real  Estate 

287 

Marmon  Group 

25 

Gillett  Group 

111 

Insilco  19K8 

237 

Mars 

7 

GLI  Holding/ 1986 

173 

International  Controls/1987 

312 

Mayflower  Group/ 1986 

264 

Global  Petroleum 

102 

International  Data  Group 

371 

McCarthy 

222 

Golden  State  Foods/ 1980 

163 

Investors  Management 

352 

McDevitt  &  Street 

196 

Goldman,  Sachs 

19 

Irvine  Co 

272 

Mcjunkin 

393 

Golub 

152 

l&L  Specialty  Products/ 1 986 

189 

McKinsey  &  Co 

313 

Gordon  Food  Service 

276 

litney-Jungle  Stores 

289 

McLane 

60 

WL  Gore  &  Assocs 

366 

|M  Family  Enterprises 

49 

McLouth  Steel  Products/ 1982 

343 

Grand  Union/ 1988 

29 

|M  Petroleum 

269 

McWane 

369 

Graybar  Electric 

64 

1MB  Realty 

108 

Meadowdale  Foods/ 198  7 

344 

B  Green  &  Co 

255 

lohnson  &  Higgins 

220 

MediaNews  Group 

229 

Greenwood  Mills 

388 

Axel  lohnson  &  Co 

157 

Meijer 

5S 

Griffin 

311 

SC  lohnson  &  Son 

39 

Mellon  Stuart  Holdings 

239 

Grocers  Supply  Co 

153 

lohnsion  Coca-Cola  Bottling/ 1982 

235 

Merchants  Distributors 

170 

GSC  Enterprises 

301 

lordan  Company 

191 

Metallurg 

257 

Guardian  Industries/ 1985 

190 

loumal  Communications 

382 

Metromedia/ 1984 

245 

Gulf  States  Toyota 

74 

loy  Technologies/ 1986 

330 

Microdot 

394 

H  Group  Holdings 

43 

IPS  Textile  Group  19SS 

192 

Milliken  &  Co 

40 

Hallmark  Cards 

46 

Kane-Miller/ 1984 

290 

Minyard  Food  Stores 

277 

Hallmark  Electronics/ 1988 

327 

Hash  n'  Karry  Food  Stores/ 1988 

134 

Montgomery  Ward  &  Co/ 1988 

11 

Harbert 

32^ 

MomingStar  Foods/ 1988 

167 

1 
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Share  the  wreath. 
Give  friends  a  sprig  of  imported  English  greenery. 

Tanqueray' 

A  singular  experience. 

Send  a  gift  of  Tanqucra>  dn>^hete  in  the  U.S.A.  Call  1  800  243-3787.  Void  where  prohibited. 


The  400  Largest  Private  Companies  in  the  U.S. 


Company 

Rank 

Company 

Rank 

Company 

Rank 

John  L  Morris  Affil  Sports  &  Leisure 

395 

Reader's  Digest  Association 

75 

Tauber  Oil 

156 

Morse  Operations 

286 

Red  Apple  Cos 

258 

Taubman  Co 

26 

Morse  Shoe/1988 

273 

Red  Owl  Stores/ 1986 

195 

Taubman  Investment 

138 

MA  Mortenson 

381 

Refco  Group  Ltd 

398 

Thomson  McKinnon  Securities 

296 

Motor  Wheel/ 1986 

314 

Reliance  Electric/ 1986 

86 

Thrifty  Oil 

148 

Moyer  Packing 

345 

Republic  Health/ 1986 

295 

Ticor/1985 

241 

Musicland  Group/ 1988 

297 

Research-Cottrell/1987 

346 

Tishman  Realty  &  Construction 

226 

MWC/1988 

174 

Restaurant  Enterprises  Group/1986 

101 

TLC  Beatrice  Intl  Holding/1986 

83 

National  Amusements 

100 

RevcoDS/1986 

37 

Tops  Markets/1987 

162 

National  Beverage/ 1985 

315 

Rich  Products 

211 

Touche  Ross  &  Co 

67 

National  Car  Rental/ 1986 

216 

Riklis  Family  Corp 

27 

Towers,  Perrin,  Forster  &  Crosby 

299 

National  Cleaning  Contractors/ 1981 

363 

Rock  Island  Refining 

252 

Tracot/1987 

210 

North  Pacific  Lumber 

270 

Rock-Tenn 

355 

Trammell  Crow 

90 

Northwestern  Steel  &  Wire/ 1988 

318 

Rockefeller  Group 

155 

Trans  Worid  Airiines/1988 

16 

Oklahoma  Publishing 

193 

Roseburg  Forest  Products 

231 

Transammonia 

112 

Oppenheimer  &  Co 

225 

Rosenthal  Cos 

347 

Transnational  Motors 

370 

Owens-Illinois/ 198  7 

21 

Ruffin  Cos 

199 

TRC 

209 

Oxbow 

136 

Rugby-Darby  Group 

400 

Trump  Organization 

217 

Pacific  Holding 

171 

Safeway  Stores/ 1986 

4 

UIS 

293 

Palm  Beach/ 1985 

396 

Safeway  Texas  Division/ 1988 

180 

Union  Holdings 

78 

Pamida/1980 

291 

Sammons  Enterprises 

98 

Uniroyal  Goodrich  Tire/ 1986 

54 

RE  Pamplin 

360 

Save  Mart  Supermarkets 

279 

United  Company 

349 

Paragon  Group 

202 

Schneider  National 

298 

United  Parcel  Service 

5 

Parsons  Corp/ 1984 

262 

Schnuck  Markets 

143 

United  Refining/1981 

186 

Pay 'N  Pak/1988 

364 

Schottenstein  Stores 

319 

United  Van  Lines 

240 

Payless  Cashways/1988 

65 

Schreiber  Foods 

185 

VT 

234 

Peat  Marwick  Main 

20 

Schwan's  Sales  Enterprise 

259 

Walbridge,  Aldinger 

358 

Penske 

53 

Schwegmann  Giant  Super  Markets 

338 

Jim  Walter/ 1988 

256 

Pepper  Companies 

324 

Science  Applications  International 

219 

Walton  Monroe  Mills 

322 

Perdue  Farms 

144 

Scouiar 

85 

Wamaco/1986 

249 

Phelps 

250 

Seligman  &  Utz/1985 

348 

Warren  Equities 

351 

PIE'Nationwide 

263 

Service  America/ 198  7 

127 

George  E  Warren 

69 

Placid  Oil 

230 

Services  Group  of  America 

89 

Wawa 

379 

Playtex/1986 

247 

|R  Simplot 

105 

Wegmans  Food  Markets 

139 

PMC 

288 

Simpson  Timber 

137 

Weirton  Steel 

91 

Polo/Ralph  Lauren 

147 

Singer/ 1988 

208 

Frederick  Weisman 

113 

Pony  Industries 

397 

SnyderGeneral 

326 

Wheaton  Inds 

316 

Potamkin 

158 

Southland/ 1987 

6 

White  Swan/ 1988 

280 

Price  Waterhouse 

47 

Southwire 

206 

Wickes  Lumber/ 1988 

106 

Printing  Holding,  LP/ 1984 

194 

Stanadyne/1988 

282 

Wilbur-Ellis 

218 

Publix  Super  Markets 

14 

Steelcase 

•'I 

Worldmark 

331 

Pueblo  International/ 1988 

179 

Stop&  Shop  Cos  1988 

13 

Worldwide  Volkswagen 

268 

Pullman/ 1988 

236 

Stroh  Brewery 

82 

WWF  Paper 

260 

Quad/Graphics 

375 

Supermarkets  General/ 1987 

8 

Wyatt 

261 

RAB  Holdings/ 1987 

278 

Sverdrup  Corp 

384 

Young  &  Rubicam 

201       1 

Racetrac  Petroleum 

335 

Sweet  Life  Foods 

125 

Young's  Market 

242 

Raley's 

154 

Tans  Industries 

232 

Arthur  Young 

52 

Randall's  Food  Markets 

184 

HB  Zachry 

333     . 

1 
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After  all  the  hoopla  and  hurrahs, 
America  still  needs  a  new  policy 
to  cut  dependence  on  foreign  oil. 


Vow  that  the  election 
is  over,  we  need  a  new 
ational  energy  policy  to 
Qcourage  the  development 
f  proven  alternatives  to 
jreign  oil,  alternatives  such 
s  nuclear  energy.  A  sudden 
il  embargo  today  would 
evastate  our  economy  and 
areaten  our  national  security. 


merica  is  using  more  and  more 
)reign  oil.  We  will  soon  be 
nporting  nearly  50  percent  of 
1  the  oil  we  use. 
We  need  a  balanced  national 
^crgy  policy  that  will  stimulate  the 
ie  of  alternatives  to  the  growing 
ireat  of  foreign  oil.  These 
ternatives  must  enable  America 
» use  energy  more  efficiently, 
ivigorate  our  economic  growth, 
ipply  our  growing  electricity 
2eds,  protect  ojir  environment, 

1988  USCEA 


and  reduce  our  dangerous  depen- 
dence on  foreign  oil. 

Nuclear  Energy  Cuts 
Oil  Imports 

Nuclear  energy  plays  a  major  role 
in  meeting  all  the  requirements  of  a 
balanced  energy  policy.  By  making 
electricity  with  nuclear  energy 
instead  of  oil,  America's  109  nuclear 
power  plants  have  already  saved 
over  3  billion  barrels  of  oil  and  over 
$100  billion  in  foreign  oil  payments. 
The  savings  will  continue  over  the 
life  of  these  plants.  And  new  nuclear 
plants  can  supply  the  electricity  our 
economy  needs  to  grow — if  we 
develop  a  new  energy  policy. 

New  Policy  Needed 

National  issues  require  a  national 
policy.  But  America's  current  energy 
policy  is  often  decided  on  a  short- 
term,  state-by-state,  case-by-case 
basis.  This  inconsistent  approach 
and  regulatory  uncertainties  at  the 


federal,  state  and  local  levels  make  it 
difficult  to  plan  and  invest  in  proven 
long-term  energy  sources.  We  must 
solve  those  problems.  Countries  like 
Japan  and  France  already  pursue  a 
long-term  national  energy  policy  of 
decreased  dependence  on  foreign 
oil  through  the  development  of 
alternatives  like  nuclear  energy. 
America  should  do  it  too. 

Now  that  the  confetti  has  been 
thrown,  the  winners  have  been 
cheered,  and  the  elections  are  over, 
it's  time  for  America  to  carry  out  a 
national  policy  that  puts  our  energy 
destiny  back  in  our  own  hands. 

For  a  free  booklet  on  energy 
independence,  write  to  the  U.S. 
Council  for  Energy  Awareness,  P.O. 
Box  66103,  Dept.  PC09, 
Washington,  DC  20035.  Please 
allow  2-3  weeks  for  delivery. 

Information  about  energy 
America  can  count  on 

U.S.  COUNCIL  FOR  ENERGY  AWARENESS 


How  to  pick  a 
when  everyone  i 


Let's  face  it.  Being  chosen  to  choose  machint_j^ 
the  office  is  not  always  an  honor.  Everybody  in  the 
has  his  own  set  of  priorities,  and  you're  elected  ref 
The  problem  is,  everyone  also  gets  to  second-gues 
referee. 

Which  means  that  when  you're  shopping  for 
typewriters,  printers,  shredders  or  facsimiles,  you  k 
arm  yourself  with  a  strategy  you  can  defend. 

So  here's  a  strategy:  Go  for  good  engineering 
up  your  AEG  Olympia  dealer  (if  you  don't  have 
number,  call  our  800  number  below)  and  ask  him 
demonstration.  He'll  show  you  the  state  of  the  art  ii 
facsimiles,  eight  printers,  thirteen  shredders,  two 
processors  or  ten  sophisticated  typewriters  with  fea 


If  ice  machine 
ie  office  is  picicy 


he  IBMs  don't  have  (which  should  not  come  as  a 
56.  We  were  making  electronic  typewriters  long 

they  were). 

D  one  can  argue  with  the  choice.  The  design 

'Chnology  of  these  machines  is  known  worldwide. 

in  our  native  Germany  where  technology  is  almost 
!  religion,  AEG  Olympia  is  number  one  in  business 

•IBS. 

every  category  they  offer  a  range  of  features  few 
brands  can  match.  Yet  they're  so  well  made,  so 
yo  use  and  give  you  so  much  value  for  the  money 
i])ney-minder  in  the  store  will  think  there's  a  sale  on. 
|)  if  you're  chosen  to  be  the  chooser  in  your  office, 
'panic.  Call  us  at  1-800-999-6872  for  the  name  of 


your  nearest  dealer.  Or  write  to  AEG  Olympia 
Incorporated,  3140  Route  22,  Box  22,  Somerville,  NJ 
08876-0022.  We'll  give  you  a  machine  even  the 
nitpickers  can't  pick  on  you  for. 

Where  technology  counts, 
business  counts  on  us. 


AEG 

OLYMPIA 


The  Money  Men 


Kent  Simons  has  a  simple  formula-.  Buy 
stocks  that  have  nowhere  to  go  but  up. 

Disregarding 

his  daughter's 

sensible  advice 


By  Laura  R.  Walbert 


ONEY  MANAGER  Kcilt  SimonS 

took  his  21 -year-old  daughter 
shopping  one  day  in  Octo- 
ber. "1  walk  into  the  store  and  the  first 
sign  1  see  is  '20%  off  all  Reeboks,'  " 
says  Simons.  He  suggests  his  daughter 
try  Reeboks.  To  humor  her  father,  she 
tries  them,  but  buys  Nikes  instead. 


Simons:  "I  just  bought  a  couple 
hundred  thousand  shares  of  Reebok 
stock." 

Daughter:  "Why  did  you  do  that? 
You  should  buy  Nike." 

Simons:  "Weil,  Reebok  is  at  10, 
down  from  25.  Nike  is  30,  up  from  7." 

The  stock  market  was  reflecting 
the  fact  that  Reebok  was  having  to 
slash  prices  to  move  merchandise — 


but  it  was  overreflecting  that  fac 
Since  Simons'  move,  Reebok  shar 
are  up  20%  to  Nike's  10%. 

Simons  is  used  to  feeling  out  of 
mainstream.  That's  the  way  he  ai 
his  new  partner,  Lawrence  Marx,  n 
$560  million  in  assets  for  New  Yo 
City-based  Neuberger  &.  Bermar 
Guardian  Mutual  Fund,  plus  anoth 
$600  million  in  pension  money, 
mons  and  Marx  hunt  stocks  that  ; 
selling  near  the  bottom  of  their  hist 
ic  P/E  range,  relative  to  the  market 

Food  stocks,  for  instance,  are  tr; 
ing  at  the  upper  end  of  their  rar. 
(120%  of  the  market's  P/E).  By  wa 
ing  until  they  are  at  85%,  says 
mons,  he  won't  suffer  if  there's  mi 
bad  news,  yet  good  news  could  p 
vide  a  pleasant  boost.  Says  Simons, 
like  to  buy  stocks  that  act  like  dca 
We're  trying  to  take  advantage 
what  we  think  are  overreactions 
the  part  of  the  market." 

The    market's    past    overreactn 
have  given  Simons,  53,  an  envia| 
record.  Guardian  Mutual  has  avera; 
18.5%  a  year  over  the  past  three 
ket  cycles  (February  1978  to  Sept 
ber  1988),  against  the  market's  16 
That  gives  the  fund  a  Forbes  grad 


WHEN  COMPROMISE  IS  OUT  OF  THE  QUESTION 


For  ilu-  ii.imc  t)l  the  Peteriiilt  dealer  neare.si  vou  tall:  1  800  ■447- 4700 


A  DIVISION  of 
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Does  the  paperless  office  have  any  limits? 


The  electronic  technology  behind 
the  paperless  office  seems  to  make 
its  future  possibilities  almost  limit- 
less. Today,  however,  electronic  tech- 
nology is  generating  more  paper 
than  ever  before.  And  the  task  is  to 
manage  business  information  with 
maximum  efficiency  and  cost- 
effectiveness. 

Helping  business  do  this  has  been 
a  Moore  mission  for  over  100  years. 
As  the  world's  leading  designer  and 
manufacturer  of  business  forms  and 
systems,  Moore  is  uniquely  (|ualified 
to  become  your  partner  in  business 
information  management. 

We  already  have  successful  part- 
nering relationships  with  some  of 

® 


©1988  Moore 


the  world's  largest,  most  successful 
companies.  We  bring  to  these  part- 
nerships quality  products,  a  high 
level  of  service  and  advanced  infor- 
mation technology. 

As  your  partner,  Moore  can  help 
your  company  reduce  costs  by 
increasing  productivity  without 
additional  people  or  capital  invest- 
ment. And  you  can  concentrate  your 
time  and  resources  fully  on  manag- 
ing your  own  business. 

As  long  as  your  business  depends 
on  information,  you  can  depend  on 
Moore  to  help  you  manage  it— with 
paper,  with  electronic  technology 
and  with  unlimited  imagination.  Call 
Moore  at  1-800-447-3000,  ext.  7200. 


BUSINESS  FORMS 

&  SYSTEMS  DIVISION 

1205  Milwaukee  Avenue 
Gleiiview,  IL  6002.5 
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"We've  got  over  200,000  customers  who  don't  \i 


Our  AFCO  Crtxiit  Corp.  subsidiary  pioneered  and  became  the  insi 
industry  leader  in  premium  tinancing.Through  flexible,  specially  tail 
financing  plans,  AFCO  allows  insureds  to  afford  the  insurance  they 
when  they  need  it. 


ir  premiums  on  time/ 


i»^^ 


"That's  leadership." 
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®  1988,The  Continental  Corporation 
180  Maiden  Lane,  New  York,  NY  10038 


k1-ontinental,  we're  focusing  on  excellence  in  products  and  service  to 
ire  solid,  profitable  growth.  In  areas  like  premium  financing.  Ocean      ^ 
:land  marine  insurance.  Workers'  compensation.  In  selected  markets 
T-iationai  brokers.Through  our  independent  Circle  Agents. 


,  Continental 
Insurance 

Focusing  on  what  we  do  best. 


■>  .> 


> 


Machining 
tiie  Macifiines 


Building  a  machine  as  sophisticated  as  a  Pratt  &  Whitney  jet  aircraft 
engine  requires  equally  sophisticated  machining. 

Pratt  &  Whitney  relies  on  Fansteel-VR/Wesson-Plantsville  to  supply 

the  close  tolerance  cutting  edge  for  many  of  its  most  sophisticated, 

proprietary  machine  tools.  That's  because  Fansteel-VR/Wesson- 

Plantsville  has  earned  the  reputation  for  being  the  "versatile" 

^  supplier  of  both  standard  and  special  tooling  packages. 

VR/Wesson  toolholders,  milling  cutters,  rotary  tooling,  special  form 
carbide  Inserts  and  special  form  grinding  tools,  supported  by  a  state- 
of-the-art  machine  shop,  are  all  designed  to  meet  the  most 
demanding  tooling  needs  of  virtually  any  customer. 

Machining  the  machines  . . . 


just  one  more  reason  it  will  pay  you  to  know  more  about  us. 


^ansted 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aJi^praU^aerospace,  metalwoi1(ing,  energy  and  chemical  industries. 


FANSTEm  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


in  both  up  and  down  markets. 

Simons  says  the  market  is  overre- 

cting  to  the  prospect  of  weakness  in 

le  cable  tv  equipment  market  in 

ricing  General  Instrument  at  only  9 

.mes  earnings.  He  likes  Baxter  Inter- 

ational,  whose  P/E  of  14  is  low  for 

lis  medical  products  supplier. 

Another   current    Simons   favorite 

nd    market    unfavorite    is    Digital 

quipment.  "DEC  is  at  the  biggest 

iscount  to  market  that  it's  been  at 

)r  as  far  back  as  we  can  find  the 

umbers,"  says  Simons.  The  stock 

'as  recently  at  90  (off  from  a  1987 

igh  near  200),  giving  it  a  P/E  of  10. 

DEC  is  down  because  Wall  Street  is 

worried  that  expenses,  especially  for 

^search,  are  growing  faster  than  reve- 

ues.  Says  Simons:  "DEC  is  not  terri- 

ly  concerned  with  how  the  next  few 

uarters  look.  They  are  managing  for 

le  long  term."  As  technology  stocks 

ave  taken  a  recent  pounding,  Simons 

as  also  picked  up  Perkin-Elmer,  Mo- 

)rola,  Tandy  and  Varian  Associates. 

Wall  Street's  takeover  games  create 

pportunities,    too.    Simons   usually 

nds    himself    buying    second-    and 

lird-tier  stocks.  But  he  has  been  buy- 

ig  some  first-tier  companies  lately, 

lose  the  market  sees  as  too  big  to  be 

iken  over:   American  International 

roup,  McDonald's  and  AT&T. 

What  about  market  timing?  Simons 

amed  the  hard  way  not  to  attempt 

After  Reagan's  landslide  in  1984, 

mons  became  worried  about  the  na- 

onal  debt.  In  1985,  as  the  market 

imbed  more  than  30%,  Simons  sat 

ith  40%    of   Guardian   Mutual  in 

,sh.   He  was  underperforming   the 

arket.  Neuberger  &  Berman  founder 

id  chairman  Roy  Neuberger,  now 

I,  came  to  Simons'  office  and  closed 

e  door.  "I  think  you  are  right,"  Neu- 

;rger  said,    "but   you   don't   know 

hen."  Simons  got  the  message:  Be- 

g  right  too  early  is  being  wrong 

hen  it  comes  to  managing  money.  "I 

id  taken  the  money  out  when  the 

3W  was  around  1300,  and  I  had  to 

It  It  back  at  around  1600,"  says  Si- 

ons.  "It  dissolves  your  ego." 

Heading    into    the    October    1987 

ash,  Simons  was  almost  fully  in- 

sted,  but  Guardian  wasn't  as  hard 

t  as  some  funds  because  its  big  posi- 

)n  in  utilities  provided  a  cushion. 

terwards,  Simons  went  on  a  shop- 

-ig  spree  for  retailer  stocks,  includ- 

i  K  mart,  f.C.  Penney,  Federated 

;partment  Stores,  Dayton  Hudson 

d  Zayre,  until  retailers  made  up 

%  of  the  fund.  Dayton  Hudson, 

iich  usually  trades  with  a  P/E  be- 

een  9  and  15  (on  forward  earnings), 

is  down  below  8.  "You  had  to  go 

ck  to  1981  to  find  a  lower  multiple 
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Neubergei'  &  Bennan  s  Kent  SiniO)is 

"I  like  to  buy  stocks  that  act  like  death. 


on  Dayton,"  says  Simons.  And  K  mart 
was  at  a  P/E  of  6,  off  from  15  times  the 
month  before. 

"The  crash,  of  course,  meant  there 
would  never  be  another  Christmas.  It 
was  over  for  retailers,"  says  Simons. 
He  adds,  "My  thinking  was,  if  retail 
sales  were  slow,  would  that  be  a  sur- 
prise? But  suppose  business  got  better 
and  the  earnings  came  through  okay? 
That  would  be  a  pleasant  surprise  not 
in  the  price  of  the  stocks."  That's 
what's  called  contrary  thinking.  The 
bet  paid  off.  K  mart  and  Dayton  Hud- 
son are  both  up  50%. 

Simons  made  a  bet  this  summer  on 
drug  stocks  when  Johnson  &.  Johnson 


and  Bristol-Myers  broke  through  the 
bottom  of  their  normal  range  of  rela- 
tive P/Es.  Simons  also  bought  Squibb, 
Glaxo  and  Pfizer. 

Simons  remembers  returning  home 
and  telling  his  wife  he  had  just  put 
12.5%  of  the  assets  he  manages  into 
drug  stocks.  That  night,  a  television 
business  show  guest  was  asked  which 
sector  of  stocks  he  would  short.  His 
answer:  "Drugs.  They're  finished." 
Says  Simons,  "My  wife  said  to  me, 
'Nice  going,  ace.'  " 

The  stocks  have  climbed  back  into 
their  normal  ranges.  Says  Simons, 
"My  only  mistake  was  not  buying 
them  all."  ■ 
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A  GUIDE    FOR  THE 
CORPORATE   MEETIN« 

PLANNER 


BY  LAURIE  MEISLER 


It  seems  a  formidable — and  a  not  par- 
ticularly appealing — task:  organizing 
an  imponant  business  meeting.  But 
sooner  or  later,  many  busy  executives  sud- 
denly find  themselves  charged  with  the 
responsibility'.  And  a  majority-  of  them 
haven't  a  clue  where  to  begin. 

Take  Roger  Buelow,  vice  president  of 
vendor  leasing  for  Associates  Commercial 
Corp.  ^X'hen  first  asked  to  set  up  a  rwo-day 
training  session  for  fifteen  employees,  he 
was  apprehensive.  "I  was  simply  not  fa- 
miliar with  having  to  look  for  a  hotel,  sizing 
up  facilities  and  comparing  prices,"  he 
recalls.  "How  do  you  get  the  people  from 
the  airport  to  the  hotel  and  how  do  you 
check  em  in  and  check  em  out?  How  do 
you  order  a  dinner  for  fifteen  people? 
What  do  you  do  if  the  thermostat  is  set 
wrong?" 

Fortunately,  Buelow  found  help.  It 
came  in  the  form  of  Suzanne  Carney,  sales 
manager  of  Radisson  Suite  Hotel-O'Hare 
Airport,  who  took  him  through  the  meeting 
paces.  Now,  barely  two  years  later,  Bue- 
low has  arranged  eight  successful  meetings 
for  his  company.  He  has  discovered  a 
basic  tenet  in  the  world  of  planning  meet- 
ings: Assistance  is  available.  Tliere  are 
professional  meeting  planners  who  will 
manage  the  entire  meeting,  from  concept 
to  completion,  or  oversee  any  particular 
area  of  the  project.  There  are  people  who 
can  do  at  least  some  (.)f  the  leguork  at  hotels, 
Convention  and  Visitors  Bureaus,  and 
Chambers  of  Commerce.  Printed  material 
on  how  to  put  together  a  meeting  is  abun- 
dant, as  are  meeting-planning  seminars  (see 
box,  page  7).  Valuable  insights  often 
come  from  fellow  executi\es  who  have  ar- 
ranged meetings — and  managed  to 
emerge  unscathed. 

SETTING  OBJf  C?*VES 

Behind  even'  successful  meeting  is  a  well- 
thought-out  meeting  profile.  Marriott's  Ex- 
ecutive Guide  to  Plainiiiu^,  Mwirigi  pro- 
vides half-a-dozen  suggest/       learh  de- 
fining the  purpose  of  the  mc<..  ' 
ideniif\ingtheexpectation.s  ail        -.us  of 
attendees;  developing  an  appropriate 
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and  before  we  adjourn,  I  want  to  thank  Throckmorton  here,  for 
organizing  the  best  meeting  XYZ  has  ever  had. 


theme;  drafting  a  rough  meeting  schedule 
and  selecting  dates;  determining  a  realis- 
tic price  range;  and  selecting  a  locale  de- 
signed to  suppon  objectives.  None  of 
these  steps  should  be  shonchanged. 

In  setting  objectives,  for  example,  it's 
imponant  to  ascertain  just  what  \'ou  want 
attendees  to  come  awa\'  with.  But  there  is 
also  a  bidden  agenda,  observes  Joan  Eisen- 
stodt,  an  independent  meeting  planner 
who  heads  her  own  Washington,  DC-based 
firm.  The  sales  organization  may  be  hav- 
ing a  meeting  to  introduce  a  new  product  to 
tlie  .salespeople,  but  the  hidden  agenda, 
says  Eisenstodt,  ma\'  be  to  make  st;iffers  feel 
good  about  their  companv'.  That  aim  needs 
to  be  identified.  Yet  flexibility'  is  essential. 
Don'i  .stick  to  one  objective  or  select  a 
narrow  theme — through  careful  planning, 
>'ou  can  reach  several  goals  at  once. 

Moreover,  be  certain  to  match  the  logis- 
tics to  what  is  to  be  achieved.  Where  most 


companies    fail    is    by    not    deten 
whether  they  can  meet  their  goals 
rooms  that  are  available,  says  Barbar; 
ols,  partner  in  the  Woodbury,  N.J 
Talley  Management  Group,  which  pr 
management  services.  Is  eye-to-e\  e  i 
important?  Is  maximum  producnxn 
Is  audio/visual  equipment  necessai 
sessions  that  do  not  require  extensi\ 
taking,  there  is  the  "theater"  setup 
attendees  sit  in  rows  of  chairs  taci 
speaker.  If  attendees  need  to  takti 
and  spread  out  materials,  think  abd 
"classroom, "  with  rows  of  rectangiir 
bles  facing  the  speaker.  Then  the' 
"conference"  rooms,  appropriate  I 
cussions  and  note-taking  sessions  at 
than  25  people,  and  "rounds  and  ■■ 
which  are  generally  used  for  me: 
sessions  involving  group  discussion  C 
sider  how  you  want  the  meeting  r(  r. 
be  set  up  before  vou  look  for  a  sitt ; 


ANOTHER  FAST  SERVICE  FROM 
THE  EMPLOYEE-OWNERS*OF  AVIS,  INC. 


Run 


Avis  Roving  Rapid  Return  is  easy.  It 
takes  only  seconds.  And  you  won't 
have  to  go  to  the  rental  counter. 

As  soon  as  you  pull  in,  an  Avis 
representative  comes  over  to  your 
car,  enters  the  vehicle  number, 
mileage  and  fuel  level  into  a  hand- 
held computer  linked  to  the 
Wizard  111  computer  system. 
Seconds  later,  it 
prints  out  a  written 
receipt  of  your  rental 
expenses,  and  you're 
on  your  way  It's  that 
simple.  And  it's  avail- 
able at  many  U.S. 
locations  for  charge 
card  customers 
whose  rental  charges  do  not  need 
modification. 

Since  the  employees  took  over 
Avis,  Inc.  one  year  ago,  we've  been 
trying  harder  than  ever  to  give 
you  low  SuperValue  Rates  and  great 
service,  like  making  it  faster  and 
easier  to  return  your  car 
Next  time,  get  your  receipt  and  run. 


AVIS 


We're  trying  harder  than  ever." 


Avis  features  GM  cars 
:  Buick  Regal. 


'  >lojees  at  all  corporate  locations 


1988  Wizard  Co.  I  nc 
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Airport  meetings  are  just  one  call  away 

1-800-USA-MEET 

When  your  schedule  is  rushed.  When  you've  run  out 
of  time  to  arrange  a  meeting.  Relax.  Help  is  just  a  phone 
call  away. 

Our  Stouffer  Concourse  Hotels  Meeting  Express 
professional  will  take  care  of  all  the  details.  No  matter 
what  type  of  meeting  you're  planning.  No  matter 
what  size.  No  matter  the  deadline. 

Stouffer  Concourse  Hotels  provide  a  full  array  of 
quality  banquet  and  meeting  facilities.  At  hotels  con- 
veniently located  at  the  airport. 

Stouffer  Concourse  Hotels  are  at  these  locations. 


A  Nestle  Company 


A 


Nichols.  The  environment  may  seem  suit- 
able, she  says,  but  the  meeting  rooms  may 
be  too  stuffy  and  hot.  They  may  be  large 
enough  for  audio/visual  equipment,  but 
have  lights  that  are  difficult  to  control. 

THE  BUDGET 

Preparing  a  budget  is,  of  course,  no  small 
feat.  Sheraton  Corp.  advises  planners  to 
take  all  expenses  into  consideration  when 
estimating  meeting  costs:  taxes;  tips  and 
gratuities;  support  materials;  printing;  post- 
age; signs;  name  tags/badges;  sleeping 
rooms;  meeting-room  charges;  food  and 
beverage;  audio/visual;  labor;  supplies; 
telephone;  speaker  fees;  and  ground  trans- 
portation. Again,  it's  important  to  recog- 
nize that  revisions  may  become  necessary. 
Keep  in  mind  that  taxes  and  gratuities  for 
meals  can  add  more  than  25%  to  the  food 
bill.  Union  regulations  may  impact  labor 
costs.  Sheraton  recommends  planning  for 
the  unexpected  by  allocating  5%  to  10%  of 
the  total  budget  to  a  contingent'  fund. 


A  GUIDE  FOR  THE 
^RPORATE  MEETING 
PLANNER 


CHOOSING  A  SITE 

It's  a  given:  A  meeting  environment  should 
reinforce  the  purpose  of  the  gathering. 
Selecting  a  frivolous  environment  for  a 
serious  meeting  can  be  disastrous.  But  de- 
ciding exacth  where  to  hold  a  meeting,  be 
it  serious  or  otherwise,  is  a  formidable  task. 
Narrow  the  list  by  reflecting  on  \'our  objec- 
tives. Want  to  entenain  attendees?  Aiming 
for  more  work  than  pla\?  Want  to  get  in  and 
out  quickly?  Think,  too,  about  your  corpo- 
rate culture.  'Companies  have  their  own 
st>les,"  obser\'es  planner  Eisenstodt. 
"Some  hold  sales  meetings  in  resorts  be- 
cause they  want  their  people  to  let  loose  so 
they  will  get  to  know  each  other.  Others 
are  much  more  comfortable  in  an  environ- 
ment that  says  'business  as  usual '. " 

If  you've  settled  on  a  specific  hotel 
chain,  you  can  use  their  regional  offices  or 
sales  centers  or  call  a  specific  hotel  direc- 
tor. An  nher  resource  found  in  most  cities  is 
the  Ci'iiveniion  and  Visitors  Bureau, 
which  V  an  supply  names  of  hotels  and  con- 
vention i  1  iluies,  .suggest  suppliers  for 
outside  seiA  ices  and  even  provide  registra- 
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tion  and  information  assistance.  But  here, 
in  a  nutshell,  are  some  of  your  options: 

RISORTSarea  smart  choice  for  plan- 
ners who  want  to  keep  their  people  togeth- 
er. Resorts  offer  entenainment,  recrea- 
tion and  meeting  facilities  on  the  premises, 
so  attendees  aren't  likely  to  stray. 

AIRPORT  HOTELS  spare  attendees 
the  time  and  expense  of  tracking  dc^wn  air- 
pon  limos,  taxis  or  rental  cars — not  to 
mention  the  stress  of  driving  through  cit)' 
traffic.  They  also  are  useful  for  meetings 
to  which  attendees  will  be  driving,  because 
they  are  located  near  major  highways. 
Opting  for  an  airport  hotel  can  turn  a  two- 
night  stay-over  into  a  one-nigiiter.  In  addi- 
tion, many  airports  are  adding  amenities — 
they  are  not  just  for  stranded  business 
people  any  more. 

DOWNTOWN  HOTELS  give  the  feel- 
ing of  business  as  usual  and  are  particularly 
suitable  for  meetmgs  that  are  large  or  that 
require  many  break-out  rooms.  In  fact,  if  the 

meeting  is  held  in  a  large  cin .  attendees 
might  be  disappointed  if  the\'  onhget  to  see 
the  airport.  Take  The  Mayflower,  a 
Stouffer  Hotel  located  in  Washington, 
DC. — only  four  blocks  from  the  White 
House,  it  boasts  eighteen  meeting  rooms  on 
three  levels. 

cmes? 


OTHER  POSSIBILITIES: 

COLLEGES  AND  UNIVERSITIES. 

Many  have  good  meeting  fiacilities  and  can 
offer  sleeping  accommodations  when 
school  is  not  in  session. 

•EREN' c  CtNTtRS.The.se  are 
dedicated  meeting  facilities  with  state-of- 
'he-art  equipment,  gocxl  for  intensive 

lining  sessions  or  for  smaller  meetings 
:!iai  require  break-out  .sessions. 


CONVENTION  CENTERS.  Best  for 
large  meetings,  trade  shows  and  exhibit 
Usually  near  a  number  of  hotels. 

SUBURBAN  HOTELS.  Located  out 
side  the  city  itself,  they  are  generally  defii 
as  hotels  with  more  land  and  more  park 
ing  than  resort  properties. 

Before  you  finalize  your  decision,  it's 
good  idea  to  visit  the  proposed  meeting 
facility  to  assess  its  condition,  the  trans- 
poaation  that  is  available,  the  quality  off 
vice  and  the  local  attractions.  Robert 
McNeill,  manager  of  shows  and  exhibits 
Nissan  Corp.,  which  puts  on  about  50 
shows  a  year,  goes  so  far  as  to  carefully 
inspect  the  rooms.  "I  sit  on  the  bed  to 
make  sure  the  mattresses  are  not  broke 
down  and  turn  on  the  television  set  to 
make  sure  that  it  is  not  on  the  fifth  year 
five-year  lease, "'  he  discloses.  "I  look  at 
the  wallpaper,  the  carpeting,  the  bathro 
and  the  closets,  and  turn  on  the  air  con 
tioner  to  make  sure  it  doesn't  make  a  t( 
ble  noise."  While  references  from  othe 
meeting  planners  who  have  held  gather 
of  similar  size  and  scope  are  helpful, 
McNeill  underscores  the  importance  of] 
checks.  "Other  planners  don't  knoww| 
you  are  looking  for, "  he  explains. 

NEGOTIATING 


VClien  you  are  ready  to  book  your  hoti 
there  is  often  room  for  negotiation  onj 
sleeping-room  rates  and  meeting-rooi 
charges,  depending  on  a  host  of  faaoi 
time  of  year;  the  days  of  the  week;  the 
hotel's  occupancN'  rate;  the  size  of  \ou 
group;  how  much  meeting  space  \ou' 
need;  and  the  number  of  food  functioj 
Moreover,  man\-  hotels  provide  a  coi 
mentarv'  room  at  the  rate  of  one  for  ev< 
or  1 00  rooms  used. 

To  save  money,  be  flexible.  For  in 
stance,  Radisson's  Carney  points  out  t 
Monday  and  Tuesday  arrivals  are  ven 
common  in  corporate  hotels.  "If  a  gn 
will  consider  moving  back  to  a  Sunda 
arrival, "  she  says,  "that  can  make  a  dif 
ence  of  $10  to  $20  a  room,  maybe  mc 
In  addition,  nearly  all  re.sorts  and  hot' 
have  a  value  season  when  rates  dedir 
Since  there  are  re.sons  in  nearly  all  p 
the  country,  it  is  always  value  season 
somewhere. 

-TAPE? 


/e  can  handle  even  your  most 
intricate  group  travel  plans. 


One  call.  That's  all  it  takes. 
With  one  call  you  can  have 
at  your  disposal  the  greatest 
number  of  international  and 
domestic  flights  of  any  single 
airline  meeting  planning 
unit.  Because  when 
you  call  Continental's 
Telemeeting  Department 
you're  calling  on  the 
global  resources  of  one  of 
the  most  extensive  route 
systems  in  the  world. 
Our  corporate  travel  staff  of 
70  professionals  can  handle 
all  your  transportation 
needs  from  Papeete  to 
Paris.  Maybe  that's  why 
thousands  of  U.S. 
corporations  give  us  a  call 
every  year  for  their  group 
travel  needs. 

Call  your  travel  agent, 
your  incentive  travel 
company,  or  us  at 
1-800-522-8662. 

Or  call 
your  local 
Continental  sales 
office.  And  we'll  get  the 
wheels  turning  for  you. 
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Flexibility  of  dates  can  pay  off  in  trans- 
portation as  well.  Josanne  Swain,  manager 
of  sales  product  development  for  TWA, 
urges  planners  not  to  lock  themselves  into  a 
specific  date  until  they've  talked  with  the 
airlines.  "Narrow  it  down  to  a  few  days,"  she 
suggests.  "It's  difficult  to  block  40  to  50 
seats  at  a  discounted  fare  on  a  heavily  traf- 
ficked day,  but  if  it's  a  day  in  which  flights 
are  less  full,  we  can  give  planners  a  good 
deal."  Also,  remember  diat  meeting  mate- 
rials need  to  go  air  freight,  says  Joanne  Cole- 
man, director,  group -sales,  of  Continental 
Airlines,  and  that  the  arrangements  need  to 
be  made  in  advance.  "It  can  happen  the 
same  day,"  she  noies,  "but  it  generally 
doesn't  happen  well." 

There  are  siill  other  issues  that  need  to 
be  addressed  when  you  negotiate.  For  ex- 
ample, approximately  how  many  people 
are  expected?  "You  don't  want  25  people  in 
a  room  for  100,"  says  Roben  Nance,  direc- 
tor of  advertising  for  Stouffer.  "Convensely, 
if  60  people  show  up  when  there  is  room 
for  only  50,  what  do  you  do?" 


AGyiDE  FOR  THE 

CORPORATE  MEETING 

PLANNER 


Is  everyone  on  their  own  for  meals  or 
will  there  be  a  hosted  breakfast,  lunch,  re- 
ception or  dinner?  An  exact  menu  isn't 
necessary-  when  \'ou  book  a  hotel,  but  the 
food  and  beverage  people  should  be 
alerted. 

How  many  guest  rooms  do  you  need? 
How  will  reservations  be  made,  by  individ- 
ual requests,  reser\'ation  cards  or  room- 
ing lists?  Who  will  be  paying? 

What  special  requirements  do  you 
have?  Do  you  need  extra  space  in  the  meet- 
ing room  for  a  rear-screen  projector?  Will 
you  need  additional  electrical  power  for 
computers? 


HOW  TO  GET  HELP 

Charged  with  the  task  of  setting  up  an 
imponant  meeting?  Worried  you'll 
overkx)k  an  important  detail?  For- 
tunately, a  number  of  companies  offer  valu- 
able services  to  take  the  worry  out  of 
planning  meetings.  Here's  a  sampling: 

in  conjunction  with  Sheraton 
Hotels  and  American  Airlines,  now  offers 
one-stop-shopping  for  meeting  planners. 
With  one  telephone  c-all,  planners  can  ar- 
range for  hotel,  air  transponation  and  car 
rental.  Avis  also  offers  customized  car-rental 
rates  for  meetings  as  well  as  a  special  site- 
seleaion  rate  for  planners  who  want  to  in- 
spect a  propert>'.  Get  further  information 
by  calling  (800)  331-1600. 

CONTINtNTAL  AIRLINRS 

has  an  800  number  for  planners  who 
need  ttiget  information  about  the  corporate 
meeting,  incentive  travel  and  convention 
travel  services  offered  b\  the  airlines.  De- 
scriptive material  is  also  available.  Call 
(800)322-8662. 

MAimiOfl  CORP.'t  Executive 
Meeting  Manager  program  enables  plan 
ners  to  book  last  minute  meetings  involv- 
ing 30  guest  rooms  or  le.ss  with  one  phone 
call:  (800')  831-4004.  Moreover,  Marriott's 
Executitv  Guitle  to  Pla?ining  Meetings  is  a 
compact  guidebook  designed  esjiecially 
for  the  busy  executive.  It  contains 
"dos  and  don'ts"  on  a  ho.st  of  relev;ii-it 


meeting  subjects.  Get  a  cop\'  b\'  calling 
(800)  228-9290. 

SHERATON  CORF.,  in  conjunc- 
tion with  The  Professional  Convention 
Management  Association,  has  launched  a 
nationwide  series  of  educational  work- 
shops for  meeting  planners,  which  are 
particularly  suitable  to  the  novice.  Get  the 
details  by  calling  Adrienne  Davis  at  (617) 
367-5487.  To  secure  a  copy  oi Sheraton 
Meeting  and  Conference  Worktxxjk,  a  70- 
page  hands-on  guide  to  planning  a  meeting, 
complete  with  checklists,  worksheets  and 
a  simplified  hotel  facilities  guide,  call  (8(X)) 
323-1847  or,  in  Massachusetts,  (800)  322- 
2349. 

fTOUPFIR  HOTELS'  "Meeting Ex- 
press "  is  designed  for  last-minute  meetings 
of  30  or  less.  It  is  one  stop  shopping — call 
an  800  number,  explain  when,  where  and 
what  you'll  need  for  \our  meeting,  and 
within  24  hours  there  will  be  a  contract 
ready  to  sign.  For  larger  meetings  with 
more  lead  time,  Stouffer  HoteLs  Meeting 
Planner  Guide  gives  detailed  information 
alxiut  a  number  of  Stouffer  facilities 
throughout  the  U.S.  Access  by  calling 
(800)  USA-MEET. 

Guide  To  More  Manageable 
Meetings,  which  describes  the  airlines'  spe- 
cial low  fares,  cargo  discounts  and  meet- 
ing I  e.servation  ser\  ices,  among  other  offer- 
ings, is  particularK  helpful  to  the  novice 
meeting  planner.  To  obtain  a  copy,  call 
(800)  TWA-MEET. 


ABOUT  FOOD 

A  warning  about  menu  planning:  don't 
skimp.  Robert  McNeill  remembers  a  s 
that  Nissan  put  on  about  five  years  that 
cost  in  excess  of  $1  million.  "When  it  w; 
over  at  11  AM,  attendees,  he  recounts, 
wanted  to  know  what  was  for  lunch.  (1 
had  already  received  a  continental  bre 
fast.)  "They  felt  we  were  too  cheap  to 
them,"  he  says.  The  moral  of  the  stor 
according  to  McNeill,  is  that  a  nice  liuii 
almost  mandatory.  He  prefers  a  buffet 
turing  soup,  three  or  four  meats,  thret 
more  different  kinds  of  salad,  fruit  an< 
dessert  tray.  "When  they  walk  out  of  a 
ing,"  he  sums  up,  "the  last  thing  they 
is  to  be  is  hungry." 

But  at  the  same  time,  Talley's  Nicho 
warns  against  overfeeding  attendees  di 
a  lunch  break — unless  you  want  to  pu 
tliem  to  sleep  for  the  rest  of  the  aftecn 
In  keeping  with  Americans'  new  heall 
consciousness,  she  recommends  "ma 
an  impressive,  but  heart-healthy  and 
tritious  statement. "  She  points  out  that 
and  more  hotels  are  willing  to  work 
planners  to  ensure  that  food  is  bountif 
not  overwhelming. 

SIGNING  ON  THE 
DOTTED  LINE 

Hotels  require  that  you  sign  a  conC 
should  confirm  all  the  arrangements^ 
have  been  discussed  and  clearly  state 
penalties  for  cancellation.  Be  aware  ( 
posit  requirements  and  add  protectic 
for  your  organization  in  case  of  cons 
tion,  renovation  or  changes  in  owne 
of  the  facility.  Have  your  legal  cour 
\'iew  the  contract  before  you  sign  it.  1 
over,  Dodie  Adams,  a  corporate  meej 
planner  for  U.S.  West,  advises  planne 
review  the  contract  point  by  point  ^ 
hotel  representative.  "When  you  rea(j 
contract,  \'ou  put  your  own  interpre 
on  it,"  she  relates.  "You  can  come  < 
with  something  entirely  different  t 
the  hotel  intended." 

Putting  together  a  corporate  me 
difficult,  to  be  sure,  but  it  can  providtl 
sease  of  accomplishment.  "It's  like  til 
tre, "  notes  professional  planner  Eisel 
You  start  with  a  concept  of  what  yoi] 
it  to  be.  You  have  the  planning,  the  rej 
al,  the  opening  and  the  closing."  Antl 
a  lot  of  preparation  and  a  little  luck,  | 
show  will  get  rave  reviews.  ■ 

Ijurie  Meisler  is  a  New  York-based] 
freelance  writer. 

Designed  hy  Noteinher  and  Lam\ 
Inc.  Drawings  by  Deb  Polston. 
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PCOMING  COMPLETEST  POOP 
DMPRESSIONWISE  STOP 

'%at  does  that  mean?  Read  on. 

Just  the  bare 
facts,  please 


By  William  Baldwin 


^\  ONGRATULATioNS    story    con- 
•  tract   unterminated  upfollow 
^  fullest  speediliest." 
n  Evelyn  Waugh's  hilarious  novel 
op,  the  above  is  a  cable  message 
It  by  a  London  new^spaper  to  its 
respondent  in  darkest  Africa.  Gib- 
ish?  Not  to  a  newsman  of  that  day. 
e  meaning  vs^as  clear:  You  did  a 
at  story  so  w^e  have  decided  Jiot  to 
:  you  after  all;  send  us  more  stories 
the  local  revolution  right  av^ay  and 
I't  spare  the  details, 
^"he  newspaper  used  this  jargon  for 
iimple  reason:  Cables,  which  were 
>  rged  by  the  word,  were  expensive; 
!  oumalists  evolved  a  form  of  com- 
Jssion,  comprehensible  only  to  the 
ie,  that  would  squeeze  a  long  mes- 
2  into  a  few  words.  In  communi- 
ng with  its  man  in  Africa,   the 
sr  made  7  words  do  the  work  of  30. 
i  that,  in  a  technologically  more 

!iplex  age,  is  what  data  compres- 
1  is  all  about, 
'ata   compression    is    the    art    of 

■  eezing  a  stream  of  information 
R   into  their  most  compact  form. 

■  hout  compression,  the  facsimile 
i'iness  as  we  know  it  today  could 
t  cely  exist.  With  it,  fitting  high- 
l«  nition  tv  into  existing  broadcast 
:1  inels  is  a  distinct  possibility.  Both 
)1  hese  technologies  require  trans- 
r  ting  huge  amounts  of  information; 
''  ;(impressing  the  information  the 
ic  can  be  sent  much  more  efficient- 
y.id  cheaply. 

ompression  can  be  profitably  ap- 
'1  i  to  a  wide  spectrum  of  data:  tele- 
5lne  calls,  music,  1-2-3  spread- 
^^,  military  signals  that  must  get 


Gc«»rijia  Tech  Research  Coq) 


Photograph  after  compression 
and  decompression  at  Georgia  Tech 
Would  you  believe  10,000:1  ? 


through  enemy  jamming,  mug  shots 
of  criminals.  A  little  company  in  up- 
state New  York  is  planning  to  com- 
press the  Bible,  unabridged,  into  a 
palm-size  device  that  would  also  act 
as  a  concordance  (see  box). 

How  much  can  a  file  be  compacted 
without  losing  its  meaning?  That  de- 
pends on  how  much  hot  air  is  in  it. 
Waugh's  fictitious  newspaper  elimi- 
nated 75%  of  the  verbiage  from  its 
message;  today's  devices  can  do  much 
better  than  that.  The  current  crop  of 
fax  machines  can  compress  about  7 
bits  of  data  into  1.  Thanks  to  com- 
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pression,  the  annual  volume  of  U.S.- 
originated  fax  traffic  is  currently  19 
billion  pages,  according  to  MCI  Com- 
munications. The  long-distance  bill 
for  faxing  will  be  about  S3  billion  this 
year.  If  the  same  pages  were  sent  un- 
compressed, the  page  that  now  takes 
30  seconds  would  take  3 'A  minutes. 
The  phone  bill  would  be  $20  billion — 
assuming  people  could  afford  to  send 
as  many  faxes. 

Alan  Sloan  and  Michael  Bamsley, 
math  professors  at  Georgia  Institute 
of  Technology,  have  discovered  some 
interesting  formulas  for  packing  vis- 
ual images  into  tiny  data  files.  So  en- 
thusiastic are  they  about  their  equa- 
tions that  they  have  taken  leaves  to 
pursue  their  moonlighting  full-time 
tmder  the  name  Iterated  Systems  in 
Atlanta.  They're  already  bragging 
about  10,000:1  reductions  in  image 
data,  which  would  revolutionize  tele- 
vision broadcasting  if  it  really 
worked.  It  would  be  as  if  Waugh's 
fictitious  newspaper  had  transmitted 
its  message  with  less  than  the  dot 
over  an  "i." 

Who  needs  compressors?  "Compa- 
nies that  store  checks  or  charge  slips, 
like  banks,"  Sloan  answers.  "Any- 
body who  uses  a  fax  machine.  Can 
you  imagine  being  able  to  send  60 
pages  a  minute?  The  military.  The 
Navy  may  go  to  a  paperless  ship.  It 
has  been  calculated  that  if  you  got  rid 
of  all  the  paper  on  a  destroyer  it  would 
rise  three  inches  in  the  water.  Where 
do  you  put  all  the  data?  Maybe  a  com- 
pact disc  of  the  future  can  store  giga- 
bytes of  data.  But  what  if  you  want  to 
find  one  engineering  drawing  out  of 
thousands?  If  you  have  the  data  in 
compact  form  you  can  search  it  bet- 
ter. What  if  Sears  wants  to  send  a  new 
catalog  to  your  home  electronically? 
If  it  has  pictures,  it  has  a  lot  of  data." 

Compression  has  been  around,  at 
least  in  the  theory  books,  for  half  a 
century.  But  only  in  recent  years  has 
it  attained  wide  commercial  use.  The 
reason  is  the  inevitable  trade-off  be- 
tween concision  and  complication. 
To  distill  the  essence  of  a  file  requires 
a  lot  of  computation.  The  same  com- 
putation has  to  take  place  in  reverse 
at  the  other  end,  to  restore  the  pass- 
port photo,  Lotus  file  or  whatever  to 
its  original  form.  The  oldtime  news- 
paper and  its  correspondents  could  do 
the  operation  in  their  heads;  that  is 
clearly  impossible  with  a  picture. 

Hence  the  necessity  for  inexpen- 
sive and  powerful  chips  that  can  do 
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the  necessary  computing  at  both 
ends.  Hence  the  presence  of  math- 
ematicians in  the  picture. 

Compressing  and  decompressing 
the  photo  on  page  233  took  100  hours 
on  a  workstation  before  Sloan  and 


Barnsley  discovered  theorems  that 
lead  to  a  dramatic  shortcut.  How  so? 
They  can't  talk  about  it.  These  theo- 
rems are  worth  money.  The  pair  have 
filed  a  patent  application  for  chip  cir- 
cuitry that  captures  the  formulas.  Eu- 
clid would  probably  be  appalled,  but 
today  a  mathematician  can  patent 
truth  and  get  rich  off  it. 

It  may  seem,  at  first,  that  cheaper 
electronic   parts    threaten    the    very 


compression  algorithms  they  ma 
feasible.  If  fiber-optic  lines  and  me: 
ory  chips  are  almost  being  giv 
away,  you  don't  need  to  economize 
space.  Yet  the  demand  for  compr« 
sion  has  not  abated.  M.  Robert  Aarc 
an  engineer  at  Bell  Laboratories,  sa 
there  is  a  sort  of  benign  Parkinsoi 
Law  at  work:  "Usage  expands  to 
the  available  bandwidth."  Compr 
sion  Labs,  for  instance,  a  12-year-( 


Sound  and  fury, 
signifying  not  much 

Thi.s  fatuous  communique, 
taken  from  the  Washinfiton 
Monthly's  "Memo  of  tlie 
Montli"  column,  illustrates  the 
rich  potential  of  data 
compression.  In  its  fullest 
incarnation,  the  memo  is  a 
picture.  Rendered  at  a  fine 
resolution  (200  dots  per  inch) 
it  would  take  up  494,640  bytes, 
each  byte  consisting  of  8  black 
or  white  bits.  That  is  a  costly 
amount  of  memory  or 
transmission  time.  The  memo, 
however,  can  also  be  stored  as 
a  much  smaller  text  file  (here, 
the  t  character  indicates 
carriage  return).  The  huge 
disparity  in  file  sizes  gives 
some  indication  of  how  much 
redundancy  is  built  into 
pictures,  and  why  electronic 
mail,  which  uses  text  files,  is  a 
lot  faster  than  facsimile.  Even 
the  text  file,  however,  has  a  lot 
of  redundancy  in  it.  Boiled  down 
to  its  essentials,  the  memo 
simply  answers  a  yes-or-no 
question:  Are  we  hiring?  True 
information  content:  1  bit.  A 
computer,  of  course,  could 
never  squeeze  this  memo  down 
to  its  1-bit  minimum,  but  it 
could  operate  mathematically 
on  either  the  picture  or  the 
text  file  in  a  way  to  cut  down 
the  redundancy. 
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U.S.  Department  of  Labor 


Qttice  ot  the  Assistant  Secretary 
for  Administration  and  Management 
230  South  Dearborn  Street 
Chicago,  Illinois  60604 


Reply  to  the  Attention  of  SAPS 


OASAM  NOTICE  NO.  81-59 

SUBJECT:    NOTICE  OF  ADVANCE  FILE  OPPORTUNITIES  FOR 
U.  S.  DEPARTMENT  OF  LABOR  EMPLOYEES 

DATE:   MAY  19,1981 

TO:   ALL  EMPLOYEES 


1       PURPOSE:  To  distribute  to  all  U.  S,  Department  of  Labor  employees  a  list  of 
all  entry  level  bargaining  unit  positions  that  are  to  be  filled  within  the 
Department  in  the  next  six  months. 

2.      BACKOROUUD:  To  comply  with  our  agreement  of  August  17, 1978.  with  the 
National  Council  of  Field  Labor  Locals,  we  are  to  distribute  a  list  of  all  entry 
level  positions  which  may  be  filled  within  the  next  six  months  so  that 
interested  employees  may  file  advance  applications. 


SCOPE:  Due  to  current  hiring  and  budget  restriction,  no  entry  level  posi- 
tions are  expected  to  be  filled  within  the  next  six  months. 


EXPIRATION  DATE  October  30. 1981 


ROBERT J  JUR 

Regional  Personnel  Officer 


Text:  984  bytes 


U  S  I  V-p.irtincnt  ot  Ljbor   Olticc  ol  the  Assistant  Setrctarv  tor  .administration  and 
ManaKcmcnt    2,50  South  Dearborn  Streett  Chicago,  Ilhnois  60604t  Reply  to  the  | 
Attention  ot  SAPS+  OASAM  NOTICE  NO.  81-S9t  SUB|ECT:NOTICE  OF  AD 
VANCE  FILE  OPPORTUNITIES  FOR  U  S.  DEPARTMENT  OF  LABOR  EMPLOY- 1 
EESt  DATE  MAY  19,  1 98 It  TO  ALL  EMPLOYEESt  PURPOSE  To  distribute  to  all 
U    S    Department  ot  Labor  employees  a  list  of  all  entry  level  bargaining  unit  | 

I  positions  that  are  to  be  filled  within  the  Department  in  the  next  six  months. 
BACKGROUND    To  c;)mply  with  our  agreement  ot  August  17,  1978,  with  the  | 
National  Council  ot  Field  Labor  Locals,  we  are  to  distribute  a  list  ot  all  entry  level 

I  positions  which  may  be  tilled  within  the  next  six  months  so  that  interested  I 
employees  may  file  advance  applications  t  SCOPE:  Due  to  current  hiring  and 
budget  restriction,  no  entry  level  positions  are  expected  to  be  filled  within  the  next  [ 

I  MX  months     EXPIRATION  DATE  October  30,  1981^+  ROBERT  |.  |URt  Regional 
Personnel  Otticerl 


Messa^:  1  bit 


INOT  HIRINC, 
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in  Jose,  Calif,  company,  has  dramat- 
ally  expanded  the  market  for  video- 
)nferencing  by  lowering  the  cost  of 
•nding  pictures  over  phone  lines. 
How  does  compression  work?  The 
I  leory  starts  with  the  notion  of  infor- 
l  ation  content.  The  basic  unit  of  in- 
;  rmation  is  the  bit,  which  represents 
choice  of  yes  and  no,  or  1  and  0,  or 
,  ack  and  white.  Now  most  messages 
I  ke  up  much  more  space  than  their 
formation  content.  In  typical  word 
ocessors,  for  example,  each  letter  is 
presented  by  1  byte,  or  8  bits.  But 
3rds  don't  really  convey  that  much 
w  information.  Consider  the  sen- 
ace  "Please  call  back."  In  a  word 
ocessor  it  would  take  up  128  bits  of 
jrage.  But,  in  context  at  least,  it 
nveys  only  one  bit  of  information,  a 
irk  on  a  message  pad. 
Content  must  not  be  confused  here 
th  import.  "You  could  start  a  revo- 
•.ion  with  one  bit  of  information," 
fs  Ronald  Kaplan,  a  Xerox  scientist 
Palo  Alto,  Calif.  "  'One  if  by  land, 
o  if  by  sea.'  " 

ji  1948  a  Bell  Labs  mathematician, 
aude  Shannon,  put  this  insight  into 
)re  exact  terms.  He  said  that  the 
ormation  content  of  a  datum  is  re- 
ed to  its  improbability.  If  a  fact  is 
t,  in  its  context,  surprising,  then  it 
not  informative,  even  though  it 
ly  consume  a  lot  of  space.  (In 
lUgh's  novel  the  fellow  in  Africa 
s  supposed  to  know  what  contract 
message  was  referring  to  and  what 
ry  the  paper  wanted  more  of.)  Data 
t  take  more  space  than  the  infor- 
tion  content  are,  in  the  engineer's 
rd,  redundant. 

"he  information  world  is  rich  with 
undancy.  A  wirephoto  machine 
ng  a  dark  photograph  sends  a  long 
jQg  of  black  pixels,  which  become, 
I  degree,  predictable.  A  telephone 
iversation  contains  predictably 
vy  doses  of  sounds  at  the  pitch  of 
tain  vowels.  In  an  address  file,  the 
rd.  "Avenue"  appears  over  and 
T.  A  single  article  in  Fortune  con- 
is  seven  references  to  "corporate 
ture." 

ays  Ronald  Kaplan:  "If  people  are 

ing  what  you  expect  them  to  say, 

Q  there's  no  information." 

you  can  spot  the  redundancy  in  a 

ssage  and  eliminate  it,  then  you 

send  the  message  faster.  One  way 

)  use  abbreviations  for  oft-repeated 

nks  of  the  data.  A  fax  machine,  for 

ance,  has  a  shorthand  for  a  blank 

.  It  takes  up  much  less  space  than 

1,728  bits  it  would  take  to  specify 

ipiany  white  dots. 

pimon  told  how  this  abbreviation 

Bd  work:  Each  word  should  be 

'^•'  lortional  to  it&  information  con- 


From  mackerel  to  morphology 


Two  pivotal  events  lie  behind 
Microlytics,  a  fast-growing 
Rochester,  N.Y.-area  enterprise 
that  sells  products  with  com- 
pressed word  lists.  The  first  was 
the  day  in  1975  when  Michael  Wei- 
ner,  who  had  spent  the  previous 
five  years  of  his  life  as  a  commer- 
cial fisherman,  decided  that  he'd 
had  it  trolling  for  mackerel.  Event 
two  occurred  one  Saturday  morn- 
ing in  1980,  when  Ronald  Kaplan,  a 
psycholinguist  at  Xerox,  had  a 
stroke  of  inspiration  about  certain 
universal  properties  of  language. 

Weiner  sold  his  boat  and  went 
off  to  work  at  Xerox,  eventually 
becoming  a  compensation  planner. 
How  did  a  mackerel  fisherman 
who  had  never  graduated  from  col- 
lege become  a  Xerox  executive? 
Suffice  it  to  say  that  he  is  a  very 
persistent  job  applicant,  and  a  good 
copier  salesman.  He  also  has  an 
entrepreneurial  bent.  While  hold- 
ing down  his  office  job  he  was 
grossing  as  much  as  $500  a  day 


Linguist  Ron  Kaplan  and 
entrepreneur  Mike  Weiner 
Dictionary  squeezers. 


from  some  publishing  ventures. 

Come  1984,  and  Weiner,  then 
37,  proposed  launching  a  new  com- 
pany that  would  commercialize 
some  of  Xerox'  underutilized  tech- 
nologies. Xerox  staked  Weiner  to 
$450,000  and  a  license  on  a  word 
compression  algorithm  that  Kap- 
lan and  fellow  researchers  had 
come  up  with  after  his  insight 
about  language.  They  had  created 
it  in  the  course  of  studying  artifi- 
cial intelligence,  but  the  scheme 
was  at  that  time  collecting  dust. 

Weiner's  inspiration  was  seeing 
the  commercial  potential.  Why  not 
use  the  technology  to  cram  spell- 
ing dictionaries  into  small  chips 
that  could  go  into  electronic  type- 
writers? Or  into  add-on  software 
for  word  processors?  After  initial 
successes  there,  Microlytics  de- 
signed a  hand-held  electronic 
Wordfinder,  a  $99  spelling  checker 
and  thesaurus  that  would  be  pro- 
hibitively expensive  without  its 
better  than  9:1  compression  ratio. 
Weiner  aims  to  use  the  compres- 
sion algorithm  to  put  out  a  hand- 
held electronic  Bible  and  concor- 
dance sometime  next  year. 

How  does  this  compressor  work? 
What  was  the  theorem  that  popped 
into  Kaplan's  head  in  1980?  He 
won't  say,  beyond  the  fact  that  it 
has  something  to  do  with  morphol- 
ogy— the  science  of  word  parts.  "It 
has  some  unique  properties  we 
won't  even  hint  at,"  Weiner  says. 
Unlike  most  text  compression 
schemes,  this  one  has  fairly  broad 
powers:  The  French  version,  cap- 
turing the  greater  morphological 
regularity  of  French,  will  get  a  42: 1 
compaction  of  the  words. 

whatever  it  is,  the  linguistic  dis- 
covery seems  likely  to  make  Wei- 
ner wealthy.  His  privately  owned 
firm,  of  which  he  and  Xerox  each 
own  a  little  over  a  third,  netted 
$540,000  on  sales  of  $3.85  million 
last  year,  and  expects  revenue  of 
$13  million  for  1988.— W.B. 


tent.  Frequent  words,  that  is  probable 
ones,  should  be  short.  Improbable 
words  should  be  long.  Although  they 
fall  far  short  of  the  Shannon  ideal, 
spoken  languages  do  lean  in  this  di- 
rection by  a  process  of  natural  ero- 
sion. It  is  a  reflection  of  our  preoccu- 
pation with  cars  that  the  American 
word  for  "hotel  located  on  a  motor 
route"  is  only  5  letters  long.  In  Rus- 


!! 


5ES,  DECEMBER  12,  1988 


sian,  a  motel  takes  up  34  letters.  But 
the  Russians  have  a  very  handy  word 
for  "sour  cabbage  soup"  that  is  only  2 
letters  long. 

Many  text  compression  schemes 
use  coding  methods  inspired  by  Shan- 
non's theory.  The  computer  creates 
codewords  that  will  be  only  as  long  as 
they  ought  to  be,  given  their  frequen- 
cy. Such  compression  is  good  for  files 
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IS  AS  CONCERNED 
WITH  SAFETY  AS 
THEY  ARE  WITH 
LOOKING  GOOD 
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At  Daewoo,  high  technology  is  part  of 


our  very  chemistry.  Like  the  develop- 


ment of  a  dioxin-free  germicide  for 


cosmetics  and  pharmaceuticals, 
which  has  helped  make  vanity  just  a 
little  less  dangerous.  But  chemistry 
isn't  the  only  thing  that  makes 
Daewoo  so  attractive.  The  same 
technical  talent  is  applied  to  aero- 
nautics and  automotives,  construction 
and  shipbuilding,  electronics  arid 
telecommunications.  For  informa- 
tion on  how  Daewoo's  high-tech 
expertise  could  make  your  company 
look  its  best,  call  212-909-8200. 

D/iEWOO 


THAT'S 
WHO! 


~\ 
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that  have  to  be  reproduced  with  per- 
fect accuracy  (Hke  a  bank  statement). 
But  a  lot  more  squeezing  can  be  done 
if  the  customer  won't  notice  a  Uttle 
trimming  around  the  edges. 

In  1960  AT&T  installed  one  of  the 
earliest  commercial  compressors, 
which  crammed  71  transatlantic 
phone  calls  into  a  cable  built  for  36. 
You  might  recall  the  old  farce  in 
which  a  sly  landlady  rents  the  same 
room  to  two  tenants,  one  who  works 
during  the  day,  one  at  night,  without 
telling  either  what  was  going  on. 
AT&.T  used  that  trick,  capitalizing  on 
the  hemming  and  hawing  in  conver- 
sations. Whenever  the  customer 
pauses  between  words,  the  line  is 
snatched  away  and  rented  to  someone 
else.  Neither  is  the  wiser.  Each  is 
billed  for  the  full  call. 

That  old  double  play,  conceived  in 
an  era  of  vacuum  tubes,  is  still  in  use 
on  a  handful  of  international  circuits. 
But  today's  digital  telephony  permits 
more  sophisticated  circuit  clippers. 
N.S.  Jayant,  a  Bell  Labs  scientist  in 
Murray  Hill,  N.J.,  is  working  on  algo- 
rithms that  will  compress  phone  calls 
8  for  1,  with  scarcely  any  complaints 
from  the  users.  The  idea  is  to  focus 
the  inevitable  distortions  into  por- 
tions of  the  sound  spectrum  where 
the  caller  can't  hear  them.  "There  arc 
two  reasons  you  can  compress  a  sig- 
nal— voice,  music  or  television,"  says 
Jayant.  "One  is  redundancy.  The  oth- 
er is  irrelevancy.  There  are  distortions 
that  are  mathematically  measurable 
but  which  the  human  ear  cannot  hear, 
the  human  eye  cannot  see." 

Phone  call  squeezers  don't  work 
well  on  the  public  telephone  network, 
since  the  distortions  can  be  magnified 
every  time  the  call  goes  through  a 
switch.  But  they  are  already  in  com- 
mercial use  in  the  rapidly  expanding 
business  of  private  telephone  net- 
works, at  squeeze  factors  up  to  4:1.  A 
business  leasing  a  24-voice-line  com- 
munication channel  between  the  East 
and  West  coasts  pays  about  $40,000  a 
month.  Fit  96  conversations  on  the 
line,  and  you've  saved  $120,000. 

Claude  Shannon,  the  father  of  infor 
mation  theory,  did  the  work  that 
made  him  famous  when  Bell  Labs  wa^ 
a  division  of  a  comfortable  monopoly 
and  then  went  on  to  a  teaching  careei 
at  MIT.  He  never  got  wealthy  from 
discoveries.  But  the  next  generation 
of  mathematicians  seems  destined  to 
have  a  number  of  millionaires. 


The  founders  of  this  high-tech  firm  figure 
they  could  make  do  without  the  help 
venture  capitalists.  It  wasnt  want  ofmoi 
ey  that  brought  them  down,  however,  h 
want  of  common  sense. 

How  Lattice 
almost  went  undei 


By  Kathleen  K.  Wiegner 

ALL  TOO  MANY  high- technology 
pioneers  end  up  minority 
b  stockholders  in  their  own 
companies  because  they  have  had  to 
give  away  so  much  equity  to  venture 
capitalists.  When  Rahul  Sud  and  Ray- 
mond Capece  founded  Lattice  Semi- 
conductor Corp.  in  Beaverton,  Ore., 
near  Portland,  in  1983,  they  were  de- 
termined  to  avoid  that   fate.   They 


would  initially  bypass  venture  c 
talists  and  raise  the  money  th 
selves.  They  would  build  a  chipr 
ing  company  that  would  rival 
highly  successful  Cypress  Semi( 
ductor  of  San  Jose. 

Sud  is  a  native  of  India  who 
been  a  chip  designer  first  at  InmosH 
later  at  Intel.  Raymond  Capece  [ 
worked  for  venture  capitalist  Benj 
sen  at  Rosen  Research  and  feltT 
knew   the   money   raising   busirl 


Design  uoiU  be  shrunk  tojingemail  sixe. 
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Guess  who  recoimnended  the 
company  get  a  fax  by  Ibshiba. 


Heroes  are  made,  not  born. 

And  Toshiba  facsimile  machines  help  make 
them. 

That's  because  these  machines  cut  costs,  save 
time,  end  misunderstandings,  and  boost  productivity. 

How?  By  using  phone  lines  to  send  words  and 
pictures.  Anywhere.  Night  and  day.  In  as  little  as  15 
seconds.* 

And,  in  today's  competitive  jungle,  people  who 
help  companies  do  that  are  heroes. 

Find  out  how  you  can  become  a  hero  with  one  of 
Toshiba's  complete  line  of  facsimile  machines.  Before 
.  the  guy  down  the  hall  beats  you  to  it.  Send  for  our 
free  booklet.  Or  phone  1-800-635-1220. 


Free  Booklet.  "Guide  to  Facsimile:  14  Proven  Ways  You  Can  Save  Time  and 
Money  with  Facsimile."  Or  Free  Demonstration:  Call  1-800-6351220.  or 
mail  coupon  to  Toshiba  America.  Inc..  Facsimile  Products  Group.  9740  Irvine 
Blvd..  Irvine.  CA  92718 


Name. 


.  Phone  (_ 


J. 


Company  Name  . 
Address 


City_ 


.State. 


_Zip_ 


F0DC12 


I     Toshiba  facsimile.  Now  you  see  it.     i 


In  Touch  with  Tomorrow 

TOSHIBA 


•  Per  CCITT  Test  Chart 
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Lattice  Oxiirman  C  Nimmin  "^'nniiniistcui  hi  his  twiit-cn^ine  Cessmi 

Local  investors  hoped  Lattice  would  put  Portland  on  the  high-tech  map. 


Comp/Comm 


Neither  had  managed  a  company. 
Never  mmd.  They  were  bursting  with 
ideas.  Sud  approached  C.  Norman 
Winningstad,  the  founder  of  Port- 
land's Floating  Point  Systems,  a  mak- 
er of  computers  and  peripherals.  Win- 
ningstad was  a  power  in  the  Portland 
business  community.  He  agreed  to 
put  in  money.  So  did  some  of  his 
business  cronies — Harry  Merlo,  chair- 
man and  president  of  Louisiana-Pacif- 
ic, John  Piacentini,  owner  of  Plaid 
Pantry,  a  regional  convenience  store 
chain,  and  Gerry  Pratt,  a  local  inves- 
tor. All  told,  Sud  and  Capecc  raised 
$19  million  for  Lattice.  Sud  and  Ca- 
pecc kept  just  under  50%  of  the  com- 
pany. The  local  businessmen  were  in- 
terested in  part  because  if  Lattice  suc- 
ceeded it  would  help  make  Portland  a 
center  of  high  technology. 

Now  $19  million  isn't  a  lot  of  mon- 
ey, and  it  looms  even  smaller  in  the 
light  of  Sud's  subsequent  pronounce- 
ments. He  insisted  that  Lattice  would 
huild  a  big-league  manufacturing  fa- 
i  tlity  that  would  ccst  up  to  SIOO  mil- 
i;  ..  ;.7id  weald  be  up  and  running  by 
0..  Wijj.  The  company  would  hire 
tv      . '  Justry  "superstars"  to  produce 


the  broad  array  of  high-speed  comput- 
er chips  the  company  predicted  would 
begin  flowing  by  fall  of  1984.  A  public 
offering  was  likely  in  1986.  By  this 
year  sales  would  exceed  $500  million 
and  Lattice  would  be  providing  sever- 
al thousand  jobs. 

Even  as  production  schedules  began 
to  slide.  Lattice  kept  loudly  tooting  its 
horn.  Instead  of  cutting  back  and  con- 
serving cash,  Sud  poured  more  money 
into  R&D.  That  might  have  made 
sense  had  Lattice  conserved  cash  else- 


lull  k-wiil'Iln  (>r^>;i>ni.in 


La  I  ice  chip  irilh  lest  probes 
Selling  loeU  these  days. 


where,  but  it  didn't.  Typical  of 
lavish  ways  was  the  leased,  140,0( 
square-foot  building  with  a  fake  m| 
ble  lobby.  (One  investment  bank 
who  was  considering  an  investing 
in  Lattice,  is  said  to  have  taken 
look  at  the  lobby  and  walked  a\ 
from  the  deal.)  There  were  cateil 
breakfasts  for  the  company's  empl^ 
ces,  espresso  machines  bubbling  av 
in  alcoves  and  the  Porsche  sports 
one  of  the  company's  top  techni| 
contributors    had    been    given 
Christmas.      Meanwhile,      Latticl 
much-ballyhooed  chip  factory  was] 
ing  delayed  for  lack  of  money. 

Looking  back,  Capece,  Latti(l 
chief  operating  officer,  says:  "We  1 
everything  for  a  $50  million  coml 
ny,  but  the  revenues  didn't  come.'l 

Lattice's  first  product,  a  very  : 
memory  chip,  failed  to  generate 
revenues  because,  when  it  was  in  I 
duced  in  early  1985,  the  compi| 
industry  was  in  a  slump  and  no 
wanted  to  switch  to  a  new  desigrl 
the  middle  of  a  recession.  Anotl 
chip,  a  programmable  meml 
proved  too  big  a  technological  cl 
lenge  and  never  did  get  introducecl 
an  effort  to  generate  some  sales,  I 
began  bringing  out  different  versij 
of  his  memory  chip.  Then  he  becil 
convinced  that  more  salespeople  f 
more  sales  offices  would  solve  f 
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■  enue  problem.  At  its  peak  Lattice 
:  1  65  sales  and  marketing  people 
i  en  quarterly  revenues  were  only 
j  5  million, 
iter  returning  from  a  trip  to  the 

•  East,  Sud  decided  the  problem  was 
\  t  people  weren't  working  hard 
f  u^.  From  now  on,  he  armounced 
1  he  fall  of  1985,  everyone  at  Lattice 

*  lid  work  a  six-day  week  the  way 
]  /  did  in  Korea  and  Japan.  "We  were 
%  king  seven  days  a  week,  and  then 
J  /  mandated  six  days,"  says  David 
b  ledge,  director  of  product  develop- 
I  It,  shaking  his  head. 

Tiat  he  lacked  in  management 

ity,  Sud  more  than  made  up  in 

•confidence.   Lattice  would  suc- 

1,  Sud  told  The  Oregonian  in  early 

5,  because  there  were  no  semicon- 

tor  industry  venture  capitalists  in- 

'ed  to  "force-feed  the  company 

1  their  conventional  wisdom."  It 

a  dumb  statement.   If  Lattice 

led  anything  at  that  point  it  was  a 

:  of  conventional  wisdom. 

iy  early  to  mid- 1986  it  was  clear 

were  heading   toward   financial 

ijble,"  says  Jan  Johaimessen,  Lat- 

ii  s  vice  president  of  finance.  But 

n  ;ad  of  cutting  back,   Sud  went 

0  ing  for  more  financing  to  keep  the 
«  pany  going  until  things  took  off. 
n  company  had  been  getting  a  good 
Wanse  for  a  technically  advanced 
)r  rammable  logic  chip  it  was  sell- 
n  But  any  hopes  for  fresh  capital 

dashed  when  in  September  of 
\y  Lattice  was  sued  for  patent  in- 
Ti  ement  by  Monolithic  Memories, 

on  Valley  maker  of  programma- 
'is  ogic  chips.  Orders  for  Lattice's 
ii'  dried  up.  The  company  needed 
il  million  to  keep  going,  but  Sud 
"  \  find  no  one  to  give  him  the 

y.    In    October    the    company 

01  ed  its  payroll.  David  Rutledge 
e  his  team  together  even  when  re- 
n  ers  from  archrival  Cypress  Semi- 

jctor  were  stationed  in  a  hotel 

at  the  airport.  Rutledge  offered 

'   nd  money  to  his  impaid  asso- 

and  paid  for  critical  supplies 

f  his  ovm  pocket.  In  the  end, 

the  Japanese  company  that  had 

manufacturing  some  of  Lattice's 

for  the  company,  stopped  pro- 

m.  In  December,   in  a  palace 

Sud  was  removed  as  chief  exec- 

and  director. 

'^  aningstad  stepped  in  to  nm  the 

'f  any  after  Sud's  departure,  but 

h  he  was  unable  to  come  to  terms 

It  some  creditors.  Lattice  filed  for 

^ter  11  in  July  1987. 

Vit  now?  After  88  days  the  com- 

^  emerged  from  bankruptcy.  Win- 

'JJ^tad  raised  $7.5  million  by  plac- 

ig|  onvertible  preferred  stock  with 


G^uck  Nacke/PKturc  Group 


Lattice  Chief  Kxecutii'e  Qrus  Tsui 

4/ter  Chapter  1 1 ,  some  seasoned  management. 


h, 


an  insurance  company  in  exchange 
for  a  35%  equity  stake  in  Lattice.  The 
company  has  moved  to  more  modest 
digs  in  Hillsboro,  about  half  an  hour 
from  Portland.  And  this  year  Win- 
ningstad  recruited  Cyrus  Tsui,  a  vet- 
eran executive  at  Monolithic  Memo- 
ries, to  be  Lattice's  new  president  and 
chief  executive.  Lattice  has  settled  its 
litigation  with  Monolithic  Memories 
by  signing  a  cross-licensing  agree- 
ment and  has  been  enjoying  good  mar- 
ket acceptance  for  its  programmable 
logic  products.  Sales  for  fiscal  1989 
(ending  in  March)  are  estimated  at  $22 
million,  but  the  company's  survival 
still  hangs  in  the  balance. 

Sud?  He  sued  for  wrongful  dis- 
charge but  settled  the  suit.  He  now 
works  for  Microchip  Technology, 
wholly  owned  by  General  Instru- 
ment. In  an  extensive  interview  with 
Portland's  Business  Journal  shortly  af- 
ter his  ouster  from  Lattice,  Sud  said 
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his  biggest  mistake  at  Lattice  was  the 
way  he  handled  the  extended  work- 
week. It  was  better  than  a  layoff,  Sud 
insists,  but  the  reasoning  wasn't 
"well  communicated." 

Walking  across  the  parking  lot  after 
another  day  of  tending  to  Lattice's 
affairs,  Winningstad  points  to  a  late- 
model  car  parked  in  a  reserved  space. 
"Here's  what  we  are  giving  people 
who  make  a  special  contribution  to 
Lattice,"  he  says.  "No,  not  the  car," 
Winningstad  continues  quickly.  "The 
parking  space.  It's  the  only  reserved 
parking  space  in  the  lot." 

We've  no  special  affection  for  ven- 
ture capitalists,  but  isn't  it  possible 
that  Lattice  might  have  avoided  disas- 
ter if  it  had  used  a  bit  of  that  conven- 
tional wisdom  that  venture  capital- 
ists purvey?  Put  it  this  way:  An  over- 
confident man  and  his  company  are 
soon  parted. 
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What  should  every 

company  demand  from 

a  computer  system? 


LI 


Presenting  the  IBM  Application  System /400, 

When  your  business  is  small,  you  can  buy  an  IBM "  Application  System/400,"  and  it  will  ? 
just  the  right  size.  Later  on,  you'll  still  be  smiling. 

That's  because  as  your  company  grows,  your  Application  System/400  can  grow  right  alci 
with  you.  And  the  investments  you  made  at  i  r  st-in  software,  training,  and  peripherals-will  ft 
be  world  ng  for  vou .  ' 

That's  what  the  IBM  Application  System/4l/U  i^  all  about,  h  comes  from  IBM's  leadership 
with  over  a  quarter  million  mid-size  computer  svstrtns  in  place,  and  it  does  what  growing 
companies  have  told  us  they  want.  It  lets  you  gro^^  '■'  to  what  you  need,  without  outgrowing  \ 
you've  paid  for.  A* 

Today;  Solutions  for  your  business,  from  t^     leader  in  business  solutions.  || 

Never  before  has  a  mid-size  computer  system  beer  iiitroduced  with  so  much  proven  softvvai  ll 


c-  i'^se  IBM  Corporation.  iBMIs^reglsteredlradenvi'kand  Aoplicatlon  System/400  and  AS/400  are  trademark?  oi  IBM  Corp. 


I 


Growth 


iy  to  go.  Thousands  of  programs  that  run  on  IBM's  System /36  and  /38  can  run  on  the  IBM 
^  )lication  System/400. 

Even  better,  any  program  you  start  with,  you  can  stay  with.  No  matter  how  big  your 
'.  ilication  System/400  gets,  your  software  will  always  work. 

Tomorrow;  Protection  for  your  investment  as  your  business  grows. 

1  t  models  of  the  IBM  Application  System /400  come  rack-mounted  like  a  stereo  system. 
'  iponents  slide  in  and  out,  so  you  can  upgrade  right  on  the  spot  You're  not  locked  into  any 

icular  setup.  Your  system's  only  as  big  as  you  need,  and  making  it  bigger  is  easy. 

What's  more,  the  Application  System /400  comes  with  a  state-of-the-art  education  system, 
1  customer  support  that's  unmatched  in  the  industry. 

For  a  free  brochure,  or  to  arrange  for  a  detailed  discussion  about  the  Application  System/400, 
a  1-800-IBM-2468,  ext.  82.  ==l=  := 


Random  Access 


Commentary  by  Esther  Dyson 


WHO'S  IN  THE  DRIVER'S  SEAT? 


In  the  battle  of  the  operating  sys- 
tems, the  contest  between  Unix, 
the  supposedly  universal  portable 
system,  and  OS/2,  the  new  offering 
from  Microsoft  and  IBM,  has  hardly 
begun.  It  will  be  years  from  now,  or 
perhaps  never,  when  we  can  call  a 
winner.  But  one  advantage  enjoyed 
by  the  OS/2  camp  is  already  appar- 
ent: unity.  That  much  was  quite 
evident  at  the  Comdex  convention 
that  mobbed  Las  Vegas  Nov.  14  to 
18.  The  two  sponsors  of  OS/2  pa- 
pered the  city  with  signs  pointing  to 
booths  where  OS/2  software  was  be- 
ing shown.  Unix,  however,  has  sev- 
eral sponsoring  teams  (one  of  which 
is  AT&T-Sun  Microsystems),  and 
each  Unix  company  appeared  under 
its  own  name  rather  than  under  the 
Unix  banner. 

It's  not  easy  to  explain  just  what 
an  operating  system  is  without 
sounding  like  an  electrical  engineer. 
But  perhaps  this  analogy  will  help. 
Think  of  the  microprocessor  chip 
that  does  the  computer's  work  as  an 
automobile.  Think  of  the  operating 
system  as  a  chauffeur.  He  tells  the 
machine  what  to  do  by  hitting  the 
accelerator  or  turning  the  steering 
wheel.  But  he's  getting  instructions 
in  tum  from  someone  else.  Think  of 
the  applications  software  as  the  pas- 
senger in  the  back  seat,  who  uses 
the  machine  and  its  driver  to  get 
somewhere,  that  is,  to  accomplish 
some  specific  task  such  as  budget- 
ing, word  processing  or  mventory 
control. 

Not  all  cars  are  alike  in  how  they 
respond  to  a  given  tug  on  the  steer- 
ing wheel,  and  not  all  microproces- 
sor chips  are  alike.  The  two  makes 
in  common  use  today  are  Intel  and 
Motorola.  Just  as  a  chauffeur  has  to 
get  the  feel  of  a  different  car  model, 
an  operating  system  has  to  be  set  up 
to  handle  a  particular  chip. 

To  carry  the  analogy  a  bit  further, 
not  all  chauffeurs  are  alike.  Some 
speak  English,  some  Greek.  So,  too, 
different  operating  systems  need  to 
hear  different  commands  from  the 
applications  program  in  the  back 
seat  to  get  to  the  right  place. 

Esther  Dy^on  is  editor  mid  publisher  of  the 
newsletter  Release  1.0. 
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One  of  the  big  advantages  of  OS/2 
is  that  it's  close  to  the  existing  stan- 
dard, Microsoft's  Disk  Operating 
System  (DOS).  Your  old  chauffeur 
was  American,  and  this  new  one  is 
British.  You  can  still  communicate 
fairly  well.  Familiar  applications 
such  as  Lotus  1-2-3,  written  for 
DOS,  will  run  on  OS/2  machines. 
Why  change  at  all?  OS/2  is  a  better 
driver  and  can  do  several  things  at 
once.  Both  DOS  and  OS/2,  by  the 
way,  are  designed  to  drive  Intel 
chips.  They  can't  handle  the  Motor- 
ola. But  Intels  are  very  popular. 
They  are  what's  inside  the  IBM  PC 
and  the  many  computers  compati- 
ble with  the  IBM. 

Now  the  Unix  chauffeur  comes 
along.  Advantage  to  this  chauffeur: 
He  can  handle — or  at  least  he  says 
he  can  handle — just  about  every 
make  of  car,  many  of  them  far  more 
powerful  than  Intel's.  And,  like 
OS/2,  Unix  can  do  several  things  at 
once  (say,  display  a  memo  at  the 
same  time  a  spreadsheet  is  being 
recalculated).  Ainong  desktop  com- 
puters, Unix  these  days  is  best 
known  as  the  operating  system  for 
Sun  Microsystems  machines  em- 
ploying Motorola  chips.  But,  with  a 
few  differences,  Unix  also  runs  Intel 
chips,  as  well  as  mainframe  com- 
puters of  many  makes,  and  the  new, 
fashionable  RISC  chips.  In  theory, 
at  least,  Unix  should  bring  some 
degree  of  portability  and  universali- 
ty to  software. 

The  Unix  disadvantage:  This 
chauffeur  speaks  a  foreign  language. 
Current  versions  of  1-2-3  and  dBase 
use  DOS.  Unix  is  Greek  to  them. 

To  the  rescue  comes  a  new  product 
called  XDOS  from  Mountain  View, 
Calif,  startup  Hunter  Systems. 
XDOS  helps  programmers  translate 
English  into  Greek — that  is,  DOS 
into    Unix.    That    fundamentally 


changes  a  key  advantage  of  OS/2,  its 
ability  to  talk  to  existing  application 
programs.  Analysts  have  been  call- 
ing Microsoft  to  ask  if  XDOS  spells 
the  death  of  OS/2.  It  doesn't,  but  it 
does  give  Unix  a  boost,  if  only  by 
removing  a  handicap. 

True,  there  are  other  ways  to  ac- 
complish   what    Hunter    Systems 
does.  Software  vendors  such  as  Ash- 
ton-Tate,  author  of  the  dBase  data- 
base program,  and  Lotus,  author  of 
1-2-3,  have  already  promised  Unix- 
speaking  versions  of  their  products. 
The  Hunter  technology,  if  they  use 
it,  could  make  it  a  little  easier  foi 
them  to  deliver  on  their  promise 
quickly.  It  will  also  let  lesser  com 
panies  make  the  same  move  mop 
easily  and  will  reduce  customers 
reluctance  to  leave  DOS. 

Note:    These   Unix   versions  ol 
dBase  and  1-2-3  aren't  out  yet.  Nei 
ther  is  XDOS.  We  might  see  any 
all  of  them  sometime  next  ye 
Pricing  and  distribution  issues  all 
have  yet  to  be  resolved. 

Another  thing:  Each  XDOS  will 
specific  to  a  particular  make  of  n 
chine  and  will  convert  DOS  appl 
tions  for  that  machine  only.  U 
applications  are  not  quite  as 
as  people  crack  them  up  to  be. 

In  any   event,   users   should 
looking  beyond  what  Unix  or  OS/! 
can  do  with  an  old  application  pi 
gram.  Hunter's  XDOS — and 
solutions  to  the  portability  prol 
lem — will  simply  hasten  the 
ization  that   running  old   applii 
tions  is  almost  beside  the  point 
What   will  make   both  Unix 
OS/2  successful  are  new  appli 
tions  that  exploit  their  power,  m 
the  software  equivalent  of  dri 
to  the  same  old  places. 

In  the  Unix  world,  a  lot  depends 
the  ability  of  Sun  Microsystems, 
most  visible  Unix  player,  to 
share  of  the  desktop  market  with 
forthcoming  "SPARCintoshes"- 
low-end  workstations  that  will  corrj 
pete  with  Apple  Macs.  It  would  als 
help  if  the  two  warring  Unix  camf 
(AT&.T-Sun  and  the  Open  Softwaij 
Foundation)  could  get  together,  bi 
here  again  technology  such  as  Hui\ 
er's  would  make  such  differences  f 
less  important.  ■ 
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/hats  the  driving  force 
iindyour  increased  output?'^ 


Must  be  Canons  new 
productivity-driven  copiers!' 


I  en  business  talk  turns  to  productivity,  the  copier  you  choose  can 
the  difference  between  an  ordinary  perfornnance  and  one  really 

'  talking  about. 
)ducing  the  Canon  NP  6000  series  copiers.  Two  high-performance 

!g  systems  designed  to  produce  more  work.  In  less  time. 
1  a  dependable  copy  speed  of  50  copies  per  minute.  And  features 
cod  you  through  any  combination  of  copy  procedures  with  the 
i/orall  time  in  their  class. 

|n  automatic  feeding,  duplexing  and  image  editing  to  optional 
I  and  stapling,  these  copiers  deliver  all  the  mid-volume  productivity 
tjfticG  needs.  So  you  get  maximum  output.  With  minimum  input. 
I  /ou  get  a  reputation  for  reliability  that's  made  Canon  the  copier 
of  more  prc-;ji.,.'-.tivit  /-driven  businesses. 
:  Canon  Ni  ■  ^i^t|i^ies  copiers.  When  it's  your  productivity  at 
anything  else  is  jijgt;talk. 
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Canon 


■  1988  Canon  us  A    Inc 


Formoreirif(>rmation.  call  loll  tree  1-800-OK  CANON.  Or  wrilf,' Canon  US  A  Inc  PO  Box  5023  Clitlon.  N  J  07015 
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Edited  by  Gary  Slutsker 


With  postal  rates  going  up  and  up,  mailers 
are  fighting  back  with  computers,  scanners 
and  envelope  stuff ers. 

Mail  smart 


Patnc-fc  McDi^nncIl 


Tl  HE  scene:  The  Hartford  Insur- 
ance Group's  mailroom  in 
Southington,  Conn.,  circa  1984. 
Dozens  of  clerks  scurry  about,  assem- 
bling packets  that  will  become  insur- 
ance policies  once  they  pluck  the 
proper  riders  from  cubbyholes  lining 
the  room,  staple  the  mess  together 
and  shove  it  into  an  envelope.  One 
clerk  weighs  the  envelope  and  puts  it 
through  a  postage  meter. 

The  same  mailroom,  today:  A  con- 
traption that  looks  like  a  long  row  of 
copier  machines  takes  a  policy  drawn 
up  by  computer,  collates  it  with  mar- 
keting inserts  stacked  in  the  device's 
pockets,  staples,  folds  and  inserts  the 
package  into  an  envelope,  seals  the 
envelope,  weighs  it,  applies  the  proper 
postage  and  then  sends  it  out  to  have  a 
bar  code  sprayed  on  that  helps  the 
post  office  deliver  the  policy  faster. 

Not  all  mailrooms  are  as  Dickensi- 
an  as  Hartford's  used  to  be.  But  most 
companies  are  trying  to  tigure  out 
ways    to   streamline    the    way    they 
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send  out  mail.  Net  of  inflation,  post- 
al rates  are  up  13%  on  average  this 
year,  and  could  increase  again  in 
1991.  That  may  not  seem  like  much 
to  you,  but  to  Reader's  Digest  Asso- 
ciation, which  sends  out  675  million 
pieces  a  year,  the  1988  increase  costs 
about  $18  million. 

Direct-mail  marketers  are  so  wor- 
ried about  postal  costs  that  they  have 
ganged  up  to  bypass  the  post  office. 
Publishers  like  Time  Inc.  and  Hearst 
have  been  experimenting  with  private 
deliverers  in  various  parts  of  the  coun- 
try for  several  years.  Many  others  are 
about  to  start. 

Bypassing  the  post  office  isn't  a  suf- 
ficient answer.  Even  if  Sears  found  a 
way  to  deliver  its  catalog  privately,  it 
still  would  have  to  send  its  bills  out 
each  month  through  the  post  office. 
Enter  mail  processing,  a  $3  billion 
industry  that  recently  rejuvenated  it- 
self by  marrying  computers  to  venera- 
ble mechanical  mailroom  equipment 
like  postage  meters,  scales,  folders. 


inserters  and  sorters.  With  this  ne 
equipment,  big  mailers  can  recou! 
some  of  their  increased  postal  costs  b 
sharing  some  of  the  post  office's  woi 
in  return  for  discounts  that  can  brir 
the  cost  of  a  first-class  stamp  dow 
from  25  cents  to  20.5  cents. 

For  example,  last  April  the  Post 
Service  began  giving  a  half-cent  di 
count  for  every  piece  of  mail  that  ca 
ries  a  bar-coded  9-digit  zip  code  on  tl 
front  of  the  envelope.  About  one 
four  letters  is  now  bar-coded  by  tl 
post  office  and  some  customers,  usii 
some  fancy  optical  character  reader 
but  Postmaster  General  Anthoi 
Frank  wants  every  letter  to  carry  a  b 
code  by  1995. 

Some  large-volume  mailers  a 
starting  to  save  money  by  coding  the. 
own  mail  with  machines  from  Bell 
Howell  or  Pitney  Bowes.  Bell 
Howell's  JetStar  500  can  print  b 
codes  on  20,000  envelopes  an  hoi 
Jersey  Central  Power  &.  Light  recent 
ordered  two  $50,000  bar-coders  that 
will  use  on  monthly  utility  bills. 

The  old  postage  meter  compani 
have  therefore  had  to  learn  new  skil 
Pitney  Bowes,  the  industry  leader,  h 
increased  its  annual  research  and 
velopment  spending  47%,  to  an  es 
mated  $80  million  over  the  last  thr 
years,  mostly  to  replace  its  electron: 
chanical  gadgetry  with  electroni 
and  software. 

After  Pitney's  embarrassing  fal 
start  in  the  early  1980s  into  word  pi 
cessors,  its  new  strategy  is  succee 
ing.  An  important  part  of  the  13 
average  growth  in  Pitney's  $1.2 
lion-a-year  mailing  systems  busine 
is  coming  from  replacing  old  met( 
and  scales  with  new  models  that 
plenish  postage  electronically  by  te 
phone  instead  of  having  someone  1 
the  meter  to  the  post  office. 

Pitney  owns  90%  of  the  U.S.  po 
age  meter  business,  but  competit( 
are  also  making  money  selling  sm; 
meters  and  scales.  These  include  pi 
licly  traded  Rockaway  Corp.,  whi 
sells  Swiss-made  Hasler  machin 
and  even  Friden  Alcatel,  successor 
the  once-proud  maker  of  tabulati 
machines  that  failed  to  move  ir 
electronics. 

"Computers  are  enhancing  our  al 
ity  to  process  higher  volumes  of  ph" 
ical  mail  more  efficiently,"  says  Pj 
Reece,  Pitney's  engineering  and  te( 
nology  vice  president,  hicreasing 
Pitney's  machines  will  connect 
one  side  to  the  customer's  compu 
system  and  on  the  other  side  to  t 
post  office's  computer. 

For  instance,  its  new  top-of-the-1: 
inserter-mailer  being  tested  by  Bi 
Shield  of  Western  New  York,  US  W 
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Nhy  Businessland  Keeps 
Netwoiidng  Itself. 


As  one  of  the  world's  leaders 
!  PC  connectivity,  if  s  hardly 
:  rprising  that  Businessland' 
jtself  one  of  the  most  heavily 
I  tworked  organizations  in 
I;  i  world. 

(n  fact,  Businessland  operates 
1  own  business  through  over 
( D  connected  LANs,  integrating 
:  nponents  from  dozens  of 
[  ferent  hardware  and  software 
r  nufacturers.  Connecting  micros 
J  ninis  and  mainframes  located 


throughout  the  United  States, 
Canada  and  England. 

So,  we  don't  just  know  how 
to  network.  We  also  know  how 
connectivity  impacts  a  business 
environment.  How  electronic  mail 
not  only  improves  communication 
and  reduces  "meeting"  times,  but 
how  it  opens  up  entirely  new  and 
more  productive  ways  to  work. 

And  how  sharing  resources  can 
reduce  expenses  and  support  staff. 

The  proof?  At  Businessland, 


the  sales  per  employee  has  more 
than  doubled  in  four  years.  In  fact, 
our  productivity  has  increased 
over  40%  last  year  alone. 

So  if  you'd  like  to  learn  more 
about  networking  from  someone 
who  really  understands  it,  just 
give  us  a  call  at  1-800-328-8383 
for  the  Businessland  Center 
nearest  you. 

SUSfAESStlAD. 

A  Different  Kind  of  Computer  Company 


Effect  Of  Networking  Businessland 
(Sales  Per  Employee) 
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Businessland  and  the  Businessland  logo  are  registered  trademarks  of  Businessland  Inc. 
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and  ].C.  Penny  mails  letters  without 
using  a  postage  meter.  Instead,  a  com- 
puter counts  the  letters  that  move 
through  the  line,  keeping  track  of  the 
weight  of  each,  and  then  allows  the 
company  to  electronically  transmit  an 
itemized  statement  of  postage  due  to 
the  post  office.  The  new  unit  is  a 
frontal  attack  on  Robert  M.  Bass'  Bell 
&  Howell  mailing  operation,  which 
has  more  than  half  the  $  1 80-million-a- 
year  market  for  sophisticated,  high- 
volume  inserter-mailers,  according  to 
industry  analyst  Alex  Henderson  of 
Prudential-Bache. 

Will  electronic  mail  render  the  in- 
serter and  postage  meter  obsolete? 
Not  soon.  Some  early  versions  of  elec- 
tronic data  interchange  and  electronic 
funds  transfers  are  eliminating  the 
need  for  some  first-class  business-to- 
business  mail.  (As  a  hedge  in  1982, 
Pitney  started  selling  facsimile  ma- 
chines made  by  Matsushita.  Today 
Pitney  is  one  of  the  leading  U.S.  dis- 
tributors of  faxes  to  businesses.) 

But  the  vast  bulk  of  mail  goes  from 
businesses  to  consumers — bills,  divi- 
dend checks,  shareholder  communi- 
cations, magazine  subscription  pitch- 
es. There  is  no  sign  that  this  will  ever 
go  away.  "Even  if  you  pay  your  phone 
bill  with  some  sort  of  automatic  deb- 
iting system,  someone  is  still  going  to 
have  to  send  you  a  physical  advice," 
says  Norman  Litell,  an  analyst  at  In- 
put, the  California  market  researcher. 

With  all  of  its  newfound  expertise 
in  mailing  technology,  Pitney  Bowes 
thinks  it  can  go  a  step  further  and 
manage  mailrooms  for  its  customers, 
helping  cut  costs  and  splitting  the  dif- 
ference with  them.  How  complicated 
can  this  be,  nmning  a  mailroom? 
Tricky  enough  that  one  of  Pitney's 
first  customers  in  this  is  IBM  Corp. 

"The  market  potential  is  huge," 
says  Gregory  Francfort  of  First  Bos- 
ton, who  believes  Pitney's  premium- 
priced  stock  still  does  not  reflect  this 
potential.  "Say  Pitney  can  sign  up  half 
of  the  200  largest  mailers  and  save 
them  an  average  of  5%  on  their  mail- 
ing costs.  Pitney's  pretax  profits  from 
this  alone  would  be  Si 50  million  a 
year."  This  year  Pitney  should  earn 
$240  million  on  sales  of  $2.4  billion. 

If  only  they  could  build  a  mail  sort- 
er on  the  receiving  end  using  an  ex- 
pert system  to  tell  you  which  letters 
you  can  safely  throw  away.  Now 
that's  a  market  opportunity.— G.S. 


New  hope  for  diabetics 


In  a  laboratory  at  the  University  of 
Toronto,  a  researcher  implants  a 
small  piece  of  fatty  acid  and  a  plastic 
bulb  in  the  abdomen  of  a  diabetic  rat. 
The  researcher  is  testing  an  insulin 
implant  being  developed  by  the  uni- 
versity's Paul  Wang  to  make  life  hy- 
podermic-free for  insulin-dependent 
diabetics.  Though  it  is  still  in  the  ani- 
mal-testing stage,  the  two-part  Wang 
implant  will  eventually  place  in  hu- 
mans two  containers  of  insulin  that 
can  be  refilled  by  injection  without 
surgery  every  few  months. 

The  insulin  implant  is  one  of  the 
more  promising  medical  develop- 
ments destined  to  make  life  easier  for 
America's  6.5  million  diagnosed  dia- 
betics, of  whom  roughly   1   million 


ucts.  "The  aldose  reductase  inhibil 
field  could  turn  out  to  be  one  of 
most  important  breakthroughs  in  ' 
decade  of  the  1990s  for  the  worldwj 
pharmaceutical  industry,"  says 
B.  Sweig  of  Prudential-Bache.  Prodi 
alone  could  be  worth  $500  millioi 
year  to  Merck  when  it  gets  to  marl 

Diabetics  will  buy  anything 
makes  their  treatment  more  cor 
nient.  In  an  effort  to  simplify  insi 
injections,  drug  companies  are  re 
signing  syringes  to  look  like  fount| 
pens.  The  latest  such  device,  the 
volinPen,  produced  jointly  by  Sqv 
and  by  Danish  insulin  maker  N^ 
Industri  A/S,  lets  a  patient  dial 
proper  dosage  of  insulin  from  a 
tridge  and  inject  it  by  clicking  a 

Squibb-Noi'o's  Norolini 
Listening,  Eli  Lilly?! 


depend  on  daily  insulin  injections  to 
remain  alive.  The  only  long-term  cure 
for  diabetes  is  implanting  all  or  part  of 
the  diabetic's  faulty  pancreas  with 
new  cells  capable  of  secreting  insulin, 
the  hormone  needed  to  put  blood  sug- 
ar into  cells.  However,  pancreatic 
transplants  have  a  very  high  rejection 
rate.  In  the  meantime,  drugmakers 
and  researchers  are  focusing  on  new 
ways  of  detecting,  monitoring  and 
treating  diabetes. 

So  eager  was  Merck  &.  Co.  to  get  its 
hands  on  a  new  diabetes  drug  devel- 
oped by  Wilmington,  Del. -based  ICI 
Pharmaceuticals  Group  that  it  will- 
ingly gave  in  exchange  the  marketing 
rights  for  one  of  its  own  maior  heart 
drugs.  The  new  diabetes  drug,  which 
ICI  will  call  Statil  and  Merck  Prodiax, 
IS  meant  to  arrest  or  prevent  long- 
term  complications  of  diabetes,  from 
loss  of  eyesight  and  kidney  failure  to 
nerve  damage  and  even  coma. 

Statil/Prodiax  works  by  blocking 
the  action  of  aldose  reductase,  an  en- 
zyme that,  in  some  diabetics,  con- 
verts blood  sugar  into  sorbitol,  a  sugar : 
alcohol  that  can  build  up  in  nerve,  eye 
and  kidney  tissue,  causing  the  organs 
to  malfunction.  The  drug,  now  in  the 
last  stages  of  clinical  trials,  could 
reach  the  market  as  soon  as  the  early 
1990s.  Similar  drugs  are  being  tested 
by  Pfizer  and  American  Home  Prod- 


ton  on  top,  like  a  ballpoint  pen. 
pen,  which  costs  roughly  the  sar 
conventional  therapy  using  syrid 
and  vials,  represents  a  major  pla^ 
Squibb  and  Novo  for  the  $400- 
lion-plus  U.S.  insulin  market,  wjj 
Eli  Lilly  &  Co.  now  dominates. 

Testing   itself   has    become 
convenient.  Since  portable  blood 
ar  monitoring  devices  were  first  ir 
duced  in   the  late    1970s — replal 
frequent  urine  tests  performed  in  [ 
tors'  offices— these  test  kits  havfi 
come  smaller  and  cheaper. 

Some  doctors  are  hopeful  tha 
the  future,  new  techniques  will 
able  to  identify  potential  diabJ 
early  in  life  and  then  protect  the  [ 
creas  from  attack  by  the  body's) 
mune  system,  using  some  coml 
tion  of  drug  and  diet  therapy.  Al 
Joslin  Diabetes  Center  in  Boa 
George  Eisenbarth  monitors  chilf 
of  insulin-dependent  diabetics! 
signs  of  the  disease  in  the  blood  fij 
ten  years  before  they  would  be  exj 
ed  to  show  symptoms.  If  caught 
enough,  a  potential  diabetic  ma 
able  to  avoid  acute  diabetes  thrj 
immunotherapy,  now  in  the  e» 
mental  stage.  If  that  doesn't 
diabetes  can  be  controlled  tl 
correct  diet,  blood  sugar  monit^ 
and  exercise.  — Vicki  Contavespi 
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Look  insiae 

and  you'U  find  we're  more  than  aiiciaft. 


^^..^'^ 


We've  integrated  more 
different  electronic  systems 
into  more  different  air- 
planes than  anyone  else  in 
the  world. 

The  electronics  aboard 
the  Grumman  F- 14  Tomcat 
make  it  the  world's  most 
formidable  fighter.  We're 
developing  a  radar  system 
that  operates  in  space.  And 
systems  to  test  and  diagnose 
other  electronic  systems. 

Electronic  systems  make 
Grumman  planes  the  best 
for  the  jobs  they  do.  And 
electronic  systems  are 
creating  new  opportunities 
for  Grumman. 

Only  GRUMMAN 


GRUMMAN' 


■Registered  trademark  of  Grumman  Corporation. 


Where  do  powerful  idea 
in  networidng  come  fiDm: 


When  Japan  went  offshore 
for  quality  digital  switching, 
they  chose  Northern  Tfelecom. 

The  need  for  new  community  dial  offices  sent 
the  worid's  largest  telephone  company  shop- 
ping for  advanced  digital  equipment. 

From  among  all  the  telecommunications 
system  suppliers,  the  Japanese  chose  Northern 
Tblecom.  Ours  is  the  first  U.  S.  digital  switching 
system  selected  by  the  world's  largest  telephone 
company.  We're  in  88  other  countries  as  well, 
which  proves  that  Northern  Tblecom  quality 
communicates  in  any  language. 

And  that's  made  us  the  largest  supplier  of 
digital  telecommunications  equipment. 


Northern  Telecom  puts 
the  thrust  behind  NASA's 
data  network  at  the 
Ames  Research  Center 

The  mission:  to  carry  a  heavy  payload  of 
from  NASA  computer  networks  to  deskt 
throughout  the  Ames  Research  Center.  A 
do  it  economically. 

NASA  selected  a  Northern  Tfelecom  in 
grated  network  system.  It  links  the  wide 
variety  of  terminals  of  any  PBX.  It  open 
access  to  their  local  network  of  supercom 
puters,  mainframes  and  minicomputers.' 
can  even  use  it  to  reach  data  on  NASA's 
nationwide  computer  network. 

If  you  want  to  boost  the  power  of  youij 
network.  Northern  Tfelecom  has  just  the  \\ 


t 
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kause  communications 
£1  be  a  matter  of  saving 
^^s,  hospitals  rely  on 
f<rthemTblecom. 

than  750  hospitals  across  America  have 
ic  3n  Northern  Tfelecom  digital  phone  systems. 
^  hether  it's  communicating  the  trace  of 
h  irtbeat,  a  get-well  call,  or  the  computerized 
itj  nt  records  for  an  entire  medical  center, 
iCi  can  depend  on  their  Northern  Tfelecom  sys- 
n  Because,  of  all  business  phone  systems, 
0)  lem  Tblecom  is  rated  the  highest  for 
li  )ility. 
/  id  that  can  be  a  lifesaver  for  any  business. 


The  U.  S.  Air  Force  targets 
Northern  Tblecom  for  its 
worldwide  communications. 

The  U.  S.  Air  Force  has  selected  Northern 
Tfelecom  communications  systems  for  over  100 
bases  worldwide. 

They  gave  us  their  toughest  specifications. 
And  we  delivered  a  networking  solution  that 
wiU  take  them  all  the  way  from  today's  voice 
and  data  communications  to  ISDN  and  beyond. 
As  fast  as  they  want. 

Another  mission  accomplished. 


s<  ver  how  Northern  Telecom's  powerful  networking  ideas  can  benefit  your  business.  Call  1-800-543-9806. 

KWTHERN  mECOM 


Marketing 


Edited  by  Jeffrey  A.Trachtenberg 


With  fewer  hangovers  and  less  overeating,  Americans  didn  Y  nei 
as  much  Alka-Seltzer.  Or  so  they  thought  before  the  advertisir 
people  went  to  work  on  them. 

Fast,  fast  relief  for 
sour  sales 


By  Kerry  Hannon 


I  can't  believe  I  ate  the  whole 
thing."  Perhaps  the  most  famous 
groan  in  tv  commercial  history, 
that  line  from  the  Alka-Seltzer  cam- 
paign is  the  kind  of  marketing  coup 
that  advertising  agencies  and  their  cli- 
ents dream  of.  Created  by  Wells,  Rich, 
Greene,  it  vs^as  quickly  adopt- 
ed by  comics  and  entered  the 
argot  of  popular  culture.  It  also 
sold  the  product. 

Alka-Seltzer,  the  largest  sin- 
gle product  from  Elkhart,  Ind- 
based  Miles  Inc.  (which  also 
makes  SOS  detergent  pads  and 
One  A  Day  and  Flintstones  vi- 
tamins), watched  its  sales  bub- 
ble to  more  than  $100  million 
by  1983,  from  around  $60  mil- 
lion in  1975. 

Since  its  introduction  in 
1931,  Alka-Seltzer  has  been 
used  primarily  as  a  hangover 
remedy  or  as  a  cure-all  for 
overindulgence.  Spurred  along 
by  Speedy  Alka-Seltzer  and  a 
barrage  of  other  catchy  slogans 
("Plop,  plop,  fizz  fizz,  oh  what 
a  relief  it  is";  "That's  some 
spicy  meatball"),  the  antacid's 
sales  nearly  doubled  in  a  dozen 
years.  But  when  overdrinking 
and  overeating  got  a  bad  name 
in  the  fitness-crazed  early 
1980s,  Miles'  main  product 
lost  its  way.  In  1984  sales  sud- 
denly went  flat  and  dropped 
10%  in  two  years. 

"It  was  a  very  famous  br.    .1 
name  that  people  would  ha\ 
in  their  medicine  cabinets,  but 


not  one  they  would  use  on  a  regular 
basis,"  says  John  Howell,  head  of  the 
Consumer  Healthcare  Division  at 
Miles.  Alka-Seltzer  needed  a  taste  of 
its  own  medicine,  fast  relief  and  fresh 
sparkle. 

In  1986  Miles'  German  parent,  Bay- 
er AG,  reorganized  its  American  hold- 
ings under  one  umbrella  company, 


"Alka-Seltzer... 
the  whole  thing" 


A  scene  J  i\.  II  lI  I9~()s  Alku  SciiLci  Lui>u>ieixial 
Overindulgence  soon  got  a  had  name. 


Bayer  USA.  Between  1986  and  1 
Bayer,   anxious  not   to  let  valu. 
brand  franchises  disintegrate,  pu: 
$114  million  into  Miles'  business 
a  1 7%  increase  in  capital  spendi: 
1987  alone.  Result:  badly  needed 
products  and  added  marketing  p 
for  some  neglected  old  ones.  The 
time  cold  remedy,  Alka-Seltzer 
and  the  chewable  antacid 
lets,  Alka  2,  for  example, 
languished  for  years.  So 
lemon-lime-flavored 
Seltzer.  All  these  got  a 
marketing  push  behind  th| 
In    early     1987    an    e 
strength  version  of  the  f 
lar  tablet  was  rolled  out 
sinus   medication   went 
test  marketing.  Later  that 
came     Alka-Seltzer's    N: 
Time  Cold  remedy.  Bull's 

Alka-Seltzer  Plus 
Medicine  is  now  the  fasj 
growing  product  in  the 
billion  cold  remedies  catq 
It's  a  market  segment  thai 
doubled  in  size  since 
Miles'  version  has  capi 
the  number  two  market 
tion,  with  an  estimated 
share,  behind  Procter! 
Gamble's  Nyquil,  with 
12% .  Miles  is  spending 
S 1 2  million  to  market  its 
uct  with  testimonial  ads, 
ated  by  Wells,  Rich, 
featuring  New  England 
men  and  the  U.S.  Ski  T 
The  theme:  "Fast,  effect!' 
lief  for  tough  winter  col 

Advertising  spending  fo| 
fizzy   tablets   increased 
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GOLD  PLUS 
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lerican  Eagle  is  the  most  durable  investment  in 
i  bullion  coins  you  can  make.  This  is  true  for  several 
id  reasons.  First,  the  American  Eagle  is  the  only  gold 
?n  coin  whose  weight,  content  and  purity  are  backed 
""ling  less  than  the  (AS.  Government.  Second,  the 
ban  Eagle  contains  one  full  ounce  of  pure  gold  plus 
>rtifying  metals  (silver  and  copf>er)  to  protect  the 
3f  the  coin.  Gold  is  soft,  and  the  extra  metals  make 
in  much  more  durable,  so  scratches  and 
von't  mar  its  beauty  and  reduce  its  value. 
_|re  s  one  more  plus  for  buying  Ameri- 
?!agles.  It's  the  only  investment  you 
_,  nake  that's  worth  its  weight  in  gold. 
"  [financial  experts  recommend 


;,¥ 


American  Eagles  to  diversify  your  investrrtents.  In  fact, 
gold's  performance  over  time  has  been  competitive  with 
stocks,  bonds  and  real  estate. 

American  Eagles  come  in  one  ounce,  V2,  Va  and  Vio 
ounce  sizes;  a  one  ounce  American  Eagle  Silver  Coin  is 
also  available.  You  can  buy  them  at  coin  and  precious 
metals  dealers,  participating  banks  and  brokers.  Their 
price,  of  course,  will  fluctuate  with  the  metals  market. 
Isn't  it  time  you  owned  some  American  Eagles 

as  part  of  your  investments?  After  all,  only 
American  Eagles  give  you  gold  plus. 
For  more  information  on  how  and 
where  to  buy,  call:  1-800-aSA-GOLD 
Ext.  56. 


^> 


AMERICAN  EAGLES.  Worth  their  weight  in  gold.v® 


spokesman  Speedy  Alka-Seltzer 
FinaUy,  a  ttiste  of  its  own  medicine. 


last  year,  to  S48  million,  from  an  esti- 
mated S30  million  in  1984.  Consist- 
ing predominately  of  30-  and  60-sec- 
ond  national  television  spots,  the  ads 
created  by  McCann  Erickson  World- 
wide in  New  York  position  the  prod- 
uct as  a  pain  reliever  like  Tylenol  or 
Bufferin,  and  useful  for  much  more 
than  just  upset  stomachs.  The  theme: 
"Alka-Seltzer  to  the  rescue." 

Another  campaign  jointly  promot- 
ed Alka-Seltzer  with  H&R  Block,  the 
nation's  number  one  tax  preparer. 
The  slogan:  "Alka-Seltzer  to  the  res- 
cue for  tax  time  upsets."  There  has 
also  been  a  renewed  emphasis  on  in- 
store  and  consumer  promotions. 

Line  extensions  and  fresh  advertise- 
ments were  only  part  of  the  solution, 
though.  The  178-person  sales  force 
was  reorganized  to  aim  at  three  im- 


portant,   but    distinct,    market    se 
ments.  One  group  sells  exclusively] 
physicians,  another  to  food  stores  a? 
a  third  to  the  all-important  drugsto 
The  new  cash  also  enabled  Miles 
upgrade  its  production  facilities  wi 
a  $2  million,  high-speed  line  for  eff- 
vescent  products.  The  line  produc 
3,600  tablets  a  minute,  up  from  2,0( 
The  reinvigorated  marketing  stra 
gy    and    stepped-up    production   ; 
working.  Consumers  are  now  ing« 
ing  3  billion  white  foaming  tab 
each  year,  up  from  2  billion  in 
1970s.   Miles'  share  of  the   anta 
market  has  risen  to  13%  and  is  grc 
ing.  This  year  worldwide  revenues 
expected  to  reach  $114  million.  / 
the  cold  remedies  and  that  num 
will  exceed  $170  million.  Now  h 
about  another  chili  dog?  ■ 


An  increasing  number  of  tv  commercials 
now  last  just  15  seconds — ?neaning  more 
messages  in  the  same  time.  Is  this  any  way 
to  treat  a  viewer?  Or  a  client? 

Killing  the 
golden  goose? 


Tl  HREE  YEARS  after  they  were  first 
introduced,  15-second  com- 
mercials have  changed  network 
television  marketing.  Clients  love  the 
15s,  so  far,  because  they  reach  the 
same  size  audience  as  a  30-sccond 
spot  in  the  same  time  slot,  and  for  half 
the  price.  But  advertising  agencies 
and  the  networks  themselves  are  far 
from  thrilled. 

For  agencies,  a  15-second  commer- 
cial represents  more  hassles,  more 
work  and  hardly  more  revenue  in  this 
era  of  tight  bidding  for  new  business. 
For  the  networks  the  15s  mean  more 
clamor  and  more  clutter  in  the  10.5 
minutes  an  hour  they  now  devote  to 
commercials. 

Worse,  both  the  networks  and  the 
agencies  worry  privately  that  15-sec- 
ond spots  will  further  alienate  a  de- 
clining network  television  lulience. 
Although  prime-time  ad\(.:tising 
spending  through  Aug.  31  was  $3.3 


billion,  against  $3.1  billion  a  year  ago, 
A.C.  Nielsen  reports  that  total  prime- 
time  viewership  has  declined  7% 
through  Oct.  3 1  against  the  same  peri- 
od last  year.  Sure,  there  are  lots  of 
reasons:  VCRs,  cable,  the  writers' 
strike.  Maybe  another  reason  is  that 
the  networks  are  now  bombarding  us 
with  320,000  commercials  per  year, 
up  20%  over  1985.  The  number  of  15- 
sccond  commercials  has  grown  from 
8%  of  the  total  to  35%  in  that  period, 
while  the  amount  of  time  actually 
reserved  for  the  showing  of  commer- 
cials remains  the  same.  All  three  net- 
works informally  limit  the  number  of 
commercials  that  can  be  used  in  each 
90-  or  120-second  commercial  break, 
trying  to  avoid  total  viewer  overload. 
Few  doubt,  however,  that  the  cu- 
mulative effect  is  one  of  yet  more 
clutter.  "Everybody's  concerned  that 
more  messages  will  be  perceived  by 
the  viewer  as  one  more  reason  not  to 


watch  commercial  television  and 
turn  instead  to  pay  tv  or  cable.  Pec 
who  see  more  15s  believe  the  amc 
of  time  of  each  commercial  poi 
greater,"  says  Allen  Banks,  media 
rector  at  Saatchi  &.  Saatchi  Advei . 
ing  Inc. 

Does   this   make   good   marketl 
sense?  The  big  advertisers,  especij 
consumer  packaged  goods  mani 
turers,  think  so.  Many  see  the  ISJ 
the    solution    to    TV-time    price, 
creases  that  averaged  5%  more 
fall  compared  with  last  fall.  A I 
second  commercial  reaches  the  sa 
number  of  viewers  on  a  Tuesdai 
9:30  p.m.  on  ABC  as  a  30-second  c| 
mercial.  Yet  the  airtime  costs 
less— $55,000  versus  $110,00C 
the  production  costs  are  less  as 

Lost  in  this  accounting  is  the 
ccm  among  many  at  the  agencies| 
networks  that  the  clients  are  not : 
getting  the  same  impact  from  the 
that  they  get  with  longer  advertij 
messages.  "There  was  a  study  se\[ 
years  ago  which  reported  that  the 
are  at  least  70%  as  effective  as  thd 
second  commercials  when  it  com| 
recall.    I'm    highly    skeptical," 
Marvin    Goldsmith,    national 
manager    for    ABC.    "Our    busil 
changes  week  by  week,  quartej 
quarter.  Two  years  ago  there  wei] 
fewer  15s  on  air.  Where  you  one 
four  commercials  in  a   two- 
pod  we  now  have  five.  What  has| 
done  to  recall?" 

And  what  has  it  done  to  the  coil 
of  building  brand  image?    Pov 
marketers  like  Procter  &.  Gambia 
ver  Brothers,  American  Home 
ucts  and  others  seem  to  believe 
their  famous  brand  names  don't  | 
the    same    reinforcement    that 
ones  do.  Unless  they  have  new  | 
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HELUXURYSEDANFOR 

PEOPLE  WHO  DONT 

ONSIOERANYOFTHEIR 

INCOME  DISPOSABLE. 


Before  you  buy  a  luxury  car 
]  could  drive  you  to  the  poor 
i  se,  we  suggest  you  read  a 
:  )rt  called  The  Complete  Car 
1 1  Guide. 

Compiled  by  an  independent 
i  arch  firm,  the  guide  is  an 
K  iustive  cost  analysis  of  over 
(  different  cars  from  around 
ikvorld. 

h  0(.»0  NOaTH  AMERICA  CORPORATION 


I 


The  bottom  line:  based  on 
purchase  price,  projected  resale 
value  and  estimated  operating  cost 
over  a  five  year  period,  Volvo  740 
Series  cars  were  rated  among  the 
best  overall  economic  values  in 
their  class*  A  class  which  includes 
some  formidable  competition, 
including  the  Acura  Legend, 
Lincoln  Town  Car  and  BMW  325. 


These  results  simply  confirm 
what  we've  said  all  along.  The 
Volvo  740  is  the  luxury  automo- 
bile for  people  who  recognize 
the  difference  between  spending 
money,  and  burning  it 

♦Luxury  cars  under  $25,000  as  determined  by 
IntelliChoice.  Inc.,  San  Jose,  Ca.  Projections  made  for 
1988  model  year  automobiles.  Actual  resale  value  may 
vary  based  on  condition,  mileage,  model,  options, 
method  ofsale  and  other      ^TV^T^JV^ 
factors.  See  an  authorized     ^»  \^M^\f  %J 
Volvo  dealer  for  details.    A  car  vou  can  believe  in. 


If 


uct  stories  to  tell,  they  say  they  no 
longer  need  30  seconds  to  convince 
viewers  that  Crest  or  Colgate  gets 
teeth  v^hiter. 

Hence  in  daytime,  from  10  a.m.  to  4 
p.m.,  when  packaged  goods  advertis- 
ing dominates,  the  shorter  commer- 
cials now  make  up  as  much  as  40%  of 


all  commercials.  Joseph  Ostrow,  di- 
rector of  worldwide  media  for  FCB 
Communications  Inc.,  thinks  the  15s 
work.  "The  15s  don't  communicate 
as  full  a  message  as  the  30s,"  he  says. 
"You're  usually  paying  only  half  the 
cost  of  the  30s,  but  in  terms  of  recall 
you  get  well  above  50%." 


Chas  B  Sbckman 


■<<■ 


You're  right.  There  are  more  TV  commercials  today. 


One-third  of  all  network  commercials  last  a  scant  15  seconds.  The 
result?  There  are  now  20%  more  messages  than  in  1985. 


L_ 
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Soutcc:  Aihitron's  Bromi^asl  Advertners  Reports 


Compare  two  spots  created 
Campbell,  Mithun,  Esty  Advertis: 
in  New  York  for  Noxzema  shav 
cream.  In  the  30-second  version  th 
are  12  distinct  scenes,  including 
close-ups  of  the  product  and  9  shotii 
a  man,  sometimes  half -nude,  shavi 
as  a  beautiful  woman  in  her  bathri! 
looks  on,  admiringly.  There's  eve; 
kiss  between  the  two  that  would  h  / 
done  Clark  Gable  and  Vivien  Le! 
proud  as  the  voice-over  says,  k 
close.  So  clean." 

In  the  1 5 -second  commercial,  thi 
are  only  eight  scenes,  including  tji 
close-ups  of  the  product.  The  big  1^ 
is  gone;   so  are  two  other  cuddJi 
scenes.  But  the  message  is  basic.y 
the  same:  If  you're  a  man  and  you'i 
Noxzema,  you're  going  to  be  irre 
ible  to  women.  "We  spent  30%  of 
budget  this  year  on  the   1 5s 
Thomas  Winner,  executive  vice  p 
dent  and  media  director  for  C 
"Two  years  ago  that  figure  was  1  . 
The  clients  are  just  as  happy." 

And  in  many  cases  they  have  a  r 
to  be.  San  Francisco-based  Hal  Rj 
&  Partners,  for  example,  has  creat 
very  effective  I5-second  commei 
for  the  California  Prune  Board.  In 
succulent  prune  falls  slowly  in  s 
bowl  of  cereal  as  a  voice-over    ! 
listeners,  "Believe  it  or  not,  the  pi . 
has  more  fiber  than  the  cereal."  !n- 
pie  and  effective?  You  bet. 

Already  the  15s  have  had  a  negfvt 
impact  on  viewing  between  10  : 
and  4  p.m.,  a  time  period  that  gt 
ates  $1  billion  in  revenues  a  yeai 
tal  revenues  are  slightly  below  • 
year's  figures,  and  viewership  is  c 
4%.  This  is  bad  news  for  the  -' 
works,  since  daytime  has  always  e: 
their  most  lucrative  period  becau  c 
its  relatively  low  programming  c  ts 
"The   15-second  commercials  : 
factor   in    the   decrease    in   dayii 
viewing,"  says  Larry  Hoffner,  siic 
vice  president  of  sales  for  NBC.  «! 
vertisers   have   begun   to   test  (it 
areas  of  tv.  Ten  years  ago  advert  a 
couldn't  buy  a  7  p.m.  spot  on  a  na 
al  syndication  basis.  It  didn't 
docs  today." 

The  outlook  then?  More  I5-se 
commercials     with     the     netvj 
charging  more  to  air  them.  Af 
demand  for   1 5s  increases,  the 
works  may  well  begin  charging ; 
mium  for  the  shorties.  Instead  o: 
ing  50%  of  the  30-second  rate,  as 
do  now,  look  for  rates  of  65%  or  r 
"The  advertisers  want  more  15.' 
we  want  to  limit  them  to  five  # 
sages    per    two-minute    pod," 
ABC's  Marvin  Goldsmith.  "If  th 
more  demand,  we'll  have  to  c 
more."— I.A.T. 
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Gold,  enamel,  precious  and  semi-precious  stones: 
5/4  in  to  l'/4  in. 
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For  the  executive  or  investor  who  has  yet  to  find  a  business  magazine  that  can  be 
valued  and  enjoyed,  no  gift  could  be  more  welcome  than  a  subscription  to  Forbes.  Every 
other  week,  Forbes  covers  significant  trends  in  finance  and  the  economy,  reviews  the 
track  record  of  individual  companies,  offers  an  array  of  stock  market  experts.  In  a 
business  world,  where  so  much  news  is  routine,  Forbes  offers  the  exciting,  the 
unexpected  and  the  unique.  A  gift  subscription  to  Forbes  is  something  to  remember  and 
be  remembered  by.  To  order  use  the  gift  order  card  in  this  issue,  or  send  your  gift  list  to: 
Forbes,  60  Fifth  Avenue,  New  York,  N.Y.  100 11 
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Personal  Affairs 


Edited  bv  William  G.  Flanagan 


Battery-powered  telephones  are  sprouting 
up  everywhere  and  getting  cheaper  by  the 
minute.  But  watch  out  for  those  line 
charges.  Talk  isnt  cheap. 


Phones  to  go 


By  Edward  Giltenan 


HAVE  YOU  CHECKED  OUT  pricCS 
of  cellular  phones  lately?  You 
may  do  a  double  take.  Five 
years  ago  a  decent  car  phone  would 
have  set  you  back  at  least  $3,500 — 
and  there  was  a  waiting  list.  Today 
you  can  get  a  vastly  improved  model 
for  $400 — sometimes  less.  Some  car 
dealers  even  throw  in  phones  on  luxu- 
ry models  for  free. 

Why  so  cheap?  Think  of  the  phones 
as  razors — and  phone  calls  as  blades. 
The  providers  of  cellular  telephone 
service  have  spent  some  $2.6  billion 
to  build  the  intricate  network  of  cell 
sites  and  switch  stations  that  trans- 


mit conversations  over  radio  air- 
waves. Service  is  now  available  to 
three-quarters  of  the  population.  And 
carriers  arc  hell-bent  on  keeping  those 
airways  humming  with  conversa- 
tions— at  up  to  55  cents  per  minute. 
So  they  give  retailers  commissions  of 
up  to  $200  for  every  phone  sold.  "The 
retailer  can  actually  sell  the  phone  for 
below  his  cost  and  still  make  money 
on  it,"  marvels  Stuart  Crump  Jr.,  edi- 
tor of  Cellular  Sales  &  Marketing,  a 
monthly  newsletter. 

So  far,  1 .6  million  people  use  cellu- 
lar phones,  and  new  customers  are 
signing  up  at  the  rate  of  2,100  a  day. 
Cellular  industry  analyst  Herschel 
Shosteck  estimates  that  70%  of  all 


U.S.  businesses  will  be  using  celh 
phones  by  1995. 

There  are  three  types  of  phone 
car  phones,  transportables  (vl 
heavy  battery  packs)  and  lightweijt 
hand-held  portables  (see  table,  p.  2 
With  competition  fierce,  prices  ■ 
continue  to  drop.  STS  Corp.  of 
Louis,  for  instance,  recently  in 
duced  a  no-frills,  hand-held  ph 
that  sells  for  $695,  at  least  40%  be 
most  hand-held  models.  Not  to 
outdone.  Motorola,  of  Schaumb' 
111.,  offered  the  same  deal.  Each  ph 
is  available  from  its  manufacture 
mail  order,  allowing  the  companie 
avoid  commissions. 

Before  you  buy  any  phone,  hov 
er,  think  about  how  you'll  use  it 
first  blush,  it  might  seem  that  a  h 
weight,  hand-held  phone  that  fit 
your  briefcase  is  the  phone  for  all 
sons.  But  it  has  serious  drawbacks 
signal  is  relatively  weak  and  it  nJ 
frequent  recharging.  And  while  itl 
be  plugged  into  your  car's  cigara 
lighter  receptacle,  it  doesn't  worj 
well  from  cars  as  do  car  phones,  [ 
less  you  buy  special  equipment. 

Transportables,  which  come 
receiver  and  a  handset,  are  not 
But  they  have  a  longer  battery  life 
are  more  powerful  than  hand-helj 
watts  versus  0.6  watt,  as  a  rule), 
nals  will  come  in  clearer  on  trand 
tables  if  you're  calling  from  oul 
the  cluster  of  cell  sites  that  dot  mi 
politan  areas.  They  are  very  popul| 
the  construction  industry. 

When  it  comes  to  car  p£ 
(which  still  make  up  70%  of  the  i 
ket),  there  are  features  on  some] 
models  that  can  make  a  lot  of  i 
including  voice-activation,  autoc 
redial  and  speaker  phones.  Accii^ 
have  been  caused  by  drivers 
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Mobile  pjbone  menu 

Now  that 

many  of  the  kinks  have  been  worked  out  of  cellular  transmis- 

sion  systems,  manufacturers 

are  getting  adventurous. 

Car  phones  come 

with  voice-activated  dialing 

and  squawk-box  features  that  free  your 

hands  for  driving.  Many  trans] 

portables  and  hand-held  phones  can  now  be 

hooked  up  to  a  car's  antenna 

tor  maximum  power  and  best  reception. 

Cat  phones 

Transportables 

Hand-held 

Leading 

Audiovox,  Panasonic, 

NEC,  Motorola, 

GE,  Hitachi, 

brands 

NEC,  OKI,  Mitsubishi, 

Audiovox,  Mit- 

Mobira, Motor- 

Motorola, Uniden,  GE, 

subishi,  OKI, 

ola,  NEC, 

Mobira,  Novatel 

Technophone,  GE, 

Novatel,  Radio 

Radio  Shack, 

Shack,  STS, 

Diamond  Tel, 

Technophone, 

Novatel 

Mitsubishi 

Battery 

Runs  off  car's 

24  hours  standby, 

8  hours  standby. 

capacity 

electrical  system 

1-3  hours  talk  time 

1-2  hours  talk  time 

Weight 

NA 

4-14  pounds 

16-30  ounces 

Price 

$400-$800 

$600-$  1,000 

$l,200-$2,000 

Comments 

Best  overall  recep- 

Better reception 

Fits  snugly  in 

tion,  especially  with 

than  hand-helds  on 

briefcase  but 

rooftop  antenna.  Offers 

periphery  of  cities. 

needs  frequent 

clearest  signals  in  con- 

Not for  toting  around. 

recharging. 

gested  city  centers. 

NA;  Not  applicable. 

Sources:  Herschel  Shosteck  Associates.  Ltd.;  Stuart  Crump  Jr. 

Cellular  Sales  &  Marketing. 

with  phones  when  they  should  be 
keeping  their  eyes  on  the  road. 

Whatever  phone  you  buy,  be  pre- 
pared for  hefty  usage  fees.  The  average 
monthly  cellular  phone  bill  works  out 
to  $95,  but  it  can  skyrocket,  especial- 
ly if  you  travel.  Carriers  charge  out-of- 
town  users  extra  fees  to  make  calls 
from  their  cities.  In  the  Baltimore- 


Washington  area,  the  charge  to  local 
users  in  prime  time  is  36  cents  to  50 
cents  a  minute.  The  roamer  charge  to 
visitors  is  65  cents  a  minute,  plus  $2 
a  day. 

You  can  avoid  some  roamer  charges 
with  hand-held  phones.  Many  models 
include  a  feature  that  allows  you  to 
register  the  phone  as  a  local  phone  in 


one  city  that  you  travel  to  regula 
And  hand-held  models  from  Tech( 
phone  let  you  register  locally  va\ 
many  as  eight  cities.  This  feature  y\ 
soon  become  standard  on  transpoj 
bles  and  car  phones  as  well. 

And  note:  Cellular  phones  are  : 
immune  to  the  same  telephone  c  i 
ter  you  get  now,  as  more  potena 
callers  get  your  number.  So  it  ma  • 
sense  to  continue  using  your  bei 
service    to    screen    calls — especi 
since,  with  cellular  phones,  you 
for  incoming  as  well  as  outgoing  c, 

One  other  thing  to  keep  in  n 
with  cellular  phones:    security.  . 
though  Congress  has  made  it  ilia 
to  listen  in  on  cellular  conversati'  s 
your  conversation  is  going  out  'z 
the    airwaves    and    can    easily 
picked  up  by  anyone   casually 
dling  around  with  a  scanner,  a- 
able  at  most  electronics  shops, 
lular    conversations    can    even 
picked  up  over  UHF  television  cId 
nels.    More    determined    eavesd 
pers,     using    sophisticated    dev 
called  spectrum  analyzers,  can  c 
zero  in  on  your  conversation  as  )i 
drive  from  one  cell  to  another. 

Warns  James  Ross,  president  ot:t 
Communications    Security   Assc 
tion,  "Don't  say  anything  over  x 
phone  that  you  wouldn't  want  scif 
one  to  hear.  When  you  talk  ov 
cellular  phone,  you're  broadcast!; 


Rare  coitjs  have  been  hailed  by  dealers  as  the  hwestmefit  sleepe)- 
of  the  past  two  decades.  But  rare  according  to  whom? 

Heads  they  win, 
tails  you  lose 


r>imiti.\>  Fcms 


W/j/Zt'  almost  identicul  to  the  nuked  eye,  t/je  U.S.  $20  Saint  Gaudetis  on  the  left  is 
slightly  uoni  (grade MS-bJi  .iking  it  worth  $2,800  less  tlxin  t/je  $3,500  coin  at 
right  (grade  MS-65) 


260 


Y'ou  can't  fault  Dr.  Martm  Cn 
on  his  intentions.  The  South  V 
mouth,   Mass.   obstetrician  inve 
$68,555  in  46  rare  coins  from  19 
1985,  acting  on  the  advice  of  hil 
nancial  plarmer. 

After  all,  rare  coins  often  top  th  ii 
parade  of  investments.  Take  thtit 
nual  investment  report  compile  b 
Salomon  Brothers.  The  firm,  wc 
does  no  business  in  coins,  this  a 
ranks  rare  coins'  15%  compound!) 
nual  return  as  the  top-performino 
vestment  over  the  past  two  decac*' 
beating  everything  from  gold  anc4 
Master  paintings  to  stocks,  b(4 
and  even  real  estate. 

That  should  have  cheered  1 
Crane.  But  when  he  commissiori 
second  appraisal  of  his  coin  port! 
he  was  shocked  to  learn  that  his  i| 
were  worth  only  about  $15,0i 
less  than  what  he  had  paid  for 

What  gives?  You  guessed  it- 
rare  coins  have  proved  big  winne 
paper  (such  as  price  guides),  too 
buyers   are   not   getting   what 
think  the  coins  are  worth. 

Salomon's  figures,  for  exampli* 
based  on  data  from  Stack's,  a  re  t 
ble  New  York  coin  dealer.  But  * 
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Since  1735  there  has 

NEVER  BEEN  A  Q^UARTZ  BlANCPAIN  WATCH 

And  there  never  will  be. 


IB 


BlancpaiN 


Faithful  to  the  traditional  art  of  watchma- 
king, each  watch  is  still  assembled,  pol- 
ished and  finished  by  hand  by  the  indivi- 
dual watchmaker. 

In  all,  only  four  ladies'  watches  and  six 
men's  watches,  each  individually  signed 
and  numbered,  leave  our  workshops  at 
the  end  of  the  day. 

BOSTON  Ooffmann  DETROIT  Sctiuboi   HARTFORD  Green  &  Steven   KANSAS  CITY  Tiuol   lOS  ANGELES  Princess  Efmine  NEW  YORK  Cellini.  Tourneau.Wempe  NEWPORT  BEACH  Moboco  OMAHA  Borsheim's  TORONTO 
European  Jewellery    BERMUDES  Crisson    GRAND  CAYMAN  Dennis  Smiih    ST  BARTHELEMY  Poini  Or    ST  MAARTEN  La  Romana    ST  THOMAS  Riviera 
Inlormanon  by  BLANCPAIN  SA  -  CH  1348  Le  Brassus  -  Swiuerland  -  Ti  453420  Tel  01041  21  B54092 


are  based  on  a  market  basket  of  just  20 
rare  coins,  of  which  only  1 1  are  wide- 
ly traded.  (Furthermore,  commissions 
are  not  figured  in.  And  in  some  cases, 
especially  where  middlemen  such  as 
financial  planners  are  concerned,  they 
can  be  as  high  as  50%.) 

"A  lot  of  highly  educated  people  get 
a  Salomon  Brothers  report  wafted  in 
front  of  them  and  are  ready  to  plunk 
down  $10,000  for  coins  without 
thinking  about  who  they're  buying 
from,"  says  Phoebe  Morse,  regional 
director  of  the  Federal  Trade  Com- 
mission's Boston  office. 

The  traditional  problem  has  been 
overgrading  of  coins.  Already  this 
year  state  and  federal  officials  are 
prosecuting  coin  telemarketing 
cheats  in  Arizona,  California,  Geor- 
gia, Minnesota,  New  York  and  Wash- 
ington that  have  cost  investors  an  es- 
timated $25  million. 

Recognizing  the  need  for  standard- 
ized coin  grading,  the  industry  has 
turned  to  professional  grading  ser- 
vices. That  way  even  neophytes  can 
be  somewhat  assured  that  the  rare 
coins  they  are  buying  are  indeed  as 
rare  as  they  are  represented  to  be. 

"The  emergence  of  third-party  grad- 
ing services  has  taken  the  suspicion 
off  small  coin  dealers  so  that  coins 
can  be  bought  and  sold  on  a  sight- 
unseen  basis,  and  that's  improved  li- 
quidity," says  Beth  Deisher,  editor  of 
the  trade  newspaper  Coin  World 

Coin  grading  services,  which  came 
on  the  scene  within  the  last  five  years, 
rate  the  condition  of  coins  and  encase 
them  in  tamper-proof  plastic  cases. 
"Certified  encapsulated  coins  seem  to 
answer  a  need  for  those  people  who 
want  to  invest  in  coins  but  don't  have 
the  time  to  learn  about  grading,"  says 
Deisher.  Indeed,  the  move  to  certified 
coins  has  helped  move  coin  collecting 
from  its  principal  domain  of  hobby- 
ists to  one  of  the  fastest-growing  areas 
of  speculative  investments.  In  less 
than  three  years  certified  coins  have 
come  to  represent  nearly  half  of  all 
coin  trading  volume. 

Though  some  20  certification  ser- 
vices now  exist,  4  companies  domi- 
nate the  market:  Professional  Coin 
Grading  Service  in  Newport  Beach, 
Calif.;  Numismatic  Guaranty  Corpo- 
ration in  Parsippany,  N.J.;  Numismat- 
ic Certification  Institute  in  Dallas; 
and  the  American  Numismatic  Asso- 
ciation Certification  Service  in  Colo- 
rado Springs,  Colo.  Each  of  these  ser- 
vices uses  at  least  two  grading  experts 
to  rate  coins  and  then  assigns  a  con- 
sensus grade.  (Coins  are  graded  on  a  1- 
70  scale  of  condition,  on  which  I  is 
the  lowest  and  70  is  the  highest.) 

But  while  the  certification  business 


has  brought  some  sorely  needed  uni- 
formity to  grading,  it  still  remains 
highly  subjective.  Each  grading  com- 
pany interprets  grading  standards  dif- 
ferently. For  instance,  a  1 -ounce  Saint 
Gaudens  double  eagle  certified  as  a 
Mint  State  65  by  Professional  Coin 
Grading  Service  and  worth  $2,725 
could  be  knocked  down  to  Mint  State 
64  and  be  valued  at  $1,200  by  Numis- 
matic Guaranty  Corp.,  the  industry's 
strictest  grading  service.  Only  two 
services,  ANACS  and  NGC,  are  truly 
independent  and  not  tied  to  coin 
dealers. 

Prices  paid  for  the  exact  same  coin 
can  still  vary  widely  from  one  dealer 
to  another  even  when  there  is  no  argu- 
ment on  the  grading.  Coins  trade 
through  a  network  of  national  price 
sheets,  teletype  systems  and  comput- 
er links.  But  coin  brokers  don't  have 
to  "make  a  market"  in  coins,  so  20% 
to  50%  spreads  between  bid/ask 
prices  are  commonplace. 

If  you  are  serious  about  investing 
directly  in  coins,  you  owe  it  to  your- 
self to  bone  up  on  what  is  still  a  so- 
phisticated game. 

Two  good  places  to  start  are  the 
"consumer  alert"  on  investing  in  rare 
coins  published  jointly  by  the  Federal 
Trade  Commission  and  the  American 
Numismatic  Association,  available  at 
no  cost  by  writing  the  ANA  at  818  N. 
Cascade  Ave.,  Colorado  Springs, 
Colo.  8090v^;  and  the  second  edition  of 
TIk'  Coin  Collecloi's  Simiral  Manual 
(Prentice  Hall  Press,  $12.95)  by  Scott 
Travers,  a  New  York  City  coin  dealer. 


Note:  You  can  check  on  your  deal 
through  an  accreditation  prograi 
that  has  been  launched  by  the  Indu 
try  Council  for  Tangible  Assets.  Ca 
ICTA  (202-783-3500)  and  give  tl 
dealer's  name. 

The  accreditation  program  is  volui 
tary.  The  ICTA  takes  no  legal  actic 
against  dealers  who  violate  its  sta; 
dards.  (It  may,  however,  restrict  the 
from  using  the  program's  credentials 

You  can  avoid  all  these  problems, 
a  price  of  course,  by  buying  into  one 
the  limited  partnerships  now  fon 
ing.  Last  August,  Merrill  Lynch  beg.- 
selling  its  $40  million  Athena  Fund 
the  second  of  two  seven-year  limiti 
partnerships  that  invest  in  ancie; 
Greek,  Roman  and  Byzantine  coir 
Merrill's  first  limited  partnership,  t) 
$7.3  million  Athena  Fund  I,  w 
formed  in  the  summer  of  1986  and  h 
so  far  realized  a  36%  net  gain  on  i 
coin  portfolio.  Both  funds  are  ma 
aged  by  Bruce  McNall,  a  noted  num 
matist  and  owner  of  the  Los  Angel 
Kings  hockey  team. 

And  this  month  Hollywood,  Fl 
based  Numismatic  Ventures  plans 
roll  out  its  Numismatic  Partners  I 
$7.5  million  11-year  limited  partn( 
ship  that  will  invest  in  rare  U.S.  a 
foreign  coins  and  zero  coupon  Tr< 
sury  bills.  The  idea  is,  no  mati 
how  the  coin  portfolio  does,  the 
coupon  bonds  will  assure  that 
get  at  least  your  money  back  wl 
the  partnership  liquidates, 
would  still  be  out  the  opport 
cost,  of  course.) — Michael  Fritz 


For  serious  train  lovers  only 

Salcn  Lindblad  Cruising,  those  dar- 
ing tour  operators  who  will  sail 
you  to  the  South  Pole  or  up  the  Ama- 
zon River,  have  taken  to  the  rail- 
roads— in  their  characteristic,  adven- 


turesome way. 

"Great     Train     Journeys     of 
World"  is  a  series  of  seven  exotic  1 
for  serious  travelers,  most  involt 
extensive  railroad  passages,  thro 
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V  all  otMes- celebrations,  in  all  ot loves  languages,  only  a  diamond  is  forever.     S^ 


Europe,  Asia  and  South  America. 

Here's  a  brief  description  of  each: 

"The  Istanbul  Train"  has  perhaps 
the  most  conventional  itinerary:  Lon- 
don, Paris,  Salzburg,  Vierma,  Bucha- 
rest, Sinaia,  Vama,  Istanbul  (18  days, 
$3,900). 

"A  Passage  to  China  on  the  Central 
Kingdom  Express"  links  London  and 
Hong  Kong  by  rail  via  Paris,  Berlin, 
Warsaw,  Moscov^^,  Irkutsk,  Ulan  Ba- 
tor, Datong,  Beijing,  Xian,  Luoyang, 
Nanjing,  Shanghai  and  Guangzhou 
(46  days,  $5,500). 

"The  Butterworth  Express"  travels 
the  steamy  Malay  Peninsula  by  train, 
beginning  in  Bangkok  with  stops  in 
Hua  Hin,  Penang,  Cameron  High- 
lands and  Kuala  Lumpur  before  pull- 
ing into  Singapore  (17  days,  $2,400). 

"On  the  Tracks  of  Marco  Polo"  fol- 
lows the  route  of  the  Istanbul  train 
before  heading  eastward  through  cen- 
tral Asia,  terminating  in  Xian,  China, 
a  total  distance  of  over  7,000  miles  (49 
days,  $8,800). 

"The  Golden  Road  to  Far  Cathay" 
links  London,  Leningrad  and  Hong 
Kong,  mostly  by  air,  but  with  train, 
motor  coach  and  boat  trips  en  route 
across  the  vast  expanses  from  Bukha- 
ra to  Shanghai  (39  days,  $5,222). 

"On  the  Tracks  to  Santiago  de 
Compostela"  commences  in  Madrid, 
by  road  to  Salamanca  and  Zamora, 
thence  by  narrow-gauge  railway  train 
up  to  and  along  the  northern  coast  of 
Spain,  ending  in  the  ancient  pilgrim 
town  of  Santiago  de  Compostela  (17 
days,  $3,135.) 

"The  Patagonian  Express"  traverses 
the  South  American  continent  from 
Colombia,  through  Ecuador  to  the 
Galapagos,  to  Peru,  Bolivia  and  then 
down  the  coast  to  Chile.  Most  of  the 
travel  is  by  air,  with  some  stretches 
by  train,  including  the  leg  from  Santi- 
ago to  Puerto  Montt  (32  days,  $6,100). 

All  trips  (except  the  Patagonian  Ex- 
press) include  a  three-day  stay  in  En- 
gland at  Wyck  Hill  House,  on  the  out- 
skirts of  Oxford,  where  appropriate 
lectures  are  given  before  the  trips 
commence.  For  more  information, 
contact  Salcn  Lindblad,  133  E.  55th 
St.,  New  York,  N.Y.  10022,  212-751- 
2300.— W.G.F. 

Tour  disability  coverage 
may  have  gaps 

Nobody  likes  to  dwell  on  them,  but 
the  statistics  on  disability  are 
chilling.  At  35,  you  have  a  45% 
chance  of  being  disabled  for  90  days  or 
more  before  reaching  65.  Even  at  55, 
the  probability  is  26%.  And  at  55, 
40%  of  those  who  become  disabled 
will  be  disabled  for  life. 


264 


Thank  heaven  for  group  long-term 
disability  policies,  available  through 
your  employer  or  trade  association  for 
just  a  few  dollars  a  week.  But  group 
policies  have  some  serious  limita- 
tions. For  one  thing,  they  are  not  usu- 
ally portable.  A  health  problem  could 
wed  you  to  your  employer  tighter 
than  you  think.  Take  the  recent  case 
of  a  stockbroker  about  to  jump  ship. 
The  potential  employer  had  no  group 
coverage;  employees  bought  their 
own.  But  the  broker  couldn't  qualify 
for  an  independent  policy,  since  he'd 
recently  had  a  heart  attack.  He  had  no 
choice  but  to  stay  where  he  was.  (Por- 
table disability  coverage  is  gaining 
ground  as  an  executive  perk,  however, 
so  you  might  negotiate  with  your  cur- 
rent employer.) 

Your  plan's  maximum  coverage 
may  not  be  enough.  Group  benefits 
usually  pay  a  maximum  of  70%  of 
your  annual  salary — not  including  bo- 
nuses or  commissions. 

Other  drawbacks:  There  may  not  be 
a  cost  of  living  adjustment;  and  you 
may  not  be  covered  for  a  partial  dis- 
ability. And  then  there  is  the  matter 
of  definitions.  "Disability"  is  general- 
ly defined  one  of  three  ways:  unable  to 
perform  your  own  occupation;  unable 
to  perform  any  occupation  to  which 
you  are  suited  by  experience  or  train- 
ing; or  unable  to  perform  any  occupa- 
tion at  all.  Check  which  one  your 
group  policy  uses.  Obviously,  "own 
occupation"  coverage  is  best. 

If  your  group  policy  has  serious 
shortcomings,  consider  a  personal  dis- 
ability policy.  But  it  won't  be  cheap. 
Suppose  you  want  a  benefit  of  $4,000 
a  month,   or  $48,000  a  year.   With 


i 


Provident  Life  &  Casualty  Insur 
Chattanooga,    Tenn.,    a   45-year 
male,  nonsmoking  executive  w 
pay  some  $1,950  a  year  for  "own 
pation"  coverage  to  age  65,  assuri 
a  60-day  wait  after  being  disableci 
fore  receiving  benefits.  Stretchi  i 
that  waiting  period  trims  the 
The  executive  would  pay  $1,520 
waited  six  months  for  benefits. 

You  can  also  trim  costs  by  cr( 
your  own  group.  If  a  dozen  execu 
at  your  firm  buy  policies  together 
could  get  a  10%-to-I5%  diso 
Note:  If  your  firm  pays  your  pi 
urns,  any  benefits  are  taxable, 
pay  your  own  premiums,  the  be: 
are  tax-free. 

Shopping  for  disability  insur, 
tricky.  Your  premium  depend 
how  the  insurer  rates  your  oo 
tion,  and  each  insurer  differs.  F( 
stance,  a  certified  financial  pis 
pays  the  lowest  premiums  at  P 
dent,  but  somewhat  more  at  Mor 
Life  Insurance.  Advises  David 
kamp,  a  Garden  City,  N.Y.  insiu 
agent,  "Look  for  an  insurer  that 
your  profession  in  its  top  occupa 
al  class.  The  prices  and  definitio 
disability  are  better  and  ridep 
more  available." 

Other  important  factors:  Lool 
policy  that  is  guaranteed  rene' 
which  means  the  carrier  can't  ca 
You  can  also  shop  for  riders.  A  re 
al  rider  covers  you  when  you 
work  only  part  time.  A  partial-di; 
ity  rider  supplements  your  incor 
after  your  disability,  you  have  to 
a  lower-paying  job.  Beware:  Son: 
surers  factor  in  unearned  ini 
when  figuring  your  income  loss 
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JeaneJ.  Kirkpatrick 


Barbara  Walters 
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32,000 
10  issues  per  year 


45.000 
Monthly 


31000 
Bi-Monthly 


91000 
5  issues  per  year 


Tom  Selleck 


John  Kenneth  Galbraith 


Bill  Bradley 


Lester  Thurow 


Alvin  Toffler 


05.000 
Bi-Weekly 


120.000 
Bi- Weekly 


92.500 
Weekly 


75.000 
8  issues  per  year 


60.000 
Monthly 


Reach  for  theTop  Readers. 

ii  ue  concept  in  magazine  advertising.  One  phone  call  to  The  Leadership  Network  gets  your  message  in  each  of 
>t  op  magazines  which  together  influence  almost  2  million  of  Americas  bri^test  and  best  Call  Rob  Sennott  at 

(22)684-5500. 


%SM  Network 


Leadership 
Network 

254  FIFTH  AVENUE,  NEW  YORK,  NY  10001  (212)684-5500 


Read  two  at  night, 
Wake  inspired  in  the 
morning 

The  original  volume  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  was  a  bedside 
book,  a  traveling  companion,  an  ideal  birthday 
or  holiday  gift,  even  part  of  the  new  employee 
program  at  a  firm  of  business  consultants. 

Now  in  a  handsome  blue  cloth  slipcase,  the 
expanded  two-volume  edition  of  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
being  offered  to  Forbes  readers. 

The  result  of  patient  culling  month  by  month 
over  a  number  of  years,  each  volume  contains 
some  3,500  polished  gems  of  wisdom  from 
the  great  authors  of  Greece  and  Rome  down 
to  our  own  day. 

The  pages  are  generously  laid  out  on  good 
quality  paper,  a  pleasure  to  browse  through  and 
savor  at  random,  a  Thought  or  two  at  a  time. 
Alternatively,  a  special  index  allows  the  pursuit 
of  themes  such  as  thoughts  on  Courage,  Patriotism, 
Faith,  Romance  and  Taxes. 

The  binding  is  blue  cloth  with  matching  slipcase.  The  lettering  on  the 
spine  is  imprinted  in  gold. 

The  price  for  the  two  volume  set,  $31 .95,  is  a  nice  saving  on  the  per  volume 
price  of  $18.50.  To  order,  simply  fill  out  and  mail  the  coupon  below. 


The  original  volume.  500  pages,  approximately 
3,500  Thoughts.  Same  binding  as  two-volume  set. 
Only$18.50 


Forbes 


DEPT  T.,  60  FIFTH  AVENUE,  NEW  YORK,  NY  10011 


[     I  Send  me  the  2-volume  boxed  set  of  The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life.  My  check  for  the  special  price  of  $31 .95  enclosed. 

I     I  Send  me  the  original  one-volume  collection.  My  check  for  $18.50  enclosed. 
Send  to 


(please  pnnt) 


Address 


City 


State 


Zip 


G  Charge  my  credit  card 

□  American  Express 

□  MasteiCard 
D  VISA 


All  prices  include  postage  and  handling  charges.  Please  add 
appropnate  sales  tax  on  New  York  State  orders  and  ottwr 
slates  where  applicable. 


Credit  Card  Number 


Expiration  date 


ers  include  just  salary. 

Your  other  option,  of  course, 
self-insure.  That  is  a  reasonable  i 
sion  for  some,  but  it  is  a  decision  i 
made  now,  instead  of  when  a  ci 
arises. — Laura  R.  Walbert  fl 

Those  shrinking 
debt  deductions 

In  the  wake  of  the  1986  tax 
how  much  of  the  interest  that 
pay  on  consumer  loans  is  deduct 

a)  None 

b)  20% 

c)  40% 
Go  to  the  head  of  the  class  i 

chose  c.  But  you  were  on  the 
track  if  you  chose  either  of  the 
answers.  The  deductibility  of  int 
on  such  consumer  debt  as  per 
and  auto  loans  and  credit  cards 
ing  phased  out  completely.  In 
the  amount  allowed  will  be  20 
1990,  10%;  in  1991,  none. 

One  way  of  keeping  full  deduc 
ity  of  interest  paid  on  those  deb 
of  course,  to  arrange  a  home  et 
loan.  You  use  the  proceeds  to  p; 
the  consumer  loans,  and  the  ] 
equity  loan  is  still  fully  deductil 

But  now  there  are  limits  on 
popular  dodge.  If  you  are  marriet 
ing  jointly,  the  maximum  amou 
debt  a  taxpayer  can  treat  as  hom 
uity  indebtedness  is  $10( 
(S50,000  if  you  are  filing  separa 
Debt  on  anything  above  that  am 
is  not  deductible  on  new  home  e^ 
loans  (except  on  loans  used  for 
ness  or  the  purchase  of  stocks,  I 
and  rental  property;  check  for  sp 
limits).  If  your  home  equity  deb 
incurred  prior  to  Oct.  13,  1987, 
ever,  you  can  still  generally  dedu 
the  interest  you  pay. 

There  is  another  nasty  wrinkle 
this  year  if  you're  buying,  buildi 
improving  a  principal  or  second) 
(or  a  boat  that  would  qualify 
second  home — that  is,  if  it  has  a 
galley  and  sleeping  quarters), 
maximum  indebtedness  on  whii 
terest  is  deductible  is  now  $1  m 
($500,000  if  married  and  filing 
ratcly).  When  it  comes  to  housi 
some  parts  of  this  country,  mi 
dollar  mortgages  are  commonpl. 

Even  the  deductibility  of  ii 
ment  interest  (on  the  loans  you  i 
make  investments)  is  dropping 
This  year  you  can  claim  only  tl 
vestment  interest  you  pay  to  tl 
tent  of  your  investment  income 
dcnds,  interest,  capital  gains 
losses),  plus  $4,000.  Next  ycart), 
ditional  cushion  is  $2,000,  ai 
1991  it  disappears.— W.G.F. 


i 


266 


FORBES,  DECEMBER  I2| 


Time,  the  eternal  dilemma. 


■'erhaps  not. 

At  Audemars  Piguet,  we  view  time  as 
iniquely  personal;  never  more  so  than  in 
he  choice  of  a  watch. 

Look  closely  at  the  three  pictured  watches; 
•ach  handmade  and  therefore,  limited:  each 
iwiss;  and  each  with  a  totally  different  ap- 
)roach  to  time. 

'To  the  left,  understated  time;  the  classic 
trap  watch  in  18K  gold  with  automatic 
lovement,  calendar  and  sweep  second 
and. 

Next,  endless  time;  the  Perpetual  Calen- 
ar  in  18K  gold  with  automatic  movement 
lat  indicates  the  date,  the  day,  the  month, 
nd  the  phases  of  the  moon. 


Finally  measured  time;  the  Chronograph 
in  18K  gold  with  deployment  buckle  and 
automatic  movement  that  measures  time  in 
split-seconds,  seconds,  minutes  and  hours. 

But  perhaps  by  solving  the  dilemma  of 
time,  Audemars  Piguet  has  only  managed 
to  create  another: 

The  dilemma  of  choice. 


Meiais  Piguet 

The  most  exclusive  watch 


Found  only  at  the  most 
For  catalog,  send  $  5  to  Audemars  Pig 


exclusive  lewelers. 

uet,  350  Fifth  Avenue,  NYC  I0II8 


On  the  Docket 


For  years  a  federal  law  has  chained  busi- 
ness employers  to  the  pension  plans  of  their 
workers.  Now  a  New  York  court  case  could 
make  matters  even  worse. 


Employers  beware 


By  Deirdre  Fanning 


EVER  SINCE  Senators  Jacob  Javits 
and  Harrison  Williams  Jr.  suc- 
ceeded in  pushing  the  Multi- 
employer Pension  Plan  Amendments 
Act  through  Congress  in  1980,  many 
small  businesses  contributing  to  un- 
derfunded plans  have  been 
reeling  at  vi'hat  the  law  has 
done  to  them.  If  and  when 
they  decide  to  go  out  of 
business — whether  through 
retirement,   bankruptcy  or 
even  selling  out  to  another 
company — the  hapless 

owners  have  had  to  make 
mandated  payments  to  the 
plans.  The  price  of  settling 
up  can  be  painfully  high. 

The  idea  behind  the  so- 
called  withdrawal  liability 
law  is  simple  and  wcll-in- 
tentioned.  Many  pension 
plans  are  underfunded.  This 
IS  allowed  by  the  Employee 
Retirement  Income  Securi- 
ty Act  of  1974  (ERISA);  the 
1980  amendment  is  de- 
signed to  protect  employers 
in  multi-employer  plans 
from  having  to  make  good 
in  the  future  on  any  under- 
funded benefit  obligations  to  workers 
whose  companies  no  longer  partici- 
pate in  the  plan. 

The  cost  to  companies  that  want  to 
close  down  their  business  for  any  rea- 
son at  all  can  easily  reach  six  figures. 
If  employers  wish  to  dispute  a  claim, 
generaliv  they  must  arbitrate  it  with- 
in 60  days  or  lo-c  all  future  rights.  Yet 
njany  small  employers  without  ar- 
mies of  law>\  i  s  to  advise  them  aren't 


even  aware  of  the  law's  existence  un- 
til they  close  up  shop  and  get  socked 
with  the  bill. 

Now  a  case  involving  the  national 
retirement  fund  of  the  International 
Ladies'  Garment  Workers'  Union  in  a 
New  York  federal  court  may  make  the 
situation  even  worse.  If  the  union  has 


(.has  B  sLukman 


^vV 


Mi 


,JZ> 


Its  way,  withdrawal  liability  settle- 
ments made  years  ago  could  be  re- 
opened and  actually  adjusted  upward. 
The  case  involves  12  small  New 
York  garment  companies  that  liqui- 
dated their  businesses  between  1982 
and  1985.  Because  they  all  contribut- 
ed to  a  multi-employer  benefits  plan 
administered  by  the  ILGWU  for  its 
national  retirement  fund,  the  compa- 
nies were  assessed — and  eventually 


paid — a  withdrawal  liability  j 
amounts  ranging  from  around  $9 
to  $80,000  each. 

But  in  1986,  in  an  unrelated  ca 
California  federal  appeals  court  i| 
preted  the  definition  of  corporat 
solvency  so  that  many  solvent 
panies  seeking  to  liquidate  mightl 
be  found  insolvent.  Meanwhile,  il 
the  1980  act,  insolvent  liquid! 
companies  may  pay  more  of  thel 
maining  assets  as  withdrawal  if 
ities  than  they  would  if  they 
solvent. 

Now  the  ILGWU  is  going  afte 
12    small    apparel    companies 
again.  The  union  is  claiming  tha 
der  the  California  ruling  all  the 
panies  would  have  been  found  J 
vent  at  the  time  of  their  liquid/ 
The  apparel  companies  naturall| 
pose  the  union's  stance  and  have 
suit  in  New  York  in  order  to  hal 
attempt.  If  the  judge  agrees  witj 
ILGWU,  those  companies  could  f 
sessed  up  to  100%  of  their  vail 
withdrawal  liability  rather  thai 
30%   payment  figure  that  hadf 
settled  upon  at  the  time. 

"|Such  a  decision]  undermine 
legal  concept  that  when  you  sel 
case,  that's  the  end  of  it,"  saysl 
York  attorney  Stanley  HalperinJ 
yer  for  the  garment  ccj 
nies.  "The  whole  bal 
Anglo-American  coi 
law  is  that  you  can  relj 
contract  made." 

Halperin  has  a  poir 
the  bigger  problem  1| 
the  idea  of  withdrav 
ability  itself.  For  large 
panies  with  deep  pel 
withdrawal  liability  if 
ly  a  threatening  issuj 
for  a  small  business 
that  has  been  driver 
the  market  by  a  bigge^ 
petitor,  or  perhaps  ji 
advancing      age      of| 
founder,  withdrawal 
ity  IS  an  ominous — a 
ten  devastating — lav 
virtually  shackles  \\ 
his     employees' 
plan  whether  he  closj 
business  or  not. 
The  obvious  solut] 
to  require  all  pension  funds  to  1 
funded.  Sure,  that  would  cost  bl 
ployers  plenty.  But  small  and| 
um-size  firms  have  created  mor; 
10  million  new  jobs  in  this  ec(] 
since  1976.  Congress  in  its 
has  decided  to  punish  them  fo| 
entrepreneurial      risk-taking, 
hope  the  federal  district  court] 
New  York  case  doesn't  decide 
the  same.  ■ 
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It  is  more  than  an  airborne 


limousine  or  corporate 


status  symbol.  It  is  a  pure 


aeronautical  creation  that 


combines  the  most  advanced 


technology  and  the  highest 


quality  in  corporate  aviation. 


Designed  and  built  with 


X 


«!>>i 


V 


more  integrity,  it  performs 


with  more  integrity.  Serving 


its  owner  at  unparalleled 


levels  of  speed  and  efficiency 
and  safety  and  reliability. 


It  is  more  than  a  business  jet. 


It  is  the  Falcon  Jet. 


A  higher  standard. 


-or  information,  call  Roger  Hazelton, 

iemor  Vice  President  of  Marketing,  at  (201)393-8056 


FalconJei 

Teterboro.  New  Jersey  07608 


Faces 

Behind  the  Figures 


Edited  by  Robert  T.  Grieves 


Broadcaster  blues 

Of  the  nation's  543  VHF  broadcast 
television  stations,  about  10%  are 
up  for  sale,  but  buyers  are  scarce. 
Why?  John  Backe,  chairman  of  the 
Manhattan-based  Backe  Group,  a 
communications  investment  group, 
thinks  prices  are  too  high.  They  began 
climbing  two  to  three  years  ago  be- 
cause of  the  huge  amount  of  money 
available  to  finance  such  purchases 
and  the  large  number  of  buyers  eager 
to  get  in.  Eventually,  prices  reached  as 
high  as  15  times  cash  flow  in  some 
markets.  But  many  of  the  deals  were 
highly  leveraged,  and  the  fragmenta- 
tion of  the  television  audience 
(Forbes,  Oct.  17]  has  led  to  cuts  in 
advertising  rates  that  have  put  many 
owners  in  a  cash  squeeze.  Thus  the 
rush  to  sell.  "Right  now  television 


station  prices  are  around  12  to  14 
times  cash  flow,  and  no  one's  touch- 
ing them,"  Backe  says.  "But  at  10 
times  cash  flow  they're  a  good  busi- 
ness to  own,  and  I  think  you'll  see 
those  prices  next  year." 

Backe,  56,  should  know  something 
about  the  market.  From  1976  to  1980 
he  was  president  of  CBS.  After  he  had 
a  falling  out  with  Chairman  William 
Paley,  Backe  left  to  start  his  own  firm, 
which  bought  three  CBS  affiliates  for 
8  times  cash  flow.  Two  years  later  he 
sold  them  for  12  times  cash  flow. 
Backe's  advice  to  would-be  television 
station  buyers?  "Wait  for  the  right 
price,  and  pick  a  network  affiliate  in  a 
growing  area  of  the  country,"  he 
says.— R.T.G. 


Location,  location,  locati 

The  secret  is  having  something 
Chinese  want,  in  a  place 
they  can  find  it."  So  says  Ta- 
Wang,  vice  president  of  Kenti 
Fried  Chicken's  Southeast 
China  operation.  Wang  is  tal 
about  his  successful  restauran 
Beijing,  which  opened  just  a  yea: 
across  the  street  from  Mao  Zedc 
mausoleum  in  Tiananmen  Squar 

That  outlet  is  now  the  largest 
tucky  Fried  Chicken  restaurant  i 
world,  selling  350,000  chicken; 
year,  100,000  more  than  the  c 
next  bestselling  restaurant,  in 
don's  West  End.  Wang  says  that 
tucky  Fried  Chicken  is  plannii 
open  three  more  outlets  in  Beijinj 
year  and  others  in  Shanghai,  C 
and  possibly  additional  cities 
the  end  of  next  year. 

How  did  Wang  persuade  Ch 
officials  to  let  him  install  a 
story  Kentucky  Fried  Chicken  re 
rant  in  the  shadow  of  the 
Helmsman's  final  resting  place 
says  he  received  support  fron 
head  of  the  Ministry  of  Light  Ind 
and  from  Chen  Xitong,  Beijing's 
erful  mayor,  because  Beijing  is 


!c>bri  Hackc  >  /xnrnuiu  of  the  lidcL'c  C'roiifi 

A  good  bntsiiiess  to  own  at  ten  times  cashjlow 
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You  can  count  the  days 
it  takes  us  to  pay 

your  claims  on  one  tiand. 


lat's  our  policy.  Five  days  after  confirmation  of 
'  les  and  coverage,  your  check  is  on  its  way 
se  we're  American  Re.  And  we  make  prompt 
■nts  a  reality. 

eve  committed  a  higher  percentage  of  our  re- 
u  9s  to  claims  service  programs  than  any  other 
"  ""er  Exclusive  programs  in  Arson  Identification 


and  Prevention.  Massive  Injury  Management. 
Catastrophe  Management.  Litigation  Management. 

Come  to  American  Re.  We're  every- 
thing we  claim  to  be. 


American  Re -Insurance  Company 

One  Liberty  Plaza,  91  Liberty  Street.  New  York,  NY  10006  (212)  618-7000 


Boston  •  Chicagp  •  Columbus  •  Dallas  •  Hartford  •  Kansas  City  •  Los  Angeles  •  Minneapolis  •  New  York  •  Philadelphia  •  San  Francisco 
Bogota  •  Cairo  •  London  •  Melbourne  •  Montreal  •  Santiago  •  Singapore  •  Sydney  •  Tokyo  •  Toronto 


Faces 

Behind  the  Figures 


to  develop  a  fast-food  industry. 

Training  his  150  Chinese  employ- 
ees and  suppliers  has  cost  $250,000. 
And  since  most  of  the  Beijing  opera- 
tion's S3  million  in  annual  revenues 
are  in  nonexportable  Chinese  curren- 
cy, the  funds  are  being  plowed  back 
into  the  operation. 

Wang,  44,  born  m  Sichuan  prov- 
ince, left  China  when  he  was  5  and 
graduated  from  Taiwan's  Chong- 
Yuan  University  in  1968.  He  earned  a 
master's  degree  in  management  sci- 
ence from  Stevens  Institute  of  Tech- 
nology in  Hoboken,  N.J.  in  1973  and 
joined  Kentucky  Fried  Chicken  two 
years  later.  "We're  not  talking  about 
profits  right  now,"  he  says  of  China's 
market.  "We're  in  there  for  the  long 
term."— R.T.G. 


The  Wharton  Center's  Thomas  North  Gilniore 
Not  something  you  can  put  in  a  bottle. 


Lcif  sk(M)^f<>r\\itnxJI^  I 


The  charisma  factor 

Is  it  necessary  to  have  charisma  to 
be  a  good  leader?  "I  don't  think  so," 
says  Thomas  North  Gilmore,  vice 
president  of  Philadelphia's  Wharton 
Center  for  Applied  Research  and  au- 
thor of  a  new  book  published  in  Octo- 


mink'Y  Iru'd  Chicken's  /<.  :ii)!;^  Wmi^  i/i  ik'i/ing 
'ving  the  Chinese  what  they  want. 
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ber.  Making  a  Leadership  Chatiy 
can  be  a  good  leader  without  cha 
because  people  respect  your  vvi- 
But    you    must    be    emotionall 
volved  in  what  you  are  doing. 

So  exactly  what  is  charism: 
way?  "Charisma  is  the  pre 
tions  that  people  have  abcui' 
based  on  anything  from  your  ph 
appearance  to  your  track  record 
Gilmore.  "People  imagine  char 
a  thing  that  you  can  put  in  a 
but  it's  really  something  inhu 
relationships." 

George  Bush  is  widely  thou; 
lack  charisma,  but  that  will  n^ 
essarily  prevent  him  from   be 
good  President,  according  to  Gil 
What  could  derail  his  presiden"] 
the  unrealistic  expectations  nc 
ing  built  up  about  what  he'll  a\ 
plish.  "Those  expectations  are 
to  eventually  disappoint  people,! 
Gilmore.  "We  bind  our  institl 
and  corporations  with  this  ki 
distorted  hope." 

Who  in  the  corporate  world  hd 
risma?  "The  most  famous  is  I| 
cocca,"  says  Gilmore.  "But  if 
failed  at  Chrysler,  he  wouldn't! 
charisma  now."  How  about  1| 
Genecn  of  ITT?  "He  was  more 
nocratic  and  control  oriented 
Jack  Welch  at  General  Electri^ 
terrific  presence.  No  question  | 
it,  he's  got  charisma — and  lead 
abilitv,  too."— R.T.G. 


Funny  money 

Nine  years  of  drawing 
ghouls,  mutants  and  ca 
have  taken  their  toll  on  cart 
Gary  Larson,  creator  of  the  p 
"Far  Side"  cartoon  strip  carr 
more  than  825  newspapers  acri 
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OuraMmnitment 

to  quality 
3es  back  a  long  way 

And ahead 
even  further: 


,1  ted  with  the 

Bius  of  Alexander 

I- n  Bell.  And  from 

thinning,  AT&T  has 

r  ommitted  to 

)^  the  people  of  the 

1'  .ommunicate 

;( 

R  ulfill  this  commit- 

vVr&T  has  always 

1  quality  at  the  heart 

V  vthing  we  do. 

.quality  is  what 
omers  say  it  is. 

V  \  product  and 


service  we  provide  has  to 
live  up  to  ^^at  they 
expect. 

Tomorro\N^  this  dedi- 
cation will  enable  us  to 
provide  this  same  quality 
to  the  people  of  the  world 
in  new  ways. 

Funny  how  the  future 
seems  to  repeat  itself 


The  1920s 
Quality  Control 

Walter  A.  Shewhart  of 
AT&T  Bell  Laboratories 
pioneered  in  quality  con- 
trol during  the  1920s. 
His  book,  Economic  Con- 
trol of  Quality  of 
Manufactured  Product, 
provided  a  foundation 
for  the  science  of  statis- 
tical quality  control  and 
has  become  an  industry 
standard. 


Today 
The  AT&T  Worldwide 
Intelligent  Network 

Today's  AT&T  network 
is  the  most  advanced 
telecommunications 
network  in  the  world. 
The  quality  of  your  call 
is  checked  even  before 
you  start  speaking. 
In  effect,  today's  AT&T 
network  actually 
performs  75  million 
service  checks  per  day. 
That's  how  many  calls 
we  complete. 


Tomorrow 
Global  Telecommunity 
In  the  future, we  envision 
a  world  where  people 
can  communicate  infor- 
mation in  any  form  as 
easily  as  making  a  phone 
call  today- even  gather- 
ing information  from 
the  libraries  of  the  world 
at  the  touch  of  a  button. 


ATbT 

The  right  choice. 


The  Brooklyn  Museum 

is  known  by  the 

companies  it  keeps 


I 


The  Brooklyn  Museum  proudly  thanks  those  corporate  partners  who  alk 
the  Museum  to  serve  a  wide-ranging  metropolitan  audience. 

Your  support  enables  the  Museum  to  present  up  to  40  special  exhibitions  annually;  provide  educatio 
programs  for  50,000  schoolchildren  year  round;  and  preserve  a  collection  that  encompasses  the  arts  f 

ancient  Egypt  through  contemporary  times. 

Corporate  Members  of  The  Brooklyn  Museum 

Alcoa  Foundation       American  Chai  Trust  L  American  Express  Foundation  U  American  Savings  Bank 
American  Stock  Exchange       Amstar  Corporation       Arthur  Young  and  Company  L  '  AT&T  Foundation  lD  Atlantic 
Bankers  Trust  Foundation     1  Bertha  Urdang  Gallery  _   Bloomingdale's  D  Brooklyn  Union  Gas  Company 
Campbell  Advisors       Chase  Manhattan  Bank  U  Chemical  Bank  G  Christie's  D  Citicorp/Citibank 
Consolidated  Edision     \  CPC  International  Inc.  n  Cravath,  Swaine  &  Moore  D  Culbro  Corporation 
Dime  Savings  Bank       Dow  Jones  Foundation       Drexel  Burnham  Lambert  J  East  New  York  Savings  Bank 
Edward  H.  Merrin  Gallery,  Inc.       Equitable  Life  U  European  American  Bank  D  Exxon  Corporation 
Federated  Department  Stores  Foundation  C  Fiduciary  Trust  Company  LJ  Fixture  Hardware  Corporation 
Ford  Motor  Company       Goldman,  Sachs  &  Co.  '     Greater  New  York  Savings  Bank  ^  Greenpoint  Savings  Be 
Guardian  Life  Trust  :     Gulf  +  Western  Foundation       Handy  &  Harman  lj  Harold  Reed  Gallery 
Hoechst  Celanese  Corporation  D  Home  Savings  Bank  D  IBM  Corporation  D  Independence  Savings  Bank 
Ira  Spanierman  Gallery       James  Stewart  Polshek  and  Partners  ■     Jerome  Belson  Associates,  Inc.  D  Johnson  &  H 

Kidder  Peabody  Foundation        Knoll  international  Ht)lding,  Inc.        Lazard  Freres 
Lever  Brothers  Company  Foundation  U  Liz  Claiborne  Foundation  D  Loehmann's  Inc.  LJ  Manufacturers  Hanoveij 

Marsh  &  McLennan  Companies  '     McGraw-Hill  Foundation  Inc.       Merrill  Lvnch  &  Company 

Metropolitan  Life  Foundation        Metropolitan  Presidents  Organization        Minolta  Corporation  1     Mobil  Foundatic 

Morgan  Guaranty  Trust  Company       Morgan  Stanley  &  Company  •.  1  National  Westminster  Bank  USA 

Neuberger  &  Berman       New  York  Times  Foundation  f  j  New  York  Telephone  '    Pepper  &  Potter  Buick 

Pfizer  Ft)undation,  Inc.  '     Philip  Morris  Companies  Inc.  LI  Pierre  J.  Wertheimer  Foundation,  Inc. 

R.  H.  Macy  &  Co.,  Inc.       Republic  New  York  Corporation     ;  Rose  Associates  \     SafraBank  Charitable  Trusl 

Salomon  Inc       Seaboard  Surety  Company       Siemens  Capital  Corporation       Smith  Barney,  Harris  Upham  &j 

Spears,  Benzak,  Salomon       Squibb  Corporation  '     Time  Inc.  l  i  Waldbaum's  Supermarkets  \  J  William  BeadlestcJ 

Unrestricted  gifts  of  $100  and  above       Received  from  July  1,  1987-June  30,  1988 


\  ou  would  like  to  add  your  company  to  this  distinguished  list,  and  for  further  information  aboi 
benefits  of  corporate  support,  contact  the  Development  Office  of  The  Brooklyn  Museum, 
200  Eastern  Parkway,  Brooklyn,  New  York  11238,  or  call  (718)  638-5000,' ext.  321. 


lur  annual  report 
ill  do  wonders 
ir  yours. 


f  luary,  the  first  issue  that 

1  across  America  will 
^  ill  be  Forbes' 4 1st 
4  Report  on  American 
t    It's  no  wonder  this  spe- 
>  c  IS  of  such  interest  to 
T  IS  business  leaders.  It 
;  overview  of  the  year's 

performance  and 
b  neasuring  over  1,200  of 
D  itry's  most  important 
i)  es.  It's  the  most  com- 
a  i  comprehensive  survey 
1  id  in  American  business 
a  ,m. 

I  )re  than  just  a  collec- 
)f  tatistics,  the  7\nnual 
1  n  American  Industry  is 
1^  ikmgly  researched  pro- 
rbes'  over  four  decades 
•he  business  scene.  It 
ver  30  industry  groups 
n  s  the  major  companies 
1^  ccording  to  their 
h  )rofitability  and  stock 
t  crformance.  This  year 
11  also  select  each  in- 


dustry's unsung  turnarounds. 

To  complete  the  rankings, 
Forbes  compares  the  major 
industries — using  the  same 
performance  measures 
for  each — to  determine 
the  strengths  and 
weaknesses  in  the  U.S. 
economy  as  a  whole. 
As  a  result,  our  annual  report 
is  an  indispensable  year-round 
reference — not  just  for  business 
leaders,  but  for  investors  of 
all  levels  as  well. 

The  Annual  Report  on  Amer- 
ican Industry  is  just  one  exam- 
ple of  how  Forbes  gives  both 
executives  and  investors  the 
information  they  need  in  a  form 
they  can  use.  So  it's  no  wonder 
Forbes  attracts  the  cream  of  the 
business  scene.  Subscribers  who 
have  personal  portfolios  worth 
an  average  of  $899,000,  an  aver- 
age personal  income  of  $139,000 
and  an  average  household 
income  of  $162,000 — with  one 


out  of  three  a  millionaire. 

If  you  want  your  advertising 
to  reach  those  at  the  top  of  the 
economic  heap,  you  can't  top 
Forbes.  Particularly  since  it's  the 
lowest  in  cost  of  the  leading  busi- 
ness magazines  for  reaching  them. 

It's  no  wonder  that  an  ad  in 
our  annual  report  could  do 
wonders  for  yours. 

Make  sure  you  get  your 
year  off  to  a  good  start. 
Closing  dates  for  this 
Jan.  9  issue  are  Dec.  5  for 
full  pages  and  Nov.  28  for 
partial  pages. 


'Our  message  in  the  magazine  that  tells  it  like  it  is. 


Forbes 

Capitalist 'Sk>I 


Faces* 

Behind  the  Figures 


country.  "All  I  want  to  do  is  purge 
cartooning  from  my  mind/'  says  Lar- 
son, at  38  a  self-described  "genuine 
bum-out  case."  For  that  reason  Lar- 
son has  quit  for  at  least  14  months. 

But  there's  no  need  to  pass  the  hat 
for  either  Larson  or  his  syndicate, 
Universal  Press  of  Kansas  City,  Mo. 
Since  its  start  eight  years  ago,  "The 
Far  Side"  has  become  one  of  the  hot- 
test comic  franchises  in  the  $40  mil- 
lion cartoon  syndication  busmess. 
Twelve  books  of  "Far  Side"  cartoons 
have  been  published,  with  more  than 
1 1  million  copies  sold.  Together  with 
"Far  Side"  mugs  and  greeting  cards, 
the  franchise  nets  sales  of  more  than 
$3  million  a  year.  That  puts  Larson  m 
the  top  ten  of  cartoon-related  sales — 
ahead  of  Garry  Trudeau's  "Doones- 
bury"  (published  in  more  than  850 
newspapers  but  with  no  licensed 
products)  but  well  behind  Charles 
Schulz,  creator  of  "Peanuts,"  pub- 
lished in  more  than  2,200  newspapers 
and  with  licensed  properties  galore. 

Universal  is  now  distributing  car- 
toons that  Larson  drew  early  in  the 
decade,  when  only  a  few  dozen  news- 
papers carried  the  strip.  So  far,  ten 
papers  have  canceled  "The  Far  Side" 
because  Larson  has  stopped  drawing, 
but  two  dozen  new  ones  have  signed 
on.  In  addition,  five  new  "Far  Side" 
books,  collecting  more  of  Larson's 
strips  from  the  past  eight  years,  will 
be  published  during  the  next  14 
months. 

What  does  Larson  plan  to  do  in  his 
time  off;  Play  jazz  guitar,  he  says.  But 
the  lure  of  cartooning  may  bring  him 
back  sooner;  already,  he  has  stashed 
away  several  new  ideas. — Steve  Weiner 


Mr.  Tort  Reform 

It  is  the  obligation  ot  a  good  defense 
lawyer  to  save  plaintiffs'  lawyers 
from  themselves,"  says  James  W. 
Morris  III,  only  half  in  jest.  A  Rich- 
mond, Va.  attorney,  Morris,  56,  is 
president  of  the  Defense  Research  In- 
stitute, the  largest  defense  trial  law- 
yers association  in  the  country.  Mor- 
ris says  that  excessive  damage  awards 
have  gotten  out  of  hand.  And  experts 
estimate  that  the  total  costs  associat- 
ed with  tort  liability  exceed  $80  bil- 
lion ann'ially.  Those  costs  include 
'  r  only  L  wyers'  fees,  court  costs  and 
Mage  awards  but  also  the  much 


"I'cir  Side"  airiooii/s/  <  uir\  l^irso/i 
A  "genuine  bum-out  case." 


greater  amount  of  money  that  corpo- 
rations and  individuals  invest  in  ef- 
forts to  avoid  being  dragged  into  court 
in  the  first  place.  "I  fear  that  legisla- 
tures, fed  up  with  the  situation,  may 


mr? 


DR/'s  Itiiiics  U    Monis  III 
Monitoring  punitive  damages. 


well  replace  the  tort  liability 
with  an  administrative  no-fai 
tern  similar  to  workers'  cor 
tion,"  he  says.  That,  of  course,! 
be  bad  news  for  both  plaintj] 
defense  lawyers. 

DRI  IS  currently  monitorir 
punitive  damage  cases,  involvij 
waste  disposal  and  entertainr 
dustries,  that  may  soon  go  befl 
U.S.  Supreme  Court.  Morris  j 
that  such  punitive  damages 
constitutionally  excessive  finel 
the  8th  Amendment  as  well  as  f 
tion  of  due  process  under  tl: 
Amendment. 

Roughly  8%  of  DRI's  budget! 
from  insurance  companies  ancil 
rations.  The  bulk  comes  fromj 
stitute's  nearly  14,000  individ 
tense  attorneys,   who  make 
membership    contributions 
trom  $75  to  $1 10.  More  mone\| 
from  paid  seminars  that  the  iiJ 
holds  regularly  around  the  coil 

A  native  Virginian,  Morris  A 
cd  from  the  T.C.  Williams  Scl 
Law  at  the  University  of  Richrj 
1957  and  has  practiced  law  ij 
mond  since.  "We've  gone  a  k I 
down  the  road  to  ruin,"  Morri?j 
the  tort  liability  system.  "Tl 
back  won't  be  easy." — Ronald 
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matter  where  your  insurance  needs  take  you, 
youll  probably  wind  up  with  us. 


r  65  years  ago,  we  set  out  to  build  a  new  kind 
nee  group. 

unencumbered  by  conventional  insurance- 
wisdom. 

\',  we're  leaders  in  a  broad  range  of  coverages, 
erty  and  casualtyto  accident  and  health. 
c  also  geared  for  fast  responseto  rapidly  shift- 
tions.With  indigenous  managers  around  the 
0  think  and  act  like  entrepreneurs. 


The  result  is  an  organization  well  positioned  to  meet 
your  insurance  needs  today,  while  anticipating  new  risks 
that  might  turn  up  tomorrow. 

To  learn  more,  contact  AIG,  Dept.  A,  70  Pine  Street, 
New  York,  New  York  10270. 

Together,  we'll  function  like  clockwork. 

Insurance  Companies  That  Don't  RVTS 
Think  Like  Insurance  Companies  rWliyi 
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Merrill  Lynch  makes 
easier  to  mind 
vour  own  business. 


miREM£NT 
PIANNING 


^^^^Afcm 


^^ 


If  you  could  handle  all  your  financial  needs  ii 
one  place,  you  could  spend  less  time  runnim 
from  bankers  to  brokers  to  insurance  agents 
and  more  time  running  your  business. 

That's  why  Merrill  Lynch  offers  a  full  rang 
of  business  financial  services.  So  your  Merri 
Lynch  Financial  Consultant  can  discuss  you 
needs  with  you,  and  provide  you  with  innova 
tive  solutions. 

We  can  help  integrate  and  coordinate  di- 
verse financial  activities-cash  management 
investments  and  loans-with  a  Working  Capif 
ManagementT"^  Account. 

We  can  help  you  make  flexible  financing 
leasing  arrangements  for  new  equipment 
provide  you  with  tax-advantaged  investmei 
programs. 

We  can  help  you  establish  retirement  pla 
and  use  different  types  of  business  insurani 
to  help  build  and  protect  your  personcd  weall 

And  we  can  arrange  for  valuation  and  b 
ness  brokerage  services  to  help  you  under- 
stand and  realize  the  full  value  of  what  may 
your  single  largest  asset:  your  business. 

To  receive  a  copy  of  our  brochure,  "How 
Merrill  Lynch  Can  Help  You  Run  Your  Busini 
More  Effectively,"  send  your  business  card  tj 
J.  Arthur  Urciuoli,  Director,  Merrill  Lynch 
Business  Financial  Services,  Suite  9042, 
Princeton,  N  J.  08543-9042. 

Put  our  business  financial  services  to  wo| 
for  you,  so  you  can  get  back  to  business. 


Merrill  Lynch 

A  tradition  of  trust. 


OI988  Merrill  Lynch  Business  Financial  Services  Inc. 
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t  n  returns.  Maybe  Wall  Street  w^anted  a  Bush  vic- 
,  It  you  couldn't  tell  from  the  w^ay  the  stock  market 
t  For  the  tw^o-w^eek  period  ending  Nov.  18,  the  Dow 
)j:  1  83  points,  or  3.9%,  marking  the  fourth  straight 
k  decline.  In  the  last  tw^o  weeks  Sears,  Roebuck,  a 
f  ock,  lost  4'/8  (9.3%)  as  investors  expressed  their 
"  mess  over  the  firm's  announced  restructuring 
jrs  is  currently  valued  at  $15  billion  on  the  New 
k  tock  Exchange.   Morgan  Stanley  analyst  Walter 


Loeb  says  Sears'  assets  are  worth  as  much  as  $30  billion, 
net  of  liabilities,  but  he  does  not  see  an  LBO  as  a  possibili- 
ty. Another  contributor  to  the  Dow's  decline  was  Procter 
&.  Gamble,  off  5.6% .  That's  a  smaller  loss  than  Sears'.  But 
the  Dow  is  a  price-weighted  average,  so  the  4%  drop  in 
Procter  &  Gamble  moved  the  index  more. 

The  Nasdaq  is  now  below  its  March  level.  Since  the 
market's  August  1987  peak,  the  Nasdaq  is  down  19.3%, 
against  a  24.2%  loss  for  the  Dow. 


Closeup  On  the  Equity  Markets 


1                                                     Performance  of  six  leading  indexes 

Cf  change 

Wilshire 
5000 

Forbes 
500^ 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

t  weeks 

-5.9 

-6.0 

-5.5 

-5.8 

-6.3 

-5.4 

^  2  weeks 

11.7 

10.0 

7.8 

10.8 

18.2 

17.6 

! 

Stoek  perfSmnance  based  on  six  luj  investor  yardsticks 

I hange 

Company  size 

Volatility^ 

P/E  multiple 

Dividend  yield 

Growth  profile* 

Share  price 

large 

small 

high 

low 

over  21 

under  8 

over  4.5% 

none 

high 

low 

over  $34 

under  $4 

weeks 

-6A 

-3.6 

-5.9 

-1.5 

-5.7 

-4.5 

-3.0 

-3.9 

-5.1 

-3.5 

-5.1 

-5.9 

'  weeks 

15.8 

50.4 

58.6 

24.7 

28.3 

29.5 

17.4 

67.9 

56.1 

24.0 

20.7 

42.0 

X  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  ^Based  on  sales, 
i^itivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.  ''A  quantitative  evaluation  of  a  stock's 
determined  by  Wilshire  Associates. 

A 

d 

lata  for  periods  encfing  11/18/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.                                                                           smen  Ram« 
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Where  the  Action  Is 


Nervous  investors  sold  off  all  nine  sectors.  Hardest  hit 
was  capital  goods,  which  fell  4.2%.  In  this  group  Har- 
nischfeger,  the  Wisconsin -based  manufacturer  of  cranes 
and  shovels,  dropped  9%  even  though  it  is  having  its  best 
year  since  the  19«2-83  recession.  The  stock  is  presently 
selling  at  15  times  trailing  12  months'  earnings,  but, 
according  to  IBES,  analysts  expect  it  to  earn  $1.22  a  share 


in  1988  and  $1.82  in  1989,  which  gives  it  an  estine 
1989  P/E  of  8.5. 

Several    technology    issues — Control    Data,    Nat  u 
Semiconductor,  Advanced  Micro  Devices,  Varian  i 
ciates  and  Grumman — suffered  double-digit  losses 
Prime  Computer,  which  became  the  subject  of  a  he 
bid  from  a  smaller  firm,  MAI  Basic  Four,  gained  6% 


Percent  change  in  last  52  weeks  O-O  Percent  change  in  last  2  weeks 


Capital  goods 
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Consumer  durables 
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Transportation 
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W  hat  the  Analysts  Think 


Consumer  durables  aren't  very  popular  these  days.  This     October  1987.  Since  our  last  issue,  analysts  have 
group  is  priced  at  11  times  latest  1 2-month  earnings,  or      their  1988  earnings  estimates  for  General  Motors  by  j 
less  than  two-thirds  of  the  multiple  it  commanded  before      to  S13  14. 


-f«csstiEij{  the  Forbes  Sales  500 

r^-rJormauce 

Average 
earnings  per 
share          P/E 

late.ii  i  .  nuiiiths 

1988  estiraaie-s 

1989  estimates 

$3.26         11.6 
3.59          10.5 
3.97            9.5 

1 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1988 
EPS              P/E 

%  change  in  1988 
in  2  weeks      is' 

1                          Consumer  durables 

$5.01 

11.0 

2.04% 

Energy 

3.25 

11.6 

0.85 

Transportation 

2.29 

11.8 

0.17 

Capital  goods 

2.67 

14.2 

0.12 

Raw  materials 

3.19 

9.1 

0.06 

Utilities 

2.39 

10.2 

0.04 

- 

Fitunce 

3.38 

8.5 

-0.08 

- 

Consumer  nondurables 

2.50 

13.8 

-0.28 

- 

Technology 

2.98 

11.4 

-0.46 

- 

E.iniings  proi 
Estimate  Sysit 


iitaliiation  wciRhtcd  consensus  estimates  from  over  ,i,000  security  analysts  Data  arc  compiled  and  updated  continually  by  the  Instituuo' 
■rvicc  ot  Lynch   )ones  f*  Ryan,  a  New  York  based  br(ikcr.iRC  firm 


Note   All  data  for  .n  Liij;  1  i,  lS/88   Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif ,  IBES, 
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"They"  say  quality  is  a  luxury.  But  Goodyear  says, 
"Quality  pays  off!"  The  fact  is,  our  ongoing  investment  in  high 
quality  production  and  products  has  paid  off  for  Goodyear— 
globally.  It's  made  for  satisfied  car  makers,  tire  distributors, 
retailers  and— especially— customers.  Who  keep  coming  back  for 
more.  Which  has  made  us  the  high  quality/high  performance 
leader.  And  No.  1  in  tires  and  rubber  worldwide.  Just  ask  any  one 
of  our  110,000  Goodyear  people  around  the  world.  They'll  tell  you, 
it's  an  investment  that  more  than  pays  for  itself  in  the  long  run. 


.^1 
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GOODfYEAR 

World  Leader  in  Tires  and  Rubber 


©  1988  The  Goodyear  Tire  &  Rubber  Company 
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The  Funds 


In  the  dark  of  night,  sponsors  of  lonsy^ 
mutual  funds  put  the  bad  records  6  feet 
under.  Be  on  guard  whenever  you  see  the 
word  'merger''  in  a  prospectus. 


Indecent  burial 


By  Joaathan  Clemeiits 


IN  THE  HEYDAY  of  its  brilliant 
founder  Imrie  de  Vegh,  the  de 
Vegh  Mutual  Fund  was  a  star  per- 
former. But  he  died  in  1962,  and  of 
late  the  fund  that  bears  his  name  has 
been  a  study  in  mediocrity.  Since  de 
Vegh's  death,  the  fund  has  been  run 
by  the  investment  advisory  firm 
Wood,  Struthers  &.  Winthrop.  Under 
Wood,  Struthers  the  fund  returned 
10.5%  a  year  in  the  decade  ended  De- 
cember 1986,  versus  13.8%  for  the 
S&P  500.  In  May  1987  Wood,  Struth- 
ers merged  the  $55  million  fund  into 
another  fund  it  manages,  the  S9  mil- 
lion Winthrop  Growth  Fund. 

Unlike  the  vanished  de  Vegh  fund, 
Winthrop  Growth  had  no  nasty  rec- 
ord. It  couldn't  have.  It  was  launched 
only  four  months  before  the  merger. 
So  an  old  fund  with  a  so-so  record 
disappeared  into  a  new  fund  with  no 
record.  Bye-bye,  mediocre  record. 

Anything  illegal  here?  Absolute- 
ly not,  says  Winthrop  Growth 
Treasurer  Martin  faffe.  He  con- 
tends the  fund  asked  permission 
from  the  SEC  to  disclose  de  Vegh's 
results  in  the  Winthrop  Growth  pro- 
spectus, and  was  turned  down. 

Regardless  of  Wood,  Struthers' 
motives,    there    is    a    warning 
here.  It  is  that  mergers  offer  a 
way  to  expunge  poor  records.     ^^  " 
The  last  big  wave  of  fund  merg- 
ers was  in  the  early  1970s.  Anoth- 
er wave  may  be  imminent.  Equity      , 
funds  are  all  but  dead  (sales  less 
redemptions    for    the    first    nine      , 
mouths  of  1988:  minus  $3.5  billion). 
Arid  with  a  big  crash  so  recent,  there 
.i , ..'  some  bad  records  that  need  burial. 


In  a  typical  merger,  a  struggling 
fund  or  fund  group  is  acquired  by  a 
more  successful  mutual  fund  group. 
The  old  firm's  record  often  disap- 
pears. The  new  manager  feels  justi- 
fied. After  all,  he  wasn't  responsible 
for  his  predecessor's  misdeeds. 

But  what  happens  when  an  invest- 
ment advisory  firm  merges  two  funds 
that  It  manages?  It,  too,  may  merge 
the  mediocre  fund  out  of  existence 
and  with  it  its  record.  Take  the  Pil- 
grim MagnaCap  Fund.  It's  the  pride  of 
Los  Angeles-based  Pilgrim  Manage- 

lohn  Sc}ijl 


ment  Corp.  Pilgrim  MagnaCap 
$210  million  in  assets  and  a  te 
annualized  return  (through  Set 
of    16.1%.   This,    managemen 
gladly  tell  you  about. 

You'll  have  to  dig  deeper  to  fi 
about  the  1985  merger  of  the  A 
Cap  Fund  and  the  Pilgrim  Fui 
the  time,  MagnaCap  had  $13  n 
in  assets  and  an  annualized  ret 
16.2%  for  the  five  years  ende 
cember  1984.  At  $37  million,  P 
was  almost  three  times  the  si: 
its  record  was  a  tad  more  modes 
7.6%  a  year.  No  prizes  for  gi, 
which  record  Pilgrim  now  puti 
in  the  fund's  prospectus. 

Full  disclosure?  Hardly,  but 
is  not  violating  any  SEC  rule 
know  of.  Pilgrim's  stance  (w 
declines  to  discuss)  would  b( 
innocent  if  you  could  be  assur 
Pilgrim  MagnaCap  is  now 
MagnaCap's  portfolio  manage 
other  fund  groups,  all  the  fund 
in  its  prospectus  is  that  the 
managed  by  Pilgrim  Manag 
That  could  mean  MagnaCaj 
manager,  Pilgrim  Fund's  old  : 
or  somebody  totally  different. 
Sometimes  a  fund  merger 
from  a  corporate  merger  of  a( 
Shearson  Lehman,  for 
picked  up  control  of  19  fun 
counting  money  markets)  whc 
quired  E.F.  Hutton  early  this 
has  proposed  merging  nine 
funds  with  Shearson  funds. 

When  a  mutual  fund  group 
two  funds,  usually  the  larger  si 
Since   1980,  for  instance,  Fe 
High  Income,  Fidelity  Trend, 
an  Brotherhood  Income,   Op 
mer  OTC,  Shearson  Appreciat 
Shearson  High  Yield  have  all 
up  smaller  funds  from  with 
own  fund  group.  The  relative 
the  two  funds  is  used  to  justi 
ing  the  larger  fund's  record  , 
ing  the  results  from  the  small 
But  sometimes  big  funds  eri 
small  funds  because  of  misif 
ment.  Fidelity  Trend  now  hi 
million  in  assets  and  an  aiu| 
ten-year  return  of  12.5%. 
in  that  record  is  the  fiin(j 
merger  with  Fidelity  Cal 
delity  Trend  was  wl 
twice    the    size  f 
$176     million 
Capital  at  the 
the  acquisition, 
delity  Capital  wl 
ways  a  midget.  i\ 
before  the  merger,  ]| 
boasted  assets  of  over  $u 
non,  to  Fidelity  Trend's  $ll 
Redemptions  and  a  declininjj 
set  value  per  share  shaved 
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I  Te's  a  distinction 
:  ween  being 
^mational  and 

I i  we  ve  built  It. 


^^ 


David  OlsenJ&H  President,  on  UNISON: 
top  insurance  broker  has  to  have  a 
iiternational  presence.  That's  a  given. 

Hut  it's  not  a  given  that  you  also  have  the 
1  lit\'  to  think  and  act  globally. 
hat's  what  wewere  after  when  we 
J  UNISON  with  our  exclusive 
pondents,  something  that  would  put 
e  into  the  cliche  of  "offices  in  principal 
iround  the  world'.' 


We  linked  the  individual  international 
netvi'ork  of  each  UNISON  member  with  our 
own  overseas  offices  to  form  a  single  global 
network  that  is  operating  on  behalf  of 
multinationals  just  about  anywhere  you  can 
think  of  in  this  world. 

That's  one  big  reason  why  you'll  find 
over  two-thirds  of  the  top  100  U.S.  multi- 
nationals and  many  foreign  multinationals 
on  our  client  list. 


JOHNSON 
Jg^OIGGINS 


Innovation  Driven  by  Experience 

INSURANCE  MANAGEMENT  SERVICES  EMPLOYEE  BENEFIT  CONSULTING  WORLDWIDE 


RETURN  ON  INSTITUTIONAL  INVESTOR'S  INVESTMENT  MATCH  PROGRAM: 

HIGH  YIELD 

C 

^^^  ince  its  beginning  more  than  20  years  ago,  adver- 
^^Htising  in  Institutional  Investor  has  always  been  a 
^^^  sound  investment.  Now,  the  leading  magazine  in  the 
finance  and  investment  field  offers  a  higher  yield 
than  ever. 

In  1989,  U  wiU  introduce  its  new  INVESTMENT  MATCH 
PROGRAM.  Advertisers  who  take  advantage  of  this  program 
will  be  able  to  reach  Institutional  Investor's  universe  of 
544,000  readers  with  both  impact  and  frequency— 
AND  AT  A  VERY  FAVOR.\BLE  COST. 

Next  year,  all  advertisers  who  increase  their  advertising 
schedule  in  II  by  a  minimum  of  one  insertion  over  198S 
levels  will  receive/iree  equivalent  advertising  to  match  their 
incremental  advertising  investment.  This  applies  to  sched- 
ules in  both  U.S.  and  International  Editions. 

For  example: 

*An  advertiser  who  increases  its  1988  four-time  schedule 
by  two  insertions  to  six  in  1989  will  receive  two  additional 
matching  insertions  free.  A  total  of  eight  insertions  at  the 
cost  of  only  six. 

*An  advertiser  who  ran  only  once  in  1988  can  triple 
that  yield  by  adding  only  one  more  page  and  getting  the 
third  free. 

When  you  are  planning  your  advertising  portfolio  for  1989, 
be  sure  to  consider  Institutional  Investor  for  the  best  yield  on 
your  advertising  dollars  and  for  its  delivery  of  a  very  select 
audience  of  decision  makers  at  the  very  highest  level  in  the 
financial  and  investment  community. 

For  complete  details,  call  Jav  Berfas,  Director  of 
Advertising,  in  New  York  at  (212)  303-3305. 

,liistitiiti()iial 


^ 
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Source:  Don  Bowdren  Associates,  1987 


thirds  of  Fidelity  Capital's  asset 
The  most  famous  of  Fidelity 
funds,  Fidelity  Magellan,  has 
twice.  In  1976,  the  year  beforeM 
Lynch  took  over  as  portfolio  map 
$5  million  Magellan  merged  wii 
other  Fidelity  fimd,  the  $14  iri 
Essex  Fund.  Because  Magellaij 
cast  in  the  role  of  acquirer,  its 
was  retained. 

This  is  important.  At  the  ti 
the  merger,  both  Magellan  and 
were  "incubator  funds,"  which 
they  were  trying  to  build  up  a 
record  so  they  could  then  be  si, 
fully  peddled  to  the  public.  Ma  , 
was  still  an  incubator  fund  wl 
assets,  then  $54  million,  were- 
bined  with  Fidelity's  $49  milli 
lem  Fund  in  June  1981.  Salem  - 
disappeared  and  Magellan's  w . 
That    same    month    Magella 
opened  to  the  public. 

It  would  help  investors  ' 
mutual  fund  grottps  wo 
compelled  to  disclose  ut 
their  portfolio  manager  n 
and  when  they  were  hiti 


There's  no  secret  about  wh  ". 
Magellan  and  how  long  he  \ 
there,  so  investors  need  ha 
doubts  about  the  fund's  recc  1 
not  all  fund  groups  are  so  forth,  a 
when  it  comes  to  publicizn 
names  of  fund  managers,  insist] 
stead  that  all  investors  need  k| 
the  identity  of  the  investment  i 
ry  firm.  In  that  case,  the  inves| 
no  real  way  of  knowing  whet 
merged  fund's  managers  are  th| 
ones  who  ran  the  mediocre  : 

There  is,  of  course,  a  simpll 
tion:  Compel  fund  groups  to  dl 
who  their  portfolio  managers  \ 
when  they  were  hired.  Some  Sf 
insist  their  fimds  are  run  by 
ment  committees.  This  servel 
marketing  needs  nicely:  Whenl 
picker  leaves,  there  is  no  exq 
shareholders.  A  manager-disl 
rule  could  deal  with  such  probll 
compelling  the  fund  to  namtl 
five  investment  committee  mi| 
and  then,  like  other  funds,  tO( 
changes. 

Until  the  day  comes  whe 
information  is  available  on  I 
agers,  shareholders  will  have  I 
closer  eye  on  fund  sponsors,  i 
ular  those  that  dress  up  their  i 
Forbes,  for  its  part,  is  consid 
rule  for  its  mutual  fund  surve? 
by  we  would  pick  up  the  recon 
larger  fund  in  a  merger.  Reade 
knowledge    of    other    questj 
mergers  should  write  the  aut 
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'Just  plain  old-fashioned 
damned'hard'tO'put- 
down  grim-and- 
gripping  readahle^ 


— The  Wall  Street  Journal 

Malcolm  Forbes'  They  Went  That-A-Way  is 

a  lighthearted  look  at  life's  only  certainty — 
death.  Here  are  175  departures  of  famous, 
infamous  and  unforgettable  mortals  which  are 
bound  to  intrigue,  surprise  and  certainly 
amuse.  Now  at  your  bookstores.  $18.95 

"Undeniably  fascinating" 

— Publishers  Weekly 

"Forbes'  latest  book  is  to  die  for." 
— USA  Today 

"A  browser's  delight  ...  A  welcome 
change  for  insomniacs  bored  with  counting 
sheep  .  .  .  Forbes  puUs  off  a  neat  trick  in 
making  his  choices  come  to  life  by  describing 
their  deaths." — The  Philadelphia  Inquirer 

"An  outrageously  funny  book" 
— The  Star  Ledger 
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47st  Photo      I 
The  Corporate  Choic 

Join  the  numerous  Forbes  500  Corporations  who  rely  on  47st  Pb 

Our  professional  corporate  staff  is  always  ready  to  provide  the  personal  attention  you  requir 
for  all  your  corporate  needs.  To  open  your  corporate  account,  call  today  1-212-260'!  104 


FX-B5Q 


FX-1050 


UQ-SSO 


EPSON 

DOT  MATRIX  PRINTII 

FX-850 

•  NaiTOw<arriage  9-pin,  dot  matrix  printer  •  SmartPark,  a  unique  pap 
innovation,  lets  you  switch  from  fanfold  to  single  sheets  or  envebpes  wi 
ing  hardware  or  paper  •  Widi  a  standard  push  feed  tractor  and  sing 
tion  feed,  the  FX-850  can  handle  virtually  any  type  of  paper  as  well  ail 

•  Exclusiw  SelecType  front  control  panel  puts  popular  printer  features  i 
Rirk  operations  at  your  fingertips  •  The  FX-850  prints  264  CPS  in 
draft  mode  (12  CPI);  54  CPS  in  near  letter  quality  mode  (12  CPl)  "r 
for  quiet  operation  •  Optional  cut  sheet  feeder  and  pull  tractor  are.^ 

FX-1050  Same  features  as  FX-850  but  wide  carriage. 

IjQ-950 

•  Mid-size  carriage  allows  horizontal  printing  of  text  and  graphics  oi 
paper,  without  the  use  of  additional  software  •  Occupies  orily  slightlv  o 
space  than  narrow-carriage  printers  •  SmartPark  features  let  you  switc  n 
fold  paper  to  single  sheets  or  envelopes  without  removing  hardwarir 
eliminate  paper  waste  and  accurately  adjust  top-of-form  position  •  Prir  1 
in  draft  mode;  88  CPS  in  letter  qualirs  mode  •  Prints  letter  quality  tear 
resolution  graphics  up  to  360  x  360  dpi  •  Enhance  correspondence  v 
"double-underline"  print  modes  in  standard  Roman  and  Sans  Serilii 
tional  font  modules  are  also  available  •  SelecType  front  control  pan(  ia 
button  ease  of  operation. 

CALL  FOR  OUR  LOW  PRIf 


Computers  •  Office  Equipment  •  Cameras  •  Electronics  •  Audi  * 
67  West  47th  St.  •  115  West  45th  St.  •  116  Nassau  I 

NVt LA   IK  •8C»I89-<>')IH*0        NVt  CA   LIC   •800I91-«1 1628  NYC  CA.  Lit.  HSll' 

E.  Meadow  Plaza  Shopping  Center,  E.  Meadow,  N.Y.'J 

Mail  Order  Department:  36  East  19th  Street,  New  York,  N.  1 

To  order  in  New  York  State  caU  1.212-979-61001" 

Out-of-state  toll-free  1-800-221-7774 

We  accept  major  credit  cards 
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MONEY  &  INVESTMENTS 


I  'okered  CDs  make  a  lot  of  sense  for 
'  ivone  who  wishes  to  park  cash  for  short 
t  intermediate  terms. 

TIRED  OF 
EVENT  RISK? 


By  Ben  Weberman 


A  5  say  you  are  by  nature  a  lender, 
I  ndholder.  You  are,  however,  ap- 
);  ;d  by  the  devastation  that  can 
)t  rought  in  a  leveraged  takeover  a 
A  [R  Nabisco.  There  is  an  altema- 
1  ,  with  decent  liquidity  and  high 
A  ty:  a  marketable  bank  deposit. 

lere  is  good  reason  these  days  to 
t  away  from  corporate  debt,  re- 
i  less  of  what  the  seller  guaran- 
n  the  way  of  poison  puts. 
J  5C  supposedly  provide  protec- 
i<  against  downgrading  in  a  lever- 
g  restructuring.  But  there  are  too 
Q  y  sharp  lawyers  and  investment 
acers  out  there  handsomely  paid 

0  evise  ways  to  get  around  these 

1  ses  and  scalp  the  investor, 
vestors  who  want  liquidity  and 

|rj  ed  up  with  LBOs  should  consid- 
„t|iegotiable  deposits  issued  by 
acs  and  savings  and  loans  (not 
a  c  holding  companies).  Make 
u  it's  a  deposit  and  that  it's  in- 
The  smallest  ones  are  called 
1  CDs  and  can  be  had  in 
r.  unts  as  low  as  $1,000.  The  larg- 
^  les,  when  issued  by  a  commer- 
iibank  (not  its  holding  company) 
1  go  by  the  name  deposit  note. 
>Tire's  a  commission  built  into  the 
r  act  but  you  never  see  it,  since 
0  will  be  quoted  a  net  yield. 

herman  is  a  contributing  editor  of 
'fiagazine. 


Meganotes  from  banks  above  the 
$100,000  FDIC  insurance  ceiling  do 
carry  some  risk,  of  course.  And  CDs 
issued  by  foreign  entities  generally 
have  no  insurance  protection  at  all. 
Among  the  large  denomination  de- 
posit notes  are  AAA-rated  Morgan 
Guaranty  lVi%  notes,  due  Septem- 
ber 1990,  offered  to  yield  9. 1 5% ,  and 
Pittsburgh  National  7.2s,  due  Feb- 
ruary 1992,  trading  to  yield  9.40%. 
AA-quality  Svenska  Handelsban- 
ken  8.9s  of  November  1993  yield 
9.5% — fully  uninsured. 

Most  individuals,  however,  will 
do  better  to  stick  to  fully  insured 
CDs.  There  are  two  reasons  these 
brokered  CDs  are  better  than  the 
CDs  you  would  get  by  walking  into 
a  bank.  One,  the  rates  are  better. 
That  is  a  tribute  to  the  negotiating 
strength  of  the  big  wire  houses  and 
to  the  efficiencies  of  size.  NFS  Sav- 
ings Bank  of  Nashua,  N.H.,  for  ex- 
ample, pays  8.45%  on  a  one-year 
$5,000  deposit  to  a  walk-in  custom- 
er. The  same  savings  institution 
pays  8.6%  to  retail  customers  of 
Merrill  Lynch. 

Two,  and  more  important,  the 
brokered  CD  is  negotiable.  If  you 
need  the  cash  before  maturity,  you 
have  the  option  of  selling  the  piece 
of  paper  in  the  open  market.  The 
broker  will  shave  off  a  commission, 
of  course,  but  even  so  you  will  prob- 
ably do  better  than  if  you  had  to 
contend  with  a  surly  bank  teller 
who  will  extract  an  early  withdraw- 
al penalty.  If  interest  rates  have  fall- 
en in  the  meantime,  you  may  be 
able  to  sell  a  CD  for  a  premium  over 
the  amount  deposited  (plus  accrued 
interest,  of  course). 

Merrill  Lynch  was  the  first  big 
firm  to  develop  this  market,  and 
now  has  more  than  $20  billion  of 


CDs  on  its  books.  Plenty  of  other 
brokers  offer  this  product.  And 
they're  doing  a  lot  of  business  these 
days.  Many  buyers  are  using  them 
to  replace  one-year  deposits  and 
Treasury  bills  they  bought  after 
fleeing  the  stock  market  a  year  ago. 

How  good  are  the  rates?  Alan  de 
Vries,  national  fixed-income  retail 
sales  manager  of  Shearson  Lehman 
Hutton,  quotes  a  rate  (as  of  Nov.  16) 
of  8.05%  to  8.35%  on  three-month 
deposits.  At  one  year,  the  yield  is 
8.45%,  while  the  four-year  and  sev- 
en-year yields  are  8.95%  and  9.05% . 

How  do  these  yields  compare 
with  those  on  Treasurys?  First,  be 
careful  about  compounding.  Trea- 
sury notes  and  bonds  compound 
semiannually,  which  adds  about  20 
basis  points  to  their  effective  annu- 
al yield.  CD  rates,  on  the  other 
hand,  are  sometimes  quoted  as  if 
there  were  360  days  in  a  year;  what 
you  really  get  is  365/360  times  the 
quoted  rate.  This  complication  adds 
about  12  basis  points  to  their  effec- 
tive annual  yield.  But  there's  no 
semiannual  compounding  on  a  CD. 

Shearson  evidently  is  quoting  an 
effective  annual  yield.  But  be  sure 
you're  comparing  apples  with  ap- 
ples. Add  20  basis  points  to  the 
Treasury  rates  you  see  in  the  paper, 
and  make  sure  the  CD  rate  your 
broker  quotes  already  reflects  the 
365/360  factor  if  that  is  relevant. 

Now  where  are  we?  As  of  this 
writing,  the  seven-year  Shearson 
CDs,  at  9.05%,  and  seven-year 
Treasurys,  9.09%,  were  neck  and 
neck.  The  Treasurys  have  the  added 
advantage  of  being  exempt  from 
state  income  tax.  The  CDs  have 
their  own  advantage:  They  can  of- 
ten be  put  back  to  the  issuing  bank 
or  S&L  at  par  value  less  the  with- 
drawal penalty,  without  a  broker's 
commission.  If  interest  rates  shoot 
way  up,  this  penalty  could  be  less 
than  the  hit  you'd  take  on  a  T  bond 
of  comparable  maturity.  So  the  put 
option  has  some  value. 

Another  thing:  You  can  boost 
your  CD  yield  slightly  by  buying 
one  from  a  low-quality  bank  or 
thrift.  The  yield  spread  between 
CDs  issued  by  A-rated  and  B-rated 
institutions  is  30  to  35  basis  points. 
So  long  as  the  CD  is  for  less  than 
$100,000  (maturity  value),  there  is 
no  default  risk.  But  the  CD  of  a 
shaky  issuer  is  less  liquid  (since  a 
middleman  couldn't  take  the  risk  of 
holding  more  than  a  $100,000  posi- 
tion), and  as  a  result  carries  a  slight- 
ly better  return.  ■ 
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Portfolio  Strategy 


MONEY  &  INVESTMENTS 


A  new  accounting  rule  is  going  to 
change  the  appearance  of  many  balance 
sheets.  Better  be  ready  for  some  surprises. 

UNBURYING 
THE  FOOTNOTES 


By  Kenneth  L.  Fisher 


Recently  I  did  two  columns  attack- 
ing funny  forms  of  accounting — 
each  of  which  made  some  of  the 
folks  domg  the  accountmg  mad.  So, 
I  figure,  why  quit  when  I'm  on  a 
roll?  Here  is  number  three.  This  col- 
umn's focus  is  on  a  good  change  in 
the  accounting  rules,  which  will 
make  some  stocks  look  bad,  mainly 
some  of  the  more  blue-chip,  big- 
capitalization  ones. 

The  Financial  Accounting  Stan- 
dards Board's  new  FASB  94  requires 
companies  with  majority-owned 
subsidiaries  to  consolidate  the  as- 
sets and  liabilities  of  those  subs  into 
the  parent's  balance  sheets.  That 
means  next  spring's  deluge  of  Dec. 
31  annual  reports  may  hold  a  few 
surprises — negative  ones. 

Let's  say  you  sell  big-tickct  items; 
years  ago  you  created  a  separate  fi- 
nancing subsidiary  to  help  your  cus- 
tomers finance  their  purchases.  You 
borrow  money  and  lend  it  to  your 
customers  so  they  can  buy  your 
product.  The  money  you  borrow  is  a 
liability  and  your  loan  to  your  cus- 
tomer is  an  asset. 

The  old  accounting  rules  let  you 
exclude  your  sub  in  preparing  your 
balance  sheet,  as  long  as  you  de- 

Ketineth  L  FvJxr  !.•.  ci  WooUsidc.  Calif -iKised 
nioney  murwi:;  ■'  lie  has  urUien  two  hooks. 
Uu*  \t.'.i\\  Street  A  ,iltz  and  Super  Slocks. 


tailed  it  in  the  footnotes  to  your 
financials.  So  that's  what  most 
folks  did.  The  problem  is,  in  many 
cases,  these  unconsolidated  subsid- 
iaries grew  to  become  huge  relative 
to  the  main  business,  so  that  not 
including  them  could  be  an  inaccu- 
rate portrayal  of  reality. 

Enter  FASB  94.  Companies  that 
appeared  to  have  conservative  bal- 
ance sheets  will  in  some  instances 
now  look  very  much  more  lever- 
aged. Many  will  look  as  if  they  got 
hit  by  a  tidal  wave  of  debt.  Nothing 
will  have  actually  changed— except 
appearances  Now  all  debt  will  be 
highly  visible,  like  a  wart  on  the 
nose,  whereas  before  it  was  buried 
in  the  footnotes,  back  in  the  back — 
which,  by  my  reckoning,  only  about 
one  out  of  five  investors  ever  stud- 
ies in  any  detail. 

One  of  the  more  extreme  exam- 
ples is  PJLM  Coip  (8),  the  old  Pulte 
Home,  which  consolidated  its  subs 
in  1987.  In  1986  its  balance  sheet 
showed  a  current  ratio  of  2.4-to-l, 
$18  million  of  long-term  debt,  and 
$188  million  of  equity.  After  con- 
solidation, its  current  ratio  was 
only  1.3,  long-term  debt  had  mush- 
roomed by  more  than  $2  billion, 
with  equity  gaining  only  %3>7  mil- 
lion. Nothing  had  changed  really — 
only  the  accounting.  PHM  was  ex- 
treme— and  thus  shocking — in  that 
there  was  so  much  unconsolidated 
debt  in  a  smaller  company.  Usually 
anything  smaller  than  corporate  gi- 
ants have  little  in  the  way  of  uncon- 
solidated subs.  Perhaps  the  new  vis- 
ibility of  the  debt  helps  explain 
PHM's  drop  from  24  to  8  in  the 
strong  stock  market  since  1986. 

The  PHM  Corp.  example  shows 
just  how  much  debt  is  floating 
around  out  there  in  the  footnotes 


that  most  folks  never  know  aboL 

But   you   have   to   discrimint 
Few  cases  will  be  like  PHM's.  1 
Fleetwood  Enterprises  (23),  Amen 
leading  producer  of  mobile  ho  . 
and  recreational  vehicles.  It  h; 
finance  subsidiary,  an  unconsoli 
ed  insurance  sub  and  a  real  es 
development  sub,  alj  of  which 
have      to      be      consolidated  i; 
Fleetwood's  next  annual  report. 

But  in  Fleetwood's  case,  as  ^ 
most  nongiant  companies  (its  r . 
nues  are  about  $1.5  billion),  then 
consolidated  subs  are  small  m 
tion  to  the  overall  business.  B\ 
count,  the  inclusion  of  Fleetw( 
unconsolidated  subs  won't  aftet 
overall  balance  sheet  presentc 
by  even  15%. 

Recently  our  firm  did  a  revie 
all  the  companies  we  either  o\ 
or  are  researching  to  buy  t  ; 
clients.  We  wanted  to  see  l\ 
where  we  stood  on  the  FA^ 
issue.  The  review  covered  43 
capitalization    stocks    (once 
market  caps  between  $100  r 
and  $1.5  billion)  and   18   big; 
blue-chip-type  stocks. 

Fleetwood  was  the  only  or 
the  43  midcap  stocks  to  h 
unconsolidated  finance  sub^ 
Nevertheless,    of    the    18    1. 
stocks  we  owned  or  were  re\ 
ing,   8   would  see  some  mafl 
change  in  their  balance  sheej 
cause  of  FASB  94.  I'm  talking 
panics  like  Honeywell  and  J.C.| 
ney.  Most  were  not  too  bad. 
worst,  by  far,  of  our  holdings] 
General  Motors  (81),  because 
next  spring  you  will  see  the 
billion  of  debt  from  General  M| 
Acceptance  Corp.  consolidated 
GM's  balance  sheet  for  the  I 
time.  The  other  domestic  auto| 
ers  should  suffer  even  worse 
pairment  to  the  appearance  of  j 
balance  sheets. 

Other  big-cap  blue  chips  I 
probably  will  have  the  look  of  I 
financials  particularly  affected] 
most  shocking  ways  include 
(46),  General  Electric  (45), 
Nai'istar  (5),  Tenneco  (49)  andj 
tingbonse  (50). 

I'm  not  suggesting  that  yoij 
these  stocks — just  be  prepare 
the  changes  FASB  94  will  creJ 
their  balance  sheets,  and  be| 
you  are  comfortable  with  thet 
advice  is:  Check  every  stocll 
own  to  make  sure  this  year's! 
notes  don't  catch  you  by  sui 
when  the  new  annuals  come  (| 
the  spring.  ■ 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


npie  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
■  cities,  away  from  noise  and 
)llution.  It's  nature  in  an  un- 
loiled  state. 

Each  ranch  is  40  acres  or  more, 
really  big  spread.  With  controlled 
;cess  that  assures  exclusivity 
id  privacy.  We're  up  in  the  moun- 
'  ins  of  Colorado's  glorious  San- 
e  de  Cristo  range — the  heart  of  the 
Dckies.  Where  deer,  elk,  eagles, 
lid  turkey  and  other  birds  and  ani- 
als  still  roam. 

Very  few  owners  will  share  this 
irt  of  the  American  Alps,  and  our 
incept  for  buyers  is  simple:  A 
rge,  desirable  piece  of  property, 
fered  with  financing  and  full 
lyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303    W5 
Ft.  Garland,  CO  81133. 
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I  operty  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
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Observations 


MONEY  &  INVESTMENTS 


Before  Bush  leaves  office,  we  will  see 
interest  rates  and  infiation  rates  higher 
than  any  we  have  had  in  two  centuries. 

POSTELECTION 
BLUES 


By  Ashby  Bladen 


On  the  Wednesday  alter  Eleetion 
Tuesday  our  foreign  creditors  began 
to  rub  our  noses  in  the  financial 
mess  that  until  then  our  politicians 
had  succeeded  in  keeping  under  the 
rug.  The  dollar  fell  sharply  as  it  be- 
came obvious  that  the  federal  bud- 
get deadlock  is  not  likely  to  be  bro- 
ken without  a  foreign-exchange  cri- 
sis, and  suddenly  Thursday's  Wc/// 
Street Joitnuil  was  full  of  forebodings 
about  the  crisis  that  this  column 
has  been  telling  you  for  six  years  is 
inevitable. 

The  impact  of  the  dollar  crisis 
will  be  different  from  but  no  less 
serious  than  the  crisis  of  the  pound 
sterling  in  September  1 93 1 .  The  col- 
lapse of  sterling  was  the  last  straw 
that  turned  the  slump  of  1930-31 
into  the  deflationary  Great  Depres- 
sion. This  time  the  collapse  of  the 
dollar  will  bring  to  our  shores  the 
hyperinflationary  depression  that 
much  of  the  Third  World  has  been 
suffering  for  the  last  six  years. 

Nov.  5's  Fcononiisf  magazine  con- 
cluded that  "However  the  impasse 
is  resolved,  America's  financial  fra- 
gility threatens  to  leave  the  new 
President  lookuig  as  happy  as  Hoo- 
ver by  1992." 


As/jfov  Bladen  is  a  financial  cotistiliani  and 
author  of  Hdw  to  Cox  ^lih  the  De\'elop- 
ing  Financial  Crisis. 


Forbes  and  many  other  observers 
have  showed  us  the  fragility  of  the 
individual  parts  of  the  American  fi- 
nancial system,  but  few  have  put 
the  pieces  together  into  the  big  pic- 
ture of  a  country  that  is  drastically 
overborrowed  in  all  sectors,  domes- 
tic and  foreign.  I  disagree  with  Peter 
Brimelow's  conclusion  ("Is  the  Rea- 
gan prosperity  for  real?"  Forbes, 
Oct  M]  that  the  burden  of  private- 
sector  debt  "has  little  to  do  with 
government  policy."  I  first  started 
to  worry  about  it  in  1961,  when  the 
new  economists  of  the  Kennedy  Ad- 
ministration said  that  they  would 
run  the  economy  permanently  at 
full  employment  by  a  judicious 
mixture  of  fiscal  policy,  which 
meant  government  borrowing  and 
spending,  and  monetary  policy, 
which  in  those  days  meant  easy 
credit  for  the  rest  of  us. 

It  seemed  clear  to  me  that  most 
people  would  decide  that  if  even 
mild  recessions  were  no  longer  to  be 
tolerated,  then  the  risk  of  getting 
into  financial  trouble  because  you 
had  lost  your  job  had  been  substan- 
tially reduced,  while  the  risk  of  in- 
flation had  increased.  So  it  made 
sense  to  borrow  heavily  and  buy  real 
things  like  houses  as  inflation 
hedges.  That  was  particularly  the 
case  because  personal  interest  pay- 
ments were  tax  deductible.  From 
the  Roosevelt  Administration 
through  the  Carter  Administration, 
our  government  consistently  fa- 
vored borrowers  and  spenders  at  the 
expense  of  savers  and  investors. 

We  have  to  give  the  Reagan  Ad- 
ministration's supply-siders  credit 
for  finally  realizing  that  marginal 
tax  rates  were  too  high  for  optimum 
economic  efficiency.  However,  they 
overestimated     the     speed     with 


which  people  would  respond  to  i 
incentive  of  being  able  to  keep  m  i 
of  their  own  earnings.  Then,  wl 
the  tax  cut  produced  not  higher  i 
enue  but  a  soaring  deficit,  t 
slipped  into  the  position  that  ev( 
thing  will  be  fine  if  the  governm 
just  finances  by  borrowing  inst 
of  by  raising  taxes.  Now  Preside 
elect  Bush  is  stuck  in  the  bui 
impasse  because  he  failed  to  repi 
ate  that  disastrous  idea. 

So  far  our  inflation  has  been  1 
down  by  the  misfortunes  of 
Third  World  countries  that  have 
ready  borrowed  themselves  int( 
nancial  trouble  and  now  have  to 
their  products  for  whatever  t 
can  get  in  order  to  service  t 
debts.  But  in  the  long  run  the  ( 
way  to  cut  taxes  without  worsei 
inflation  is  to  cut  govemn 
spending.  In  the  1980s  the  pc 
cians  who  had  the  guts  to  rec 
mend  doing  that  didn't  even  ma 
through  the  primaries. 

The  tax  deductibility  of  inte 
expense  now  has  been  all  but  el 
nated,  unless  you  put  your  hous 
for  collateral.  But  that  excep 
has  led  Everyman  to  leverage 
house  to  the  hilt  and  send  his 
to  work  to  help  carry  the  mortj 
If  either  one  of  them  loses  that 
they  will  lose  the  house,  too. 

The  deductibility  of  busines 
terest  has  not  been  eliminated, 
that  has  helped  wheeler-dealei 
create  enormous  capital  gains  ch 
night  by  borrowing  against  a  cp 
pany's  assets  and  earnings  in 
to  buy  m  and  retire  its  own 
(Forbes,  Nov.  28).  By  now  the  cd 
rate  sector  is  so  overleveragedl 
we  cannot  afford  another  recesj 
or  credit  crunch,  or  even  a  bear  | 
ket.  Any  one  of  them  would 
Everyman  and  his  wife  to  lose  I 
jobs  when  their  employer  goes  j 

Finally,  because  we  Amer 
borrow  and  spend  far  more  thai 
save,  we  have  to  borrow  he| 
from  abroad.  Our  foreign  cred 
suspect  that  we  are  too  hookcl 
debt  to  stop,  and  they  know  thi 
cannot  repay  at  anything  lik(| 
current  foreign-exchange  valil 
the  dollar.  A  lower  dollar  is,  i| 
feet,  a  national  price  cut 
good  for  domestic  employmen'l 
it  also  means  higher  prices  io{ 
ports — and  thus  more  inflat 
and  a  lower  standard  of  livin}! 
fore  Mr.  Bush  finishes  his  ter| 
office  we  will  have  topped  the 
1980s  peaks  of  inflation  and'j 
est  rates.  ■ 
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Financial  World  gives  you  the  tools  you  need  for 
intelligent  and  profitable  investing: 

INDEPENDENT  PERFORMANCE  TRACKING 
OF  MUTUAI  FUNDS 

FW  brings  you  the  most  comprehensive  ongoing  coverage  of  mutual 
funds  of  any  magazine  in  .\merica. . . 

Every  two  weeks — Fund  Watch  spotlights  the  hot  mutual  funds . . .  and 
the  dogs.  And  Selected  Issues  shows  you  the  actual  portfolio  choices  of 
the  best  performing  funds. 

Every  other  month — FWs  Independent  Appraisals  tracks  over 
800  mutual  funds  with  year  to  date  and  three  year  A+  to  D  performance 
ratings,  plus  risk  analysis. 

Quarterly — FWs  Mutual  Fund  Round-up  offers  pages  of  compar- 
ative performance  stats,  rankings,  and  penetrating  closeups  of  winners 
and  losers. 

Year  End  Summary — You  get  the  best,  most  complete  tabular 
summary  of  all  the  final  numbers  on  over  800  major  funds. 

GREAT  STOCK  RECOMMENDATIONS! 


1988 


FVC' gives  you  concise,  hard-hitting  anahsis  and  commentary  to  give 
you  the  reasons  behind  each  stock  recommendation.  Every  other  month 
there's  a  special  puUout  section  tracking  all  3,000  stocks  on  the  NYSE, 
AMEX  and  NASDAQ  national  market  with  23  key  financial  indicators  and 
FWs  exclusive  A-l-  to  D  ratings. 

YOUU  ALSO  RECEIVE— 

•  Two  big  forecast  issues  to  keep  you  on  top  of  critical  market  trends. 

•  The  Financial  World  500,  the  Annual  growth  company  directory — 
a  definitive  guide  to  the  hottest  500  companies  in  America. 

•  Discount  Brokers — new  developments  in  the  use  of  the  discount 
brokers  for  securities,  options  and  futures  trading. 

ITS  EASY  TO  START  RECEIVING  FINANCIAL  WORLD. . . 
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Will  the  January  Effect  work  again  in 
1989  r"  Here's  why  it  probably  will. 


HAPPY  NEW  YEAR 


With  year-end  only  weeks  away,  it's 
a  good  time  to  talk  about  the  cele- 
brated January  Effect — the  tendency 
for  all  stocks,  but  especially  second- 
ary issues,  to  perform  well  in  Janu- 
ary. The  January  Effect  has  persisted 
for  years.  It  has  persisted  m  defiance 
of  the  random-walk  hypothesis  and 
in  equal  defiance  of  those  of  us  who 
believe  such  anomalies  cannot  last 
once  large  numbers  of  people  be- 
come aware  of  them. 

In  1987  the  January  Effect  re- 
ceived widespread  popular  recogni- 
tion: Finance  professors  Robert 
Haugcn  and  Josef  Lakonishok  wrote 
a  book  on  the  subject  [Tlx-  hiaeiiihle 
Januan  Effect — TIm.'  Stock  Market  '.s  I  n- 
soli'eJ  Mysten',  Dow  Jones-Irwin), 
which  was  reviewed  in  this  column 
and  in  almost  every  major  business 
publication.  Did  this  wide  publicity 
bring  in  so  many  investors  that  the 
January  Effect  became  discounted? 
No.  The  stock  market  in  January 
1988  held  true  to  form. 

In  my  column  on  the  January  Ef- 
fect, I  suggested  two  ways  of  profit- 
ing from  this  stubbornly  persistent 
anomaly.  My  aggressive  strategy 
called  for  the  outright  purchase  of  a 

Mark  Hullwrt  is  editor  of  t/x'  Alexandria, 
Va-hw^ed  Hulbert  Financial  Digest  and  au- 
thor of  The  .Second  Hulbert  Financial  Digest 
■■\lmanac,  puhlLsJx'd hy  Miiicna  Hooks 


Value  Line  futures  contract,  since 
the  January  Effect  is  most  pro- 
nounced among  the  secondary 
stocks  that  make  up  so  much  of  the 
Value  Line  index.  Sure  enough,  the 
Value  Line  contract  gained  4.8%  in 
January  1988,  equivalent  to  a  75% 
annual  rate  of  increase.  My  more 
conservative  strategy  was  to  con- 
struct a  hedge,  going  long  a  Value 
Line  contract  and  shorting  the  more 
blue-chip-dominated  S&.P  500  con- 
tract. The  second  strategy  would 
have  been  profitable  last  year,  albeit 
less  so  than  the  unhedged  one. 

Since  the  January  Effect  is  even 
more  widely  known  this  year  than 
last,  several  of  the  investment 
newsletters  I  monitor  in  my  llulbert 
I'inaticial  Digest  worry  that  it  may 
not  be  repeated  in  1989.  A  number 
of  them  argue  it  is  likely  to  turn 
into  a  "December  Effect"  as  inves- 
tors buy  up  secondaries  in  Decem- 
ber in  anticipation  of  a  January  gain. 

Perhaps.  But  professors  Haugen 
and  Lakonishok,  in  a  fascinating 
follow-up  study  published  in  the 
November  issue  of  Investment  Man- 
agement Reiieu\  explore  the  possibil- 
ity that  there  are  powerful  structur- 
al forces  causing  the  January  Ef- 
fect— powerful  enough  to  prevent  it 
from  disappearing  or  being  dis- 
placed into  December.  These  derive 
from  the  way  in  which  money  man- 
agers are  compensated. 

Haugen  and  Lakonishok  argue 
that  most  money  managers  have  an 
incentive  to  make  their  portfolios 
look  more  and  more  like  the  S&P 
500  as  the  calendar  year  progresses, 
regardless  of  whether  the  manager 
is  ahead  or  behind  the  S&.P  500.  A 
money  manager  who  at  midyear  is 
ahead  of  the  S&.P  500  knows  that 
he'll  receive  a  good  bonus  for  beat- 


ing this  standard  benchmark  of 
vestment  performance — as  long 
he  can  hold  on  through  the  end 
the  year.  His  incentive  to  take  f 
ther  risks,  therefore,  is  probal 
outweighed  by  the  risk  of  fall) 
below  the  S&P  500  by  the  end  of  i 
year.  So  he  will  coast  by  reorient 
his  portfolio  to  mimic  the  S&P  5 
locking  in  his  above-market  perl 
mance  for  the  rest  of  the  year. 

Conversely,  for  a  money  mana 
who  is  behind  the  S&cP  500  at  ir 
year,  the  incentive  to  take  risk; 
outweighed  as  the  year  progres 
by  the  incentive  to  avoid  ending 
year  at  the  bottom  of  the  per 
mance  rankings.  So  he  also  will  p 
gressively  reorient  his  portfolir 
mimic  the  S&P  500. 

As  the  year  ends,  however, 
situation  changes  dramatically. ' 
money  managers'  compensat 
slate  has  been  wiped  clean, 
their  incentive  to  take  risks  is  at 
highest  level  it  will  be  at  any  p< 
in  the  year. 

This  theory  suggests  why  the 
uary  Effect  is  more  pronounce< 
secondary  stocks.  The  money  fl 
ing  into  the  market  at  the  begini 
of  the  year  will  have  more  effec 
the  thinly  traded  issues  than  on 
more  liquid  blue-chip  stocks, 
since  performance  bonuses  typif 
ly  are  earned  by  outperformingVi 
S&.P  500,  managers  have  an  eft 
incentive  to  focus  on  the  risky  !► 
ondary  stocks.  ^ 

This  theory  also  implies  that! 
January  Effect  is  likely  to  cent 
regardless  of  how  many  indivi| 
investors  are  aware  of  its  existe 
Though  individuals  may  start  I 
chasing  secondaries  in  DeceirJ 
perhaps  leading  to  a  partial  DecT 
her  Effect,  the  incentives  of  insl 
tional  money  managers,  wj 
portfolios  dominate  the  mal 
won't  change  until  the  new  ye; 

What  does  this  mean  for  the  ( 
ing  January?   Even  if  it's  a 
month,    secondary    stocks   sb 
still  do  better  than  the  blue  chii 
you  are  worried  about  the  ma 
you  can  play  the  January  Effec 
the    conservative    strategy:   j 
long   a   Value    Line    contract 
shorting  an  S&P  500  contract, 
if  you  are  fairly  optimistic,  g(J 
unhedged   route   by   simply 
long  the  Value  Line  contract. 

No    guarantees,    but    these  I 
strategies    that    have    workec* 
many  years  and  there  is  little  kJ 
to  think  they  won't  work  as  usij 
January  1989.  ■ 
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LERSCOPE  Merchandising  Products  of  the  Month 


i  iheet  Program 
s  Capabilities 
[  ler  All-in- One 
i  rocessors 

f  as  developed  the 

i  Organizer  spread- 

I  jram.  Fully  com- 

i  ith  Brother  all-in- 

I  processors,  the 

J «  Personal  Organizer 
ntional  spreadsheet 
and  pre-programmed 
for  monthly  budgeting, 
;  balancing,  sales  analysis 


and  a  phone/address  directory.  It  also 
— \  has  a  unique  "create  your  own"  feature 
..,„Mf;?.'&Wv  which  enables  users  to  easily 

design  and  save  their  own 
applications.  Simple  to 
load  and  use,  the  Per- 
sonal Organizer  lets 
users  really  count  on 
their  Brother  Word 
Processors.  For 
more  informa- 
tion, call  Dean 
Shulman  at  Brother's 
Consumer  Product  Division, 
201-981-0300. 


[j  2r  Diskette 
•  and  «• 

I  Tient        ,-^ 

iits 


your    Diskettes,    Data    Car- 
CD's  in  these  stackable  stor- 
Two-drawer  unit  stores  up  to 
•isks,  16  Data  Cartridges  or  80 
.95  List).  Three-drawer  units 
to  180-3  Va"  Disks  or  30  mini 
($69.95  List).  Designed  for 
)r  stacked  in  any  combination 
r-  de  or  top-to-bottom).  Slide-out 
s  nclude    index    dividers    and 
1   ndles  to  transport  drawers  to 
w  testations  or  offices.  Includes 
p  et  to  protect  surfaces,  non-me- 
e  ocks  and  labeling  system.  For 
a  n  contact,  Tech-cessories  Inc., 
R  ers  Circle  #2,  Boca  Raton,  FL 
994-9060. 


I  Service  =  $$$ 


:<  AID 


I  O  N 


Video  Aid  Corpora- 
tion, the  leader  in 
extended  service,  of- 
fers  programs   de- 
signed to  boost  prof 
its  for  manufactur- 
ers   and    retailers 
c  trolling    service    costs    and 
ice  of  mind  to  the  consumer. 
ty  administration  program 
warranty  costs  for  manu- 
itting  more  profit  back  into 
ne.  For  retailers,  extended  ser- 
ining  a  competitive  necessity 
ilustries  as  a  source  of  plus 
both    manufacturer    £md 
service  concept  provides  a 
I  lol  allowing  you  to  establish 
ivorable  relationships  with 
For  more  information,  con- 
Romano  at  (914)  692-3333. 


Whirlpool  Introduces 
Convection  Microwave  Cooking 

Convection  cooking  browns  pastries  and 
broils  meats  beautifully.  Microwaving  is 
the  fastest  way  to  cook  any  food.  And  now 
Whirlpool  combines  the  two  in  a  convec- 
tion microwave  that's  perfect  for  cooking 
large   roasts,    fowl,    chicken    and   fish. 


Whirlpool ''  convection  microwave  ovens 
also  feature  a  Balanced  Wave  Cooking 
System  that  cooks  food  evenly  without 
space-wasting  turntables.  For  more  in- 
formation on  this  better  way  to  bake, 
broil,  roast  and  brown  for  the  holidays, 
ask  your  Whirlpool  Dealer  about  the  new 
Whirlpool  Convection  Microwave. 


The  Cool 
Combination 
From  U-Line 

U-Line  presents 
the  cool  combi- 
nation for  all 
your  entertain- 
ment and  every- 
day needs... the  U-Line  Combination  Ice 
Maker  Refrigerator  Perfect  for  the  home, 
the  U-Line  Combo  provides  an  ice  maker 
with  13  lbs.  of  storage  along  with  2.4  cu.  ft. 
refiigeration  space.  No  drain  is  required. 
It  is  complete  with  adjustable  shelves,  in- 
door storage  and  quick-change  right  or 
left  hand  doors.  Energy-efficient  and 
space-saving,  the  U-Line  Combo  is  ideal 
for  tightly  built-in  or  fi-eestanding  use. 
Choice  of  walnut,  white,  or  almond  finish. 
The  U-Line  Combo  is  backed  by  three 
generations  of  refrigeration  expertise. 
Suggested  retail  price  $758.00.  For  more 
information,  contact  Richard  Uihlein  at 
(414)  354-0300. 

You'll  Never  Miss  a  Show 
Wherever  You  Are... 

With  the  amazing  cube  shape  color  LCD 
television  from  Citizen's  CBM  America 
Corp.  State-of-the-art  technology  and 
sleek  black  exterior  styling  makes 
Citizen's  model  T-126  a  tasteful  en- 
hancement on  any  office  desktop.  Catch 
the  news  in  the  office  when  you're 
working  late  —  or  use  it  as  a  video  mon- 
itor to  watch  the  latest  commercial  or 
training  tape  your  AA^  department  or 
agency  may  have  produced.  You  get  a 
colorful,  high  contrast,  sharp  and  high 
resolution  picture  each  and  every 
time  —  on  an  easy-to-view  2.6"  screen 
with  Citizen's  unique  Super  Matrix® 
(CSM)  Filter  System.  For  more  infor- 
mation contact  Pat  Barnett,  CBM  Video 
Division,  1-800-421-6516. 


Play  Football  With  John  Elway 

"John  Elway's  Quart- 
erback," the  first  video 
game  to  give  players  the 
fast,  hard-hitting  action 
of  real  football,  has  been 
introduced  by  Trade- 
west,  Inc.  for  use  on  the 
Nintendo  Entertain- 
ment System.  Endorsed 
by  all-pro  quarterback  John  Elway,  the 
game   can   be   played   by   one   or   two 


players  at  a  time.  Lifelike  sound  and  gra- 
phics accompany  every 
move  as  players  run,  pass, 
kick  and  tackle.  No  two 
plays  are  ever  the  same,  so 
the  game  is  unpredictable 
and  fiin  for  both  adults  and 
kids  to  play  over  and  over. 
"John  Elway's  Quarterback" 
is  also  available  for  use  on 
personal  computers.  For  more  information, 
contact  Trade-west  at  (214)874-2683. 
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Insights 


MONEY  &  INVESTMENTS 


7??^  learned  economists  are  giving  Presi- 
dent-elect George  Bush  the  same  advice 
their  predecessors  gave  Herbert  Hoover. 

MAINSTREAM 
VOODOO 


By  Alan  Reynolds 


".  .  .  Balancing  the  federal  budget  is 
indispensable  to  the  restoration  of 
confidence.  The  issue  before  the 
country  is  the  recstablishment  of 
confidence  through  immediate  pas- 
sage of  revenue  measures." 

A  month  after  Herbert  Hoover  of- 
fered the  above  analysis  in  May 
1932,  Congress  tripled  income  tax 
rates.  Wall  Street  applauded  Presi- 
dent Hoover's  prescription.  Individ- 
ual tax  receipts  immediately  fell  by 
21%.  Was  confidence  restored? 
Read  the  history  books. 

Here  we  go  again.  When  the  dollar 
recently  tumbled  on  election  eve, 
economists  who  once  told  us  that 
budget  deficits  made  the  dollar  go  up 
(which  was  terrible)  lost  no  time  in 
proclaiming  that  deficits  now  make 
the  dollar  go  down  (which  is  worse). 
The  new  President-elect  was  urgent- 
ly urged  to  emulate  President  Hoo- 
ver and  raise  taxes. 

Have  you  noticed?  The  crise  du 
jour  keeps  changing,  but  the  quick 
fix  remains  the  same:  Raise  taxes. 
After  October  1987  the  consensus 
of  respectable  opinion  announced 
that  another  Great  Depression  was 
imminent  imless  the  White  House 
did  something  about  the  budget  def- 

AJan  Reytiolds,  a  guest  coluwtiist.  is  chief 
aoyiimiist  with  Poiyconomics  Itic,  a  con- 
S!.iii<ti;/irm  in  .Uonvihiuii.  SJ 


icit  that  had  just  fallen  by  one- 
fourth.  It  didn't  matter  what  was 
done — a  steep  tax  on  corporations 
or  their  stockholders  and  customers 
would  be  fine. 

By  this  summer,  the  consensus 
about  where  the  crisis  lay  had  re- 
versed itself  with  impressive  agility. 
Instead  of  depression,  the  U.S.  faced 
a  dangerously  overheated  economy, 
on  the  verge  of  double-digit  infla- 
tion. Merely  reducing  the  increase 
in  producer  prices  to  zero  has  not 
yet  satisfied  the  overheated  econo- 
mists. They  cry  for  more  taxes. 

Most  recently,  British  officials 
have  been  particularly  outspoken 
about  the  urgency  of  increasing  U.S. 
tax  rates.  This  is  curious  advice 
from  a  country  that  slashed  tax 
rates  in  half  and  ended  up  with  an 
unexpected  budget  surplus.  The 
U.K.,  however,  also  has  a  trade  defi- 
cit that  has  increased  almost  as  rap- 
idly as  the  U.S.  trade  deficit  has 
declined.  Among  other  inspiring  re- 
sults of  fiscal  rectitude,  Britain's  in- 
flation is  6%,  unemployment  is  8%, 
and  short-term  interest  rates  are 
12%.  Officials  from  several  Europe- 
an countries  have  likewise  an- 
nounced that  unless  Bush  cuts  the 
budget  deficit  immediately,  they 
don't  care  what  happens  to  the  dol- 
lar. Since  a  sitting  Vice  President 
with  no  Cabinet  cannot  possibly  do 
anything  about  the  budget,  these 
pronouncements  created  the  most 
inviting  feast  for  currency  specula- 
tors since  October  1987. 

The  President-elect  is  also  del- 
uged with  the  equally  constructivie 
opinions  of  "leading  economists," 
meaning  those  invited  to  tell  the 
National  Economic  Commission 
what  it  wanted  to  hear.  These  main- 
stream economists  used  to  be  su- 


premely confident  that  budget  d( 
cits  made  the  dollar  go  up.  If  tl 
are  right,  it  follows  that  the  rati 
scary  drop  in  the  dollar  in  reo 
weeks  must  have  meant  the  bud 
deficit  is  too  small.  To  avoid  si 
consistency,  the  theory  obviou 
had  to  be  revised.  r 

At    the    start    of    1988,    sevel 
scholars    from    Cambridge,    Mj 
wrote  in  public  places  about  h 
the  dollar  would  keep  falling  ( 
years,  and  praised  this  as  a  mar 
ous   development.    Just   after  t 
outburst  of  euphoric  nostalgia 
the  Carter  years,  however,  an 
considerate  foreign  exchange  iij| 
ket  pushed  the  dollar  sharply  hii-, 
er.  The  newly  remodeled  versioiii 
mainstream  economics  then  de# 
ed  that  the  dollar  no  longer 
anything   to   do   with   the  budi 
deficit.  Instead,  the  dollar  was  i 
to  be  rising  because  of  the  \oi 
trade  deficit.  And  the  lower  1 
trade  deficit,  in  turn,  was  attribi 
to  the  unexplained  1985-87  dec 
in  the  dollar. 

If  the  falling  dollar  caused  the  1 
mg  trade  deficit  and  the  falling  ti 
deficit  then  made  the  dollar  ris 
logically   follows   that   the  fal 
dollar  caused  the  rising  dollar 
But  the  rising  dollar  in  early  If 
leading   economists   agreed,  n 
make  the  trade  deficit  rise  agaifi 
that  case,  the  rising  dollar  mustl 
increasing  the  trade  deficit,  on 
the  dollar  fall.  I 

If  you  understand  all  that, 
may  have  a  promising  future . 
Ivy  League  economist.  But  not] 
fore  switching  theories  once 
In  the  latest  variation,  budget! 
cits  have  made  a  comeback, 
budget  deficits  now  make  thed(| 
fall,   not  rise.  Another  novdc 
that  a  falling  dollar  is  no 
desirable    objective,     but 
needs  curing  with  higher  tax  ii| 
Foreigners  claim  to  prefer  in| 
in  collapsing  economies. 

Despite  this  admirable  flexibl 
of  economic  orthodoxy,  it  sel 
quite  unlikely  that  a  Hoover&'l 
tax  policy  can  really  do  all  tl 
wonderful  things.  Those  who  '* 
to  tax  the  private  economy 
oblivion  in  order  to  cut  imil 
can't  have  it  both  ways — sud 
policy  would  balloon  the  buj 
deficit  as  tax  receipts  dropped  1 
unemployment  benefits  increi^ 
That  would  be  a  hard  way  to  i 
that  the  ever  changing  twin  •*; 
cits  story  was  never  more  tb^ 
cruel  hoax.  ■ 
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UCATIONS  INC  N 

lovember  9,  1988— Affiliated  Publica- 
ced  today  its  final  results  for  the  third 
.  including  its  equity  share  of  the 
)f  McCaw  Cellular  Communications,  Inc. 
ington. 

nte  for  its  investment  in  McCaw  using  the 

accounting,  under  which  Affiliated  recog- 

teof  McCaw's  book  income  or  loss.  McCaw 

.1  quarter  results  on  November  8, 1988. 

:October  13,  Affiliated's  revenues  for  the 

le  $130,111,000   as  compared   with 

he  same  period  a  year  ago. 

H  quarter  income  from  consolidated  oper- 

I,  ',000  or  $.16  per  share  as  compared  with 

)i  19  per  share  in  1987.  Income  from 

)l  itions  does  not  include  the  impact  of 

T  s  from  Affiliated's  equity  investment  in 

,  liated's  net  for  the  third  quarter  of  1988 
It  affected  by  its  share  of  McCaw's  net 
le  net  loss  for  the  third  quarter  was 
Bi  .38  per  share  versus  net  income  of 
8  1.75  per  share  for  the  third  quarter  of 
d'  hare  of  McCaw's  losses  reduced  its  net 
17  7,000  or  $.54  per  share  in  the  third 
ifT  red  with  Affiliated's  share  of  McCaw's 
)9  5,000  or  $1.56  per  share  in  the  same 
a  The  1987  amount  included  a  one-time 
g  of  $121,750,000  or  $1.73  per  share 
in  3se  in  shareholder's  equity  of  McCaw  as 
n  iai  public  offering  by  McCaw  Cellular 
ns  ic.  Recognition  of  Affiliated's  share  of 
ii  me  or  loss  has  no  effect  on  Affiliated's 

'nt!  ations.  Inc.,  is  the  parent  company  of 
ip>  Company,  publisher  of  The  Boston 
)c  s  Billboard  Publications,  Inc.,  a  leading 
pe  Ity  magazines  and  books  for  the  enter- 
al Jesign  markets.  In  addition,  through  the 
'K  Division,  it  publishes  and  retails  region- 
'K'  looks  and  travel  guides. 
A1  ated  owns  61,538,000  shares  of  McCaw 
ur  tions,  Inc.  the  largest  cellular  telephone 
tc  n  the  United  States  and  one  of  the 
« '  ing  operators. 

an  Orr,  Vice  President,  Affiliated  Publica- 
5  rissey  Boulevard,  Boston,  MA.  02107. 
2;  B5.) 


N 

N  E)  acquires  key  segment  of 
'0  I  Technical  Services  Firm 

t  27— JWP  Inc.  (NYSE:  JWP)  a  nation- 
ices  company  announced  today  that  it 


has  acquired  all  of  the  stock  of  the  Dynalectric  Company 
and  several  of  its  U.S.-based  subsidiaries  and  affiliates 
from  OynCorp  of  McLean,  Virginia. 

Since  its  inception  in  1970,  Dynalectric  Company  has 
grown  to  become  one  of  the  nation's  largest,  broad-based 
electrical  services  firms,  generating  approximately  $180 
million  in  annual  revenues  in  1988  in  the  U.S. 

According  to  Andrew  T.  Dwyer,  JWP's  Chairman  of  the 
Board  and  President,  "the  acquisition  of  Dynalectric  pro- 
vides JWP  with  the  opportunity  to  expand  its  technical 
services  operations,  to  continue  to  broaden  JWP's  revenue 
base  across  the  U.S.,  and  to  gain  access  to  a  significant 
customer  base." 

Dynalectric  has  offices  in  Washington,  O.C,  Atlanta, 
Miami,  Denver,  Salt  Lake  City,  San  Diego,  Los  Angeles, 
Sacramento,  Las  Vegas  and  Owensboro,  Kentucky.  The 
company  performs  electrical  installations  for  industrial  and 
utility  plants  and  also  engages  in  Institutional  and  commer- 


cial activities. 

The  acquisition  is  not  expected  to  materially  affect  JWP's 
net  income  this  year,  however,  it  should  provide  another 
foundation  for  further  earnings  growth  in  the  future. 

JWP  INC.,  which  for  the  12  month  period  ending  June  30, 
1988  had  revenues  of  $716.5  million  and  net  income  of 
$24.8  million,  is  a  rapidly  growing  technical  services  firm 
which  provides  a  comprehensive  array  of  building  and 
facilities  services  and  products  in  support  of  the  high 
technology  work  environment  of  commercial,  industrial  and 
institutional  customers.  JWP  is  capitalizing  upon  the 
strengths  of  its  core  businesses,  is  establishing  itself  in  the 
growing  market  for  energy  and  environmental  systems  and 
also  owns  and  operates  the  largest  investor-owned  water 
utility  in  New  York  State. 

(Contact:  Ernest  w.  Grendi,  Executive  Vice  President  and 
Chief  Financial  Officer,  JWP  INC.,  2975  Westchester  Avenue, 
Purchase,  NY  10577  Phone  (914)  935-4000.) 


Whafs  the  best 
way  to  reach 
America's  most 
important  investors? 

Once  a  month 

Corporate  Report  Updates  enables  publicly  held  corpora- 
tions to  announce  important  developments  to  active  and 
influential  investors  who  regularly  read  Forbes.  This  low 
cost,  informational  advertising  service  appears  1 2  times  a 
year,  and  for  additional  impact  and  relevance.  Corporate 
Report  Updates  is  positioned  within  Forbes  magazine's 
popular  "Money  and  Investment"  editorial  section. 

For  more  information,  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

#601 

5800  Eubank  N.E. 

Albuquerque,  NM  87 111 

(505)275-1282/3 

(505)  293-4647  Fax  Machine 


Political  Economy 


Justice  Department  to  play  a  mc 
active  role,  too. 
What  of  the  inflationary  bia 


MONEY  &  INVESTMENTS 


For  investors,  the  Bush  years  are  certain 
to  be  very  different  from  the  Reagan 
years.  Here  are  some  predictions. 

THE  TEXAS  BIAS 


By  Frederick  E.  Rone  Jr. 


Looking  for  economic  policy  clues 
from  the  future  Bush  Administra- 
tion? Here's  an  important  clue: 
Note  that  most  of  the  major  jobs  in 
government  will  be  filled  with  Tex- 
ans.  This  development  has  impor- 
tant investment  implications.  The 
economic  traumas  experienced  by 
Texas  have  made  an  indelible  im- 
pression upon  everyone  associated 
with  the  Lone  Star  State.  My  con- 
clusion is  that  the  Bush  Adminis- 
tration, heavily  Texan,  will  be  char- 
acterized by  a  bias  against  the  lever- 
aging of  corporate  America  and  a 
bias  for  inflation.  The  Bushites 
know  only  too  well  how  devastat- 
ing overleverage  can  be — and  how 
devastating  deflation  can  be. 

First,  consider  the  policymaking 
dramatis  personae.  We  will  begin  at 
the  tup;  George  Bush,  Houston, 
Tex.,  President.  Earned  his  free  en- 
terprise spurs  in  the  west  Texas  oil- 
fields, f  Ijs  seen  most  of  his  business 
contemporaries  in  energy,  real  es- 
tate and  b-inking  go  broke. 

lim  Baker,  attorney,  Houston, 
Tex.,  Sccretarv  ci  State  and  Bush's 
closest  adviser.  Like  Bush,  knows 
firsthand  that  trees  do  not  grow  to 

Frederick  E  (ShcuDRoirv  Jr .  tt  fytiesi  colum- 
nist, is  the  gemral  partner  of  Oreenhier 
Partners,  a  hedge  fu)ul.  He  wus  t>oni,  raised 
and  still  lifes  in  Dallas 


the  sky.  Lloyd  Bentsen,  Houston, 
Tex.,  chairman.  Senate  Finance 
Committee;  and  Henry  Gonzalez  of 
San  Antonio,  Tex.,  likely  to  head 
the  powerful  House  Committee  on 
Banking,  Finance  &.  Urban  Affairs. 
Jim  Wright,  Fort  Worth,  Tex., 
Speaker  of  the  House.  Feels  the 
same,  probably,  though  it's  not 
clear  to  anyone  what  goes  on  in  this 
politician's  mind. 

In  the  late  1970s  and  early  1980s, 
banks,  particularly  Texas  banks, 
raced  to  capitalize  on  what  appeared 
to  be  the  sure  things  of  Texas  oil  in 
the  ground  and  Texas  real  estate. 
With  few  exceptions,  Texas'  finan- 
cial institutions  no  longer  exist,  and 
the  state's  savings  and  loans,  which 
compounded  the  mistakes  made  by 
banks,  have  left  a  $100  billion  prob- 
lem that  seems  insoluble. 

Texans  see  frightening  parallels 
between  the  financial  debacle  that 
has  taken  place  in  Texas  and  the 
corporatc-assets-leveraging  mania 
now  taking  place  all  over  America. 
Experience,  if  you're  a  Texan,  sug- 
gests that  all  lending  manias  end 
badly.  It's  fair  to  assume  that  these 
ranking  Texan  policymakers  be- 
lieve that  the  sooner  the  drive  to 
leverage  corporate  America  is 
curbed,  the  less  likely  that  the  U.S. 
economy  as  a  whole  will  come  to 
look  like  Texas'  economy. 

With  the  elections  behind  them, 
these  policymakers  probably  will 
change  the  rules  governing  lever- 
aged takeovers.  What  can  they  do? 
They  can  press  for  elimination  of 
tax  advantages  involved  in  step-ups 
in  asset  bases,  and  in  the  divestiture 
of  corporate  divisions  and  subsidiar- 
ies. In  other  words,  the  rules  will  be 
changed  so  that  taxpayers  will  stop 
subsidizing  Wall  Street.  Expect  the 


The    disinflation    of 
so     welcome     throughc 


expect? 
1980s, 

most  of  the  U.S.,  took  the  form  of 
outright  deflationary  bust  in  Tex 
Much  of  the  individual  wealth 
Texas  has  simply  vaporized.  Fa 
ous  men  with  names  like  Hunt 
Murchison     and     Connally 
sought  refuge  in  bankruptcy.  It 
been  painful  and  embarrassing, 
the  point  has  not  been  lost  on  tfa 
Texas  policymakers.  Damage  fr 
the  deflation  in  Texas  has  been 
tained  by  the  willingness  of  the 
eral  government  to  pick  up  the 
for  all  the  failed  financial  inst 
tions,  and  by  a  strong  national  ec 
omy.  Deflation  on  a  national  s( 
might  not  be  containable 

Texas,  unlike  the  rest  of  the  co 
try,  has  been  a  net  beneficiar> 
inflation.  So  look  for  these  Te: 
policymakers  to  opt  for  infla 
rather  than  deflation — if  they  ha' 
choice.  Specifically,  and  des 
Bush's  promise  of  no  tax  increa 
look  for  a  tax  on  imported  oil. 

If  what  I  envision  takes  place, 
sort  of  investment  strategies 
paid  off  in  the  1970s  may  again 
off  in  the  late  1980s  and  early  19 
In  an  inflationary  environment^ 
day's  popular  leveraged  buyoul 
consumer  food  companies 
prove  to  be  disastrous  as  prodvu 
costs  rise  faster  than  the  produ 
can  raise  their  prices.  So,  ra 
than  investing  in  LBOs  made  p< 
ble  by  the  tax  code,  eager  len 
and  predictable  cash  flows  in  a 
inflationary  environment,  invesj 
might  focus  on  companies 
prosper  with  inflation.  For  then 
part,  that  means  natural  resoun 

My  specific  suggestions  wouli 
elude  Metiniont  Miniiifj  (36),  the 
mier  North  American  gold  mi 
company  that  also  has  major 
interests;  Burlington  Resources  {1 
diversified  company  with  nat 
resources  across  a  wide  spectru 
enterprises  that  will  benefit  frc 
resurgence  in  inflation;  and  / 
burton  (26),  an  outstanding  oil 
vices  company  that  will  be' 
from  any  improvement  in  the  i 
gy  business.  The  investment 
nership  I  manage  has  positior 
Newmont  Mining. 

No  moneymaking  invest! 
philosophy  works  forever.  Diffi 
policies  from  a  different  Adm 
tration  may  warrant  a  differen 
proach  to  investing.  ■ 
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3-ki^  Informed 

CNN  delivers  you  the  facts  ahead  of  all  othere. 
For  all  the  reasons  in  the  world.  Turn  to  CNN. 

DAYBREAK    PRIMENEWS    EVENING  NEWS 


6am 


8pm 


10pm 


IL 


ALL  TIMES  EASTERN 
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Forbes  Market/ 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


REAL  ESTATE 


REAL  ESTATE 


The  Great  American  Dream  House — 

Models  As  Low  As  $25,000! 

Earn  a  top  living  as  an  Eagle's  Nest  Homes  representative 

—and  live  in  luxury  in  a  stunning  model  home. 


Models  as  low  as  $17  per  sq.  ft. 

•  Interior  and  exterior 
design  flexibility 

•  Remarkably  energy-efficient 

•  Cathedral  ceilings 
and  exterior  decks 

•  Built-in.  expandable 
Home  Computer  Center 

•  FHA  and  VA  accepted 

Unlimited  Income  Potential 

As  an  Eagle  s  Nest  Homes  rep- 
resentative, you  have  unlimited 


income  potential  in  a  defined  territory  And 
the  only  qualification  you  need  is  the  ability  to 
purchase  or  mortgage  a  $25,000  model  which 
may  be  finished  as  a  home  to  live  in.  or  sell,  or 
completed  as  an  office,  condo.  duplex,  or 
other  commercial  enterpnse 

Call  Mr.  Farb 

collect 

(404)  479-9700     nrCCPTSSM, 


PC  Drawer  1569.  Canton.  GA  30114-1569 


BUSINESS  CONSULTANT 


The  demand  tor  consultants  is  in 
creasing  as  internal  management  is 
being  replaced  by  outside,  unbiased 
consultants  We  are  managing  the 
future  and  sharing  it  Enjoy  the  ad- 
vantage o(  being  self-employed  with 
the  association  and  support  of  on*  ol 
the  largest  and  most  respected  con- 
sulting firms  in  the  country  Full  ex 
pense  paid  training  in  New  Orleans 
national  adverlising,  and  fringe  bene- 
fits. Relocation  not  required  r4ominal 
refundable  pertormance  deposit  of 
$7,500  required  Call  for  free  com- 
pany brochure  jnd  details 
Kin  NrtonH BkNtnta ConuHanta. Inc 
InD    Mr.  MarK  Simon,  Ex*c   V.P 

-  (504)  456-1968 


EXTREMELY  HIGH  INCOME 

POTENTIAL 

PROFESSIONAL  BUSINESS 

OPPORTUNITY 

Established  mtl  corp  fias  openings 
for  a  few  addl  associates  Offer  low  in- 
terest bank  loans  to  clients  witfi  no  up 
front  fees — venture  capital  and  devi 
capital  (D&B  avail  on  Trust  witti  ac- 
cess to  9  figures) — letters  of  credit, 
guarantees,  etc  Position  requires  a 
successful,  fcisl-track  type  individual 
wilfi  Inigfi  past  earnings  Confident 
communicator  a  must  A  $9,800  de- 
posit neq  d  if  accepted  (refunded  witfi 
1st  closing)  Full  tng  and  cont  suf)- 
port  Call  for  co  pkg  Full  refs  pro- 
vided to  qualified  applicants 
(301)630-6400 


SELL  IN  JAPAN! 


List  your  propcH)  usinj:  nu/  Tnkvo  itlt'icc  to 
rtach  5(X) »  RcaJ  bsiaic  hrokcrs  in  Japan 

Free  nnslauon   NO  COMMISSION   Your 

name  listed  a&  contact  point.  Tear  sheet 

provided  Only  $190  for  .1  months  lisung 

CALL:  Hon  &  Bunker  Inc. 

1-800-USA-2111 


1-800-USA-UST 


BUY -SELL -TRADE 


PROPERTV-PROOUCTS-SERVICE 


BRINGING  BUYERS  & 
SELLERS  TOGETHER 


NOBROKEflACE  FEES 


Special  10%  discount  on  classified  ads  that  run  in 
both  AMERICAN  HERITAGE  EXCHANGE  and 
FORBES  Market/Classified. 


REQUEST  FOR  DEVELOPER 
QUALIFICATIONS 

MONTEREY  PARK  REDEVELOPMENT  AGENCY  (818)  30 


The  City  of  Monterey  Park  is  pleased  to  announce  t 
opportunit\'  to  participate  in  a  unique  public/private 
approach  to  the  Revitalization  of  the  38.1  acre  N.  At 
Blvd.  Specific  Plan  Area. 

120  W.  NEWMARK  AVE.  IV10NTEREY  PARK,  CA  91754        .\TT;  MARK  LEWIS  (CITV  hJ 

BILL  DON.WO  (PROJECT  m 


SUBMITTAL  DUE  DATE:  JANUARY  15,  1989 


INVESTMENT  PROPERTY 

I'nme  Uildlife  hahilal  popul.iled  extensively 
w/iialive  hardwood,  consisting  of  approx  5.000 
acres  IncI  mineral  rigfits.  located  in  So  III 
approx  100  mi  SE  of  St  Louis.  MO,  Division 
into  parcels  of  not  less  than  1. 000  acres  will  be 
considered  Offered  at  $200  per  acre 
Box  Forties  A.  Forties  Magazine.  60  Fifth  Ave  , 
N.V.  NV  1001 1 


REAL  ESTATE  SERVICES 


DEVELOPMENT  COURSE:  Who:  do  these 
firms  have  in  <iimmi)n'  Olympia  &  York, 
Homan,  Kaufman  &  Broad.  Roust  Co..  Del 
Webb,  Trammel  ('ro».  Pulte  Corp.,  Charles 
PankoM.  Toll  Bros..  General  Development 
Corp.,  Kelly  &  Picerne,  ILS.  Homes,  Pruden- 
tial Development.  They're  jusl  some  of  the 
^OilOO  fradudles  of  the  De\tioper's  Self  Sliuh 
Refresher "  Course.  Sold  To  developers  only. 
Ta.x  Deductible 

Pre-regisier  il  J595  00 

Order  Dept    (.SQgl  358-2655 


FINANCIAL  SERVICES 


HARD  TO  BORROW? 

Guarantees  Provided 

We  do  not  make  loans 

MINIMUM:  $100,000.  5-20  YEARS 

THE  FUNDING  ASSISTANCE  CORP 

USA  (212)  755-9400 

TLX  (910)  290-0659  (Funding  Assist  UQ) 

FAX  (212)  755-73.19 


BUSINESS  SERVICES 


N.A.G.L.S. 

View  prccioiLs  gemstones  for  sale. 

on  computer,  free  of  charge . 

(416)  238-4985 

For  further  information. 

(416)  238-8044 


EDUCATIONAL  SER' 


I 


FULLY  APPROVED  UMVBRSm 

Econotnical  home  study  for 
Master's,  Ph.D  ,  fully  approv< 
fomia  State  Department  of 
Prestigious  faculty  counsels  fo  ii 
dent  study  and  life  experiei  ( 
(5,100  enrolled  students,  5(i» 
Free  information — Richa 
M.D.  (Harvard),  President,  a 6^ 
cific  University,  Department  3| 
Third  Street,  San  Rafael,  CA 
Free:  (800)  227-01 19;  (iilifoi 
SS2-SS22:  or  (41S)  4S9-16' 


BACHELOR.MASTER,! 

EARN  A  DEGREE  Use  your  pntl 

crtdit  towani  your  dMraa  No  CM 

r  on-cainpus  attentfince  Stuil'f 

your  eipenence  Sell  pictd  •  h 

For  No  C  J 


COLLEGE  DEGI 

BACHEUmS  •  MASTERS  •  tX  9 

fv  Wort  bit  • 

UsntaiKt 

Call  (213)  H 

Outttd* 

I'SMMI 

or  send  I 
tor  Fr«e  I 
Pacific  Western  Univl 

eOON  StpuMdaBM  .  Oipl  ItS.  LMA 


FORBES! 
MARKET/CLAS5I 

Advertising  closing  dal 
month  preceding  date  of 

Frequency    discounts 
Payment  must  accomp| 
unless  from  accredited 

FOR  ADDITIONAL  INFOli 
WRITE  OR  CALL 

LINDA  LORE(, 
FORBES  MARKET/CL 

60  Fifth  Avenue.  New  Yordl 
(212)  620-24' I 


rbes  Market/ 


IMILE  MACHINES 


PUBLICATIONS 


WINE  CELLARS 


WINE  CELLARS 


:nasea 

I  DISCOUNT 


!  p^^^mw 


1 1  LOW  nag  fax  d«t«huto« 


OMPUTERS 


>/haek-TANDY 


,  1  year  of  DISCOUNTS, 

;  S  &  CELLULAR  PHONES 

Prepaid   Save  Tax 
1 1  Free  800-231-3680 

I^YfTlRC  INDUSTRIESINC 

I  22511  Katy  Fwy, 
(Houslonl  TX  77450 
•-0747  Fax  (713)  574-4567 


Only  One 

newspaper  serves 
the  leaders  of  Ameri- 
ca's hospitals,  clin- 
ics and  HMOs.  Our 
advertisers  know  it 
is  the  best  read  publi- 
cation in  the  indus- 
try. For  more  infor- 
mation, call  John 
Danner,  the  Publish- 
er at  (415)  654-4567. 


A  CMP  Publication 


HealthWeek 

The  Sewspaper  For  America's  Health  Indusay 


2200  Powell  Slreel  •  Emerwille  •  a  •  if-iiOS 


ANEOUS  FOR  SALE         COMMERCIAL  ENGINEERING 


lENT  GEMSTONES! 
TEED  LIQUIDITY!!! 

I  Diamonds  and  all  Precious 

fee  wholesale  catalog  since 

r.  Jewelers  Board  of  Trade  & 

oiiunerce. 

USE  OF  ONYX 

)ne  Main  Street 

ille.  Kentucky  42345 

■REE  1-800-626-8352 


AVCON  Design  Group,  Inc. 

First  in  Mechanical  and  Electrical 
Consulting  Services  in  the  Building 
Construction  Industry.  Let  our  design 
help  keep  your  project  within  budget. 
34  East  39th  Street,  New  York  City 

(212)682-5042 


CHARITABLE  FOUNDATIONS 


BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Shpcase:  $7.95; 
three  for  $21.95 

Binders;  $9.95' 
three  for  $27.95 
r  unit  postage  card 
^  Send  check  to: 

NES  BOX  CORP. 

B  P.O.  Box  5120 
phia,  PA  19141 
1-800-972-5858 


Tax-Deductions,  1988 — First 
Annual  Campaign.  American 
Life  Sciences  Fund,  Inc.,  tax- 
deductible,  non-profit.  Re- 
search-Cancer, Heart  Disease, 
and  Aids.  ALSF,  Inc.,  P.O. 
Box  87,  Nutley,  N.J.,  07110- 
0087. 


HORSES 


^>v4>Hs»^  Unique 

^  -r  >  !  ;  ,  Christmas  Gift 

LIVING  ART 

Finest  Arabian  Horses 
Investment-Pleasure-Show 
Private  Shov,'ings 

Call-201-689-2607 


BuV 


TVAe 


Best 


Dealer 
Inquiries  Invited 

We  WW  Not  Be  Undenold-CaU  us  First! 


■-^WlNECELLARS 


Model 

440  Bottle  Capacity 
700  Bottle  Capacity 
250  Bottle  Capacity 
250G  (full  see-thru  door) 
296  Credenza  (Low  Boy) 


Retail  Your  Coal 

$2494  $1695 

3495  1995 

1795  1395 

2195  1695 

2495  1695 


Separate  Cooling  Units:  48755° 
600  Bottle  Commercial  Unit  4995 

880  Bottle  Double  Wide  Unit  4495 

1400  Bottle  Capacity  6500 

60  Bottle,  glass  door  699 

Non  wond  unit— Not  hsnd-msd^ 


on^y 
S2.85 


Custom  Cellars  &  Racking  Systems  *  Call  for  our  catalog  i 

WiNECELLARS-OSA     (800)  777- VINO  or  (800)  777-8466 
*  839So  LaBreaAve    *  Los  Angeles.  CA  90036  ♦  Olympic  Sales  Co. 
*Visa/MC/AmEx/Discover*  We  Ship  Anywhere!*         Since  1947 


Lifetime 

Cabinel 

Guarantee 

5  Years  on 

Compressor 


CORPORATE  ITEMS 


JOHN  CLEESE 

Regularly  Visits 
DEC,  3M, 
Hyatt  Hotels,^' 
Barclays  Bank, 
IRS  and  thousands' 
of  other  organizations 
through  Video  Arts 
training  programs. 

For  a  FREE 
catalog  of  sales, 
management,  and 
customer  relations 
programs  call: 

VIDEO 
ARTS 

1-800-553-0091 

xl68 

in  IL  1-312-291-1008 

xl68 


Embroidered 
Caps 

•  Shirts 
•Jackets 

-    A    % 

'^  m  • 

for  FREE  Catalog 

TOLL  FREE  (800)  792-2277 
In  Calif.  (800)  826-8585 
San  Francisco  Embroidery  Worlcs 

3952  Poini  Eden  Way  •  Haywarfl.  CA  94545 


j)es:Capitali$tlbol 


® 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


EXECUTIVE  GIFTS 


HAVE  A 


HOLIDAY. 


Nothing  says  "Happy 
Holidays"  better  than  a 
Honeysuckle  Premium 
Smoked  Turkey. 

Each  8-10  lb.  plump, 
tender  bird  is  hickory 
smoked  the  slow,  traditional 
way  for  old  fashioned  melt- 
in-your-mouth  flavor  and 
juiciness. 

Your  orders  will  be  gift 
boxed  and  shipped  by  two- 
day  delivery  to  the  addresses 
you  specify.  All  it  takes  is  a 
toU-free  phone  call. 

1-800-327-8831 

^8  a.m. -7  p.m.CST(^ 
Mon.-Fri. 


$ 


34 


95 

PLUS 
SHIPPING 


CARGILL,  Inc.,  Suite  500,  8000 
Centerview  Parkway,  Cordova,  TN  38018 


CELLULAR  PHONES 


CELLULAR  PHONES 

Fax  Machines,  Radar  Detectors,  Sports,  Wide  Area,  and 
National  Pagers,  Photocopiers,  Business  Phone  Systems, 
TV  ,  Hii,  and  other  Electronic  Equipment, 
Audiovox,  Blaupunkt,  Cobra,  Hitachi,  Jensen,  Mitsubishi, 
Motorola,  N-E-C,  0-K-l,  Panasonic,  Privacy  Voice 
Scramt)ler,  Sharp,  Sony,  Toshiba,  Uniden,  Whistler  and 
otherjnaior  brands  at  major  discounts! 

■  (800)  421-9175  •  (215)  364-7890 

We  Deliver  MC/V/C-0-D  •  Dealer  Inquines  Invited 


Streetwalker 


Edited  by  Thomas  Jaffe 


The  six  steps 

As  most  business  people  and  inves- 
tors know,  the  typical  project 
goes  through  six  phases:  (I)  Enthusi- 
asm; (2)  Disillusionment;  (3)  PaniC;  (4) 
Search  for  the  guilty;  (5)  Punishment 
of  the  innocent;  (6)  Praise  and  honors 
to  the  nonparticipants.  It  occurs  to 
Streetwalker  that  this  checklist  also 
seems  to  pretty  well  describe  the 
stock  market's  evolution  of  late. 

Enthusiasm:  The  recent  wave  of 
deals  raised  expectations  that  the 
broad  market  was  headed  higher  on 
increased  takeover  activity.  Lots  of 
other  stocks  would  be  pulled  up  along 
with  takeovers. 

When  this  didn't  happen  and  some 
proposed  deals  hit  snags,  the  disillu- 
sionment on  The  Street  was  audible. 
Then  came  panic.  Could  corporations 
handle  all  this  new  debt  in  the  event 
of  a  recession? 

The  search  for  the  guilty  found 
greedy  investment  bankers,  greedy 
managements,  greedy  leveraged 
buyout  mavens  Kohlberg  Kravis  Rob- 
erts and  so  on. 

Who  were  the  innocent  to  be  pun- 
ished? The  holders  of  LBO  target 
bonds:  RJR  Nabisco  bondholders 
watched  their  /Yks  of  2001  drop  from 
87  to  under  80  in  just  three  days. 

Phase  Six:  praise  and  honor  to  the 
nonparticipants.  It  hasn't  happened 
yet,  but  it  could.  Those  companies 
that  stayed  out  of  the  leverage  game 
and  concentrated  on  running  their 
businesses  might  well  come  back  in 
favor.  Good  management  may  again 
be  prized  over  financial  finagling. 
This  much  seems  certain:  There  is  so 
much  pessimism  among  in- 
vestors that  a  market  bottom 
may  well  be  in  the  making. 


Quiet  restructuring 

ITT's  earnings  arc  doing 
fine.  In  1987  ITT  earned 
$4.47  a  share  from  opera- 
tions. Analysts'  estimates  for 
1988  range  from  $5.75  to  $6; 
the  following  year,  from 
$6.50  to  $7.  Yet  ITT's  recent 
NYSE  price  is  4878,  well  be- 
low the  mid-60s  it  reached  in 
early  1987,  and  at  a  substan- 
tial discount  to  the  compa- 
ny's estimated  $90-or-morc- 
a-share  breakup  value. 

What    the   market   seems 
not  to  be  noticing  is  th  t 


without  a  lot  of  public  fuss,  Chairman 
Rand  V.  Araskog  has  substantially  re- 
structured the  company.  In  1986  he 
transferred  the  lion's  share  of  ITT's 
telecommunications  operations  to  a 
joint  venture  with  Compagnie  Gene- 
rale  d'Electricite  of  France.  The  fol- 
lowing year  he  started  buying  back 
stock.  Since  June  1987  the  company 
has  repurchased  11.7  million  shares 
and  currently  is  authorized  to  buy 
back  4.5  million  more.  There  are  now 
142  million  fully  diluted  shares. 

Why  does  the  stock  lag?  It  may  be 
that  $20  billion  (estimated  1988  sales, 
including  unconsolidated  subsidiar- 
ies) ITT  may  simply  be  in  too  many 
businesses  for  investors'  liking.  ITT  is 
in  auto  parts,  forest  products,  defense 
electronics,  fluid  handling,  communi- 
cations and  information  services,  ho- 
tels, insurance  and  more.  It's  a  good 
bet  that  if  ITT  shares  continue  to 
mark  time,  Araskog  will  have  to  con- 
sider selling  additional  assets  to  fur- 
ther shrink  capitalization  and  to  dem- 
onstrate to  investors  that  the  compa- 
ny is  worth  at  least  as  much  as  the 
sum  of  its  parts.  ITT  may  prove  to  be 
the  ultimate  sleeper. 


Trucker  for  the  long  haul 

Transportation  analyst  lohn  Larkin 
of  Alex.  Brown  likes  Omaha-based 
Werner  Enterprises,  Inc.,  a  large 
truckload  carrier  that  he  compares 
with  IB.  Hunt  Transport  Services,  the 
acknowledged  star  of  the  field  (see  sto- 
ry; p.  71).  Some  of  the  reasons  Werner 
has  built  an  impressive  reputation 
among  shippers,  according  to  Larkin: 
a   sizable   fleet   of  new,    well-main- 


I'art  of  the  Wmier  /jifetprisesjlect 
Road  warrior. 


tained,  reliable  equipment;  sti 
nancials;    ability    to    exchanp 
with  customers  electronically 
cut  down  on  paperwork;  a  good:< 
for  on-time  pickups  and  deli  a 
Werner's  roughly  15%  operatir  n 
gins  should  give  it  significant  f 
ity  to  meet  pricing  competitio 
For  the  fiscal  year  ending  \ 
1989,  Larkin  thinks  Werner  w 
$15.9  million  ($1.35  a  sharel  o 
of  $  1 85  million.  This,  versus  S 1 
share  in  fiscal  1988.  The  fol 
year  he's  looking  for  earnings  c  ^ 
a   share.    The    stock — recentl 
o-t-c — isn't  really  cheap  at  1 1 ' 
estimated  earnings  for  the  fise 
beginning  in  just  a  few  mont 
Larkin  does  think  it's  the  best 
the  road  and  belongs  in  loi 
portfolios.    There    are    1I.~ 
shares.  The  Werner  family  ow . . 

One-worlder 

Ever   since    Rupert    Murdt  i 
nounced  in  August  that 
buying  Triangle    Publication 
lisher  of  TV  Guide,  the  big  qut  - 
been    which    assets    the    pre 
would  sell  to  help  finance  thi  3 
lion  deal.  Murdoch  says  he  nv 
some  of  his  shares  in  Reutci  h 
ings  Pic,  the  world's  leadm  : 
and    information    organizati 
owns   3.2%    of   the   publicly 
Class  B  stock,  currently  wort 
$90  million,  and  9.5%  of  the 
Class  A  voting  stock.  The  pro|^ 
Murdoch's  shares  coming  on  th 
ket  has  pretty  much  frozen  •'. 
stock  over  the  past  few  weo 
cently  the  American  Deposr"v 

ceipts  (one  is  equal    t 

of  Reuters'  321  millr 
don-listed    B    share  ' 
selling    for    2578    or 
counter. 

Analyst  Stuart  Cn 
New  York's  Grunta  i 
says  that  near-term  U' 
sale  could  drive  den 
price  slightly,  but  hii 
the  stock's  recent  i 
pattern  presents  a  h  k 
buying  opportunity  i 
believe  in  the  future  if 
24-hour  automatic  a 
for  the  world's  i* 
markets — Crane  do(- 
Reuters  is  a  logical  P| 
Reuters'  systemi 
over  100,000  quota 
stocks,    bonds,    futui 


I 
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market  funds,  and  18,000  quo- 

on  commodity,  financial  and 

futures.  The  data  are  carried 

r    high-speed   communications 

k  to  a  current   165,000  sub- 

s.  Reuters  is  hard  at  work  ex- 

ig  its  1987  acquisition  Instinct, 

i  tronic  market  system  for  trad- 

e  lities  among  institutions.  It  is 

r  ing  its  dealing  system  to  ac- 

i  )date  automatic  trading  of  cur- 

and  eventually  government 

,   and    money    market    instru- 

I  Small  wonder;  on  a  typical 

day  foreign  exchange  deal- 

iC  to  some  $300  billion.  Reu- 

etwork    of    currency    dealers, 

t  and  banking  units  account  for 

a  me-third  of  that  daily  volume. 

r  e  estimates  Reuters  will  earn 

•'    r  ADR  this  year,  up  20%  over 

xt  year  he's  looking  for  $2. 

(  iks  13  times  anticipated  1989 

II  s  is  a  modest  multiple  to  pay 
i(  auch  growth  potential. 

iiirk  toes  the  mark 

r  lark  Corp.'s  main  business 
u  i  to  be  a  utility,  Michigan 
1^  idated  Gas.  But  then  Chair- 
1  ibcrt  Stewart  got  fancy  and  di- 

I  d.  His  deals  bombed.  So  last 

ph  Kasputys,  a  former  exec- 
L  Data  Resources,  was  hired  to 
n  p  the  mess.  Now  Kasputys  is 

a  and  Stewart's  retired. 

Kasputys    arrived,    Primark 

•a  a  $64.4  million  charge  to 
n  ure  Aviation  Group,  a  1985 
li  ion  of  Stewart's,  which  ser- 

cargo  air  carriers.  He's  also 
c  o  sell  Telerent,  which  leases 
T  ,  nt  to  the  hotel  industry,  for 

Uion  in  cash.  Meanwhile,  in 

spun  off  $1.2  billion  (sales) 

h  in  Consolidated.  Result:  Pri- 

$110  million,  or  about  $5  a 

I   pro   forma   net   cash   and 

Its.  Recent  NYSE  price:  6'/2. 

-t  Robert  Cohen  of  New 
^  viabon,  Nugent  &  Co.  thinks 
b  '  is  yet  to  come.  He  believes 
rtiaining  businesses  will  likely 
"  by  1990.  Aviation  Group,  he 

lid  fetch  at  least  $25  million. 

es  a  satellite  tv  network  for 

mortgage  banking,  credit- 

isurance  and  leases  on  under- 

II  ;as  storage  fields.  Cohen  val- 
il  his  at  $65  milhon.  Total:  $90 

adding  over  $4  more  to  the 

rd. 

s  own  about  11.5%  of  the 
0  2  million  fully  diluted  shares. 
^^  c  of  noted  value  investors — 
-"  ig  Kelso  Management — have 
D]  g  positions. 
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"This  is  the  way  you  always 


imagi 


Rtilj 


e  South  Pacific 


I  TaY  iTiy^sad  what 

UMPX*!     Andrew  Harper's  -^  .,„cwM,a^ 

exclusive  guide  to  unspoiled  places    Hldeaw^syRepOTt ^ 

says  about  Malcolm  Forbes'        f 
exotic  Fiji  Island  paradise. 


It's  the  vacation 
of  a  lifetime  for 
$2,150  a  week! 


^    ■    '^  aken  as  a  whole,  Fiji  is 
I  '      ■       'perhaps  the  most  idyllic  and 
^  A  I        hospitable  archipelago  in  the 
^  *  ■        South  Seas,  its  essence 

^^^     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fiji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  comer  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  fmd  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  ery  oyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  .. .  ■■ 


Fire  up  my  imagination! 

Send  me  a  free  color  brochure. 

Name 


"I 


|t<^  State . 


Zip. 
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EUROPE'S 
BUSINESS  MAGAZINI 

In  fact,  you  could  call  International  Management  Europe's  only  business  magazine.  Because  all  the  oVr 
magazines  are  written  with  their  home  markets  in  mind;  they  are  American,  English  or  German  magazin 
that  circulate  'abroad'. 

International Managementhas  no  captive  home  market;  uniquely  it  is  written  for  senior  executives  all  ov 
Europe.  It  provides  a  pan-European  perspective  free  from  the  background  noise  of  national  bias. 

With  1992  fast  approaching  that's  important;  and  Europe's  leading  businessmen  know  it. 

International  Management  qwiQS  advertisers  the  opportunity  to  talk  to,  and  influence,  a  concentrated  a 
select  audience  of  senior  European  Executives.  Over  *  218,000  men  and  women  spread  evenly  acre 
Europe  who  are  making  the  corporate  decisions  that  matter.  Successful  people  with  high  disposabi 
incomes  who  take  the  lead  in  forming  European  opinions  and  views. 

International  Management  \s  valued  and  respected  by  its  readership.  Independent  research  confirms  il 
a  major  European  business  magazine.  The  European  Businessman  Readership  Survey  records  thi 
International  Management  is  read  by  more  businessmen  in  Europe  than,  for  example,  Newsweek, 
Fortune,  The  International  Herald  Tribune,  The  Wall  Street  Journal  Europe,  or  Scientific  American, 

Its  market  is  Europe  and  that  is  where  it  leads.  Rightly. 

For  more  information  on  how  you  can  benefit  by  advertising  in  International  Management,  please  cont 
your  local  International  Management  sales  office. 

*  1988  European  Reader  Profile  • 

■^INTERNATIONAL        __  ^^ 

IVIdndQGfnGnt  ne  Pan-Eumpean  Business  Months.' 

>   3nne  14  ave  d'Ouchy.  CH-1006  Lausanne.  Switzerland.  Tel:  021-274411.  (Telex:  455381)  E^''? 

■"  es  London  Tel  01-493  1451  Paris  Tel  (331)  4289  0381  Milan  Tel  (392)  8901  0103  Vienna  Tel  (222)  7157  6840  'i'M 

H.'f  Tel  (4969)  720181  Stockholm  Tel  (468)  440005  Now  forfc  Tel:  (914)  273  3607  Cft/cago  Tel  (312)  558  1371  ro*yo  Tel  (3)  581  9811  lYfl 

•<ong  Tel  (5)  8682010  Maidenhead  Tel  (628)  23431  ■  ■ "  ■ 
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Flashbacks 


Edited  bv  Dero  A.  Saunders 


e  more  things  change. . . ." 
s  from  past  issues  of  Forbes 

y  years  ago  in  Foebes 

?  issue  of  December  14,  1918) 

ighest  salary  recorded  in  this 

'  is  $150,000.  But  there  are  any 

r  of  executives  who  receive  in 

in  commissions,  in  bonuses, 

lywhere  from  $150,000  to  as 

s  $1  million  a  year.  Carnegie 

iwab  a  good  deal  more  than  $  1 

for   one    year's   work.    And 

has  paid  Eugene  G.  Grace, 

It  of  Bethlehem,  in  excess  of  a 

dollars  in  one  year." 

3  rears  ago 

I  '  L'^site  of  December  15,  1928) 

II  he  most  rampant  [stock  mar- 
fa  Is  admit  that  they  are  actuated 
r  actualities  than  by  prospects. 

.  e   given  "their   vision   and 

;i  Lion  unlimited  rein.  It  never 

ir  0  them,  apparently,  that  pros- 

ever  become  anything  but 

bright.  Well,   time  alone 


^  irord  found  his  original  [Mod- 

tclassed  and,  therefore,  losing 

After  a  year's  delay  and  enor- 

cpenditures  he  brought  forth  a 

mproved  product.  He  priced  it 

lan  any  other  automobile.  Or- 

ed  in  by  the  hundreds  of  thou- 

Many    predicted,    'Ford    will 

ck  stronger  than  ever.' 

'M  vhat  has  now  happened?  The 

itomobile  giant  of  them  all, 

-)   vlotors,  goes  Ford  one  better. 

b  t  Ford  could  offer  at  his  price 

a  ur-cylinder  car.  General  Mo- 

a  leves  a  six-cylinder  car  little 

e  )rd's  price  for  four  cylinders." 

f  iars  ago 

^Me  of  December. 15,  1938) 

t  itler  and  Mussolini  have  had 

t  ve  warnings  that  their  people 

I  stomach  for  war.  Moreover, 

C  rmany  and  Italy  are  in  finan- 

s  lits.    Dictators   have   proved 

e  :o  bluff  and  bluster  than  to 

'lets  whizzing.  .  .  .   Japan  is 

.'i,  in  woes;  1939  may  see  her 

H  jd  to  modify  her  aggression 

H  ly." 

didn't  know  it  was  coming, 
heard  of  a  tropical  hurricane 
\orth  Atlantic  states?  But 
lid,  a  swirling,  wild,  relent- 
c  of  wind  and  water  that 


Utilities  clean  up  after  193^  bumcane 

whipped  along  the  Altantic  Coast, 
rammed  head-on  into  Long  Island, 
battered  its  way  through  all  six  New 
England  states,  and  left  behind  an  as- 
sorted mass  of  devastation,  desolation 
and  death." 

Twenty-five  years  ago 

(From  the  issue  of  December  15.  1963) 
"The  potential  market  for  oral  birth- 
control  pills  is  staggering.  There  are 
perhaps  750  million  married  women 
in  the  world,  42  million  of  them  in 
the  U.S.  Even  if  90%  of  the  world's 
married  women  were  counted  out  for 
medical,  moral,  economic  or  any  oth- 
er reasons,  the  remaining  75  million, 
each  consuming  20  pills  every  28 
days,  offer  pharmaceutical  makers  a 
sobering  challenge.  Possible  world 
market:  $2  billion  a  year  or  better. 
Current  size  of  the  U.S.  market  for 
ethical  drugs:  $2.7  billion." 

"Is  there  anyone  still  wondering  what 
sort  of  leader  President  Lyndon  John- 
son will  be?  In  just  21  days  he  has  not 
merely  made  clear  his  program  on  the 


home  front  and  abroad  but,  in  moving 
to  carry  through  his  pronouncements, 
he  has  already  done  much  to  establish 
a  national  'image'  that  is  daily  more 
deeply  disturbing  to  Republican  lead- 
ers. .  .  .  Already  the  Southern-drawl- 
ing Mr.  Johnson  has  the  Negro  civil 
rights  leaders  singing  his  praises  and 
predicting  legislative  success  for  the 
relevant  bills." 

Ten  years  ago 

(From  the  issue  of  December  11,  1978) 
"A  couple  of  years  ago  some  sharp- 
eyed  farm  lobbyists  noticed  that 
small  businessmen  had  a  goody  Con- 
gress had  not  yet  bestowed  on  farm- 
ers. Almost  any  small  businessman 
could  get  a  low-interest  federal  disas- 
ter loan  for  physical  damages  if  his 
part  of  the  country  was  declared  a 
disaster  area.  .  .  .  The  farmers  had  al- 
ready gotten  Congress  to  define  tbeni 
as  small  businessmen  in  June  1976. 
All  they  had  to  do  was  get  the  SBA  to 
recognize  that  crop  losses  are  disas- 
ters. Since  July  1977  farmers  have 
flocked  eagerly  to  the  loan  window, 
dipping  into  the  Treasury  last  year 
alone  for  nearly  50,000  loans  averag- 
ing $25,000  each  for  an  average  seven 
years  and  totaling  an  astounding  $1.8 
billion.  Interest  rate  on  all  but  those 
above  $250,000:  3%.  It  now  costs  the 
federal  government  a  minimum  8y4% 
to  borrow  money,  so  it  is  losing  close 
to  $100  million  just  in  the  first  year 
on  farmers'  SBA  disaster  loans.  .  .  ." 

"The  fortunes  of  the  dollar  have  left 
their  mark  even  in  the  depths  of  the 
Grand  Canyon.  Foreign  tourists, 
flocking  to  the  U.S.  to  cash  in  on  the 
booming  value  of  their  marks,  yen 
and  francs,  rank  the  canyon  right  up 
with  Disneyland  and  Las  Vegas  as  a 
stop.  The  result  is  that  demand  for 
mule  rides  to  the  canyon's  bottom  has 
jumped  33%  in  the  past  year." 


ne  dollar's  fall  made  Grand  Canyon  mule  trips  much  costlier  and  harder  to  arrange 
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It  makes  no  difference  how 
disenchanted  a  man  is  with 
the  world,  or  how  deeply  he 
knows  it,  or  how  much  it 
enrages  him,  for  if  the  world 
suddenly  smiles  on  him,  he 
feels  himself  partially 
reconciled  with  it. 
GiACOMO  Leopardi 


No  one  can  achieve  serenity 
until  the  glare  of  passion 
is  past  the  meridian. 
Cyril  Connolly 


What  you  really  value  is 
what  you  miss,  not  what 
you  have. 
Jorge  Luis  Borges 


All  civilized  people  are  in 

some  way  what  would  be  thought 

abnormal,  and  they  suffer 

because  they  don't  know  that 

really  ever  so  many  people 

are  just  like  them. 

Bertrand  Russell 


It  is  not  irritating  to  be  where 
one  is.  It  is  only  irritating  to 
think  one  would  like  to  be 
somewhere  else. 
John  Cage 


When  we  are  unable  to  find 

tranquility  within  ourselves, 

it  IS  useless  to  seek 

It  elsewhere. 

La  Rochefoucauld 


Back  of  tranquility  lies  always 
conquered  unhappiness. 
David  Grayson 


What  a  miserable  thing  life 
is:  you're  living  in  clover, 
only  the  clover  isn't 
good  enough. 
Bertolt  Brecht 


Sadness  is  almost  never 
anything  but  a  torm  of  fatigue. 
Andre  Gide 


Thoughts 

on  the  Business  of  Life 


In  these  days  of  rush  and  hiiny  and 
bustle,  of  frenzied  getting  and 
spending,  it  is  perhaps  hard  to  find 
tinie,  and  still  harder  to  muster  up  the 
i>iclination  to  stop  and  "consider  the 
efidfrom  the  beginning. "  Each  day 
brings  its  own  crowded  duties  and 
distractions.  CompetitiotJ  crusljes 
almost  to  death.  Rut  it  is  when  things 
go  hardest,  uben  life  becomes  most 
tiying  that  there  is  greatest  need  for 
having  a  fixed  goal  When  few 
comforts  come  fiom  without,  it  is  all 
the  more  necessary  to  have  a  fount  to 
draw  from  within. 
B.C.  Forbes 


The  last  pleasure  in  life  is 
the  sense  of  discharging 
our  duty. 
William  Hazlitt 


Solitude  would  be  an  ideal 
state  if  one  were  able 
to  pick  the  people 
one  avoids. 
Karl  Kraus 


Without  duty,  life  is  soft 
and  boneless. 

JOSEl'H  JOUBERT 


Silence  is  the  only  phenomenon 
today  that  is  useless.  It 
cannot  be  exploited. 
Max  Picard 


More  than  6.000  "Thoughts,"  indexed  t>y 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  S31.95  IS18.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $18. SO.  Send  check  and 
order  to:  Forbes  Inc..  60  Fifth  Ave..  New  York. 
N.Y.  won.  Add  sales  tax  on  orders  in  New 
York  State  and  other  Slates  where  applicable. 


Intelligence  is  silence,  truth 
is  being  invisible.  But  what 
a  racket  I  make  in 
declaring  this. 
Ned  Rorem 


The  worst  of  doing  one's  duty  | 
was  that  it  apparently  unfitted 
one  for  doing  anything  else. 
Edith  Wharton 


Contentment  is  a  warm  sty  foj 
the  eaters  and  sleepers. 
Eugene  O'Neill 


More  wisdom  is  latent  in 

things-as-they-are  than 

in  all  the  words 

men  use. 

Antoine  de  Saint-Exupery 


Few  men  of  action  have  been  I 
able  to  make  a  graceful  exit 
at  the  appropriate  time. 
Malcolm  Muggeridge 


A  Text . . . 

Not  that  I  speak  in  respej 
want:  for  I  have  learned! 
whatsoever  state  I  am, 
therewith  to  be  content(| 

PHILIPPIANS  4:11 


Sent    in    by    Frank    Stock,    YumaJ 
What's    your    favorite    text'     The 
Scrapbook  of  Thoughts  on  the  Busii 
Life      IS       presented       to       sendej 
texts  used. 


One  of  the  great  disadvantage 
of  hurry  is  that  it  takes 
such  a  long  time. 
G.K.  Chesterton 


Deep  experience  is  never  pe 
Henry  James 


The  feeling  of  sleepiness  whej 
are  not  in  bed,  and  can't  get ' 
is  the  meanest  feeling  in  the^J 
Ed  Howe 
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¥)u've  been  working  like  one  for  years,    «™ 
it's  time  you  threw  yourself  a  bone.   ^ 


^w  that  you've  made  it  to  the  top,  it's  time  you  rewarded  yourself  with  a 
^tle  of  our  finest  cognac.True,CourvoisierXO  may  cost  about  $100,  but  that's^ 
"Itog  compared  to  the  dues  you've  already  paid. 


V/^     -%n.   ri.,K. 


800-238-4373 
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V'  HEN  you  first  handle  a  Patek  Philippe  you  become 
aware  that  this  is  a  watch  of  rare  perfection, 
know  the  feeling  well.  We  experience  a  sense  of 
ide  every  time  a  Patek  Philippe  leaves  the  hands  of 
ir  craftsmen.  For  us  it  lasts  a  moment  t-  for  you, 
ifetime. 

e  made  this  watch  for 
u  —  to  be  part  of  your 
3  —  because  this  is  the 
iy  we've  always  made 
itches. 

id  if  we  may  draw  a  con- 
ision  from  five  genera- 
ls of  experience,  it  will 
this:  a  Patek  Philippe 
)esn't  just  tell  you  the 
fie.  it  tells  you  something 
out  yourself. 


PATEK  PHILIPPE 

GENEVE 


For  a  presentation  of  the  new  Patek  Philippe  timepieces  available  in  1988. 

please  send  $  3  -  or  for  a  brochure  of  current  styles  write  tO: 

Patek  Philippe,  10  Rockefeller  Plaza,  Suite  629  -  F,  New  York.  N,Y  10020, 
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ent  studie.s  iv^  osearch  RELATIONSHIPS  WITH  BMW  Perhaps  thats  because  this 
hologistsindic  ue  that  COUPES  LAST  TWICE  AS  LONG  acknowledged  classic  of  e 

^-^15CSi  sports  coupe  AS  OTHER  LOVE  AFFAIRS,  far  more  than  seductive  look 
hold  on  the  heart  significantly  better      that  make  it  "about  the  most  handsome  cd 

vp. V  human  partners  manage  to  do.  on  the  road  today"  (Automobile  Magazine) 


The  BMW  iradcmtrkind  logo  arc  rcgisicrrd 


A 


ike  an  interior  swathed  in  29  square 
i:of  sensuous  Nappa  leather.  Plus  a  gratify- 
■sponsive  208-horsepower,  race-bred 
and  "perfect  ergonomics"  that  make  it 
the  impassioned  words  of  one  automo- 


tive editor,  'like  a  close  extension  of  my  body" 

Does  an  introduction  to  such  a  car  intrigue 
you?  Your  authorized  BMW  dealer  will 
arrange  a  test  drive  at  your  discretion. 
THE  ULTIMATE  PRIVING  MACHINEr 
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COVER  STORY 

86     When    Wolfensohn    Talks, 
Business  Listens — Carefully 

By  Edwin  A  I'inn  Jr 

In  a  financial  world  where  the  fast 
buck  rules  and  today's  trusted  coun- 
selor is  tomorrow's  enemy,  the  ur- 
bane James  Wolfensohn  rcmams 
above  the  fray. 

COMPANIES 

35    American  Continental 

By  Allan  Sloan  and  John  II  Taylor 
The   short-sellers   are   swarming  all 
over  It.  But  it's  proving  to  be  a  danger- 
ous prey. 

38  Airbus  To  The  Rescue? 

By  Hon  (ltd  Batiks 

Pan  Am  may  have  an  important  be- 
hind-the-scenes ally  eager  to  keep  the 
airlmc  going  for  another  year. 

39  Patten  Corp. 

By  Gi  Lichen  Motf^etison 
It  buys  land  wholesale  and  sells  it 
retail.  But  what  good  is  a  lot  without 
water  or  electricity? 


43    Duncan,  Cook 

By  John  li  Taylor 

Here's  a  Houston  leveraged  buyout 
firm  that  plays  a  cautious  game — and 
does  well  at  it. 

50    Meredith  Corp. 

By  Kick  ReiJJ 

The  Iowa-based  publisher  of  Better 
Homes.  &  Gardens  is  cornball  and  proud 
of  It. 

70     Church's  Fried  Chicken 

By  Williaiti  l>  Bairett 
Long-suffering  shareholders  are  in  a 
quandary:  Stick  with  yet  another  new 
president  or  sell  out  cheap. 

78  The  Up  &  Comers:  Coated  Sales 

By  Darui  W'echsler 

On  his  road  to  big  profits  Michael 
Weinstein  had  something  going  for 
him:  phony  bookkeeping. 

79  The  Up  &  Comers: 
National  Payments  Network 

By  Peter  Xewcomh 

Lou  Krouse  wants  to  help  low-income 
people  pay  their  bills.  He  thinks 
there's  good  business  to  be  done  there. 

108  Norfolk  Southern 

By  James  CaxjL' 

In  running  a  railroad  business,  says 
Arnold  McKinnon,  "it's  the  little 
things  that  count." 

INDUSTRIES 

74     Films:  Completion  Insurance 

By  Lisa  Giihetiiick 

The  lead  actress  has  been  drunk  for 
three  days,  the  director  quit  in  a  huff. 
What's  the  poor  banker  to  do? 


ECONOMICS 


64    The  National  Debt 

By  Peter  Brittielow 

The  national  debt  is/is  not  going  t 

drown  us.  Forbes  takes  a  look. 

94    Why  Are  Economists' 
Forecasts  So  Bad? 

By  Ronald  Bailey 

For  their  dismal  record,  blame  not  i 
economic  forecasters  but  the  nati 
of  the  universe. 

REGIONS 

102  Warren  Buffett  Got  There  EatH 

By  Jeffrey  A.  Trachtetiberg 

Perhaps  Buffalo  had  to  come  close 

death  so  it  could  be  bom  again. 
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34     Kondratieff  Canonized 

By  Peter  Puhntian 
In  abandoning  a  bankrupt  socialisi 
the  Soviet  rulers  need  a  native  prop 
et  to  justify  new  policies. 

37    The  Gaijin  Are  Back 

By  Richard  PIxilotJ 

Foreign  investors  are  back  into  tj 
Tokyo  market  in  force.  Interesting] 
the  locals  are  getting  out. 

56    Bayer  AG 

By  Keny  Hannon 

Pictures,  pills,  compact  discs.  .  .  .  F«| 
German  companies  have  been  as  i 
cessful  in  penetrating  the  U.S.  asj 
old  giant. 
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1    Beware  Of  Bankers 
Bearing  Shares 

)■  Matthew  Schifrin 

Vhat  happens  when  mutual  thrifts 

on  vert  to  stock  ownership?  All  too 

ften,  the  shareholders  end  up  taking 

bath. 

5    Arbitration 

\  Jonathan  Clements 

/hat  if  you  get  into  a  fight  with  your 

roker? 

42  Fund  Performance — 
Watch  The  Turnover  Rate 

\  Jonathan  Clements 

ometimes   they  manage  best  who 

lanage  the  least  actively. 

43  Statistical  Spotlight: 
Owning  Up  To  Pensions 

r  Evan  Sturza 

i^hat  pension  sponsors  will  be  hurt  by 

le  new  accounting  rule? 

54  Streetwalker 

ommon  repackaging;  Hanson  Pic's 
ir  Gordon  White;  NCR;  Curtice 
urns  Foods;  Allwaste,  Inc. 
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20  Viewer  Fatigue? 

:  Jeffrey  A.  Trachtenberg 
00   many    commercials?    Evidence 
iggests  that  tv  advertising  is  losing 
>me  of  its  punch. 


COaiPUTERS/COBIMUNICATIONS 

112  Live  From  Dallas 

By  Fleming  Meeks 

Companies  like  Merrill  Lynch  and 
IBM  are  saving  on  hotel  bills  by  broad- 
casting over  their  own  private  televi- 
sion networks. 

114  Electronic  Mail  Clerks 

By  Daiid  Churbuck 

What  if  your  message  absolutely  has 
to  be  there  today — in  130,000  incom- 
patible mailboxes? 

SCIENCE  h  TECHNOLOGY 

116  Look  Before  You  Speak 

By  Gary  Slutsker 

Cetus  launched  a  public  relations 
campaign  to  hype  its  products  and  its 
stock.  It  got  the  publicity,  the  stock 
went  up — and  then  reality  dawned. 

PERSONAL  AFFAIRS 

124  Los  Angeles  Escapes 

By  Ellen  Paris 

Within  a  few  hours'  drive  of  Los  Ange- 
les are  a  couple  of  weekend  hide- 
aways. Neither  is  especially  flashy, 
but  they  just  may  be  right  for  you. 
Also:  Getting  into  Who's  Who;  revo- 
cable trusts;  putting  your  home  mov- 
ies on  tape. 

CAREERS 

130  Gladiators' Ball 

By  Dyan  Machan 

Booz,  Allen's  former  boss  tried  to  de- 
mocratize the  process  of  picking  a 
successor.  He  succeeded  only  in  creat- 
ing a  mess. 
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f  you'd  like  to  purchase  a  cookbook  full  of  ttiese  and  ottier  Tennessee  recipes,  drop  us  a  line  Well  send  you  ttie  particulars. 

SIT  TO  CHRISTMAS  DINNER  at  Miss  Mary 
Bobo's  Boarding  House  in  Lynchburg,  Tennessee, 
and  you're  likely  to  be  there  a  while. 

The  occasion  calls  for  unhurried  enjoyment 

of  Tennessee  kitchen  wisdom.  There'll  be  baked 

turkey  with  cornbread  dressing,  tipsy  sweet 

potatoes,  zucchini  au  gratin  and  Tennessee 

mushrooms.  Topped  off,  of  course, 

with  Mary  Bobo's  own  gingerbread 

with  ginger  sauce,  pecan  pound  cake 

and  black  bottom  cupcakes.  All  of  us 

in  Lynchburg  hope  your  Christmas 

dinner  will  be  equally  unhurried. 

And  equally  well  attended  by 

family  and  close  friends. 

SMOOTH    SIPPIN  ' 
TENNESSEE    WHISKEY 


Tennessee  Whiskey  •  40-43'i.  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow.  Proprietor,  Route  1,  Lynchburg  (Pop  361).  Tennessee  37352 
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A  nice  guy  who  didnt  finish  last 

I  first  met  Jim  Wolfensohn  nearly  15  years 
ago  when  preparing  for  a  reporting  trip  to 
Australia.  I  needed  names  and  introductions 
there.  An  old  friend  said:  "Talk  vs^ith  Jim 
Wolfensohn."  Who?  Wolfensohn  was  a 
young  Australian,  then  president  of  J.  Henry 
Schroder  Banking  Corp.  in  New  York.  Over 
lunch  Wolfensohn  suggested  a  long  list  of 
Australians  to  see — politicians,  business 
people,  intellectuals.  Working  the  telephone 
in  Sydney  I  discovered  that  "Jim  Wolfen- 
sohn suggested  ..."  was  a  magic  password, 
opening  every  door. 

Today  James  D.  Wolfensohn  is  still  rela- 
tively little  known  to  the  media  and  the 
public,  so  little  known  that  when  newspa- 
pers front-paged  Paul  Volcker  early  this 
month  they  failed  even  to  mention  that 
Volcker  now  works  with  Wolfensohn.  But  in 
his  quiet  and  public-spirited  way  Wolfensohn  has  become  wid( 
ly  respected  by  business  and  financial  leaders  of  four  continent 
Though  traditionally  reticent  with  the  press,  he  recently  agree 
to  talk  for  publication  with  Forbes'  Ed  Finn.  "When  Wolfei 
sohn  talks,  big  business  listens — carefully"  starts  on  page  8i 
It's  an  informative  article  and  a  cheerful  one:  It  shows  that  nii! 
guys  don't  always  finish  last. 

Tax  breaks  for  leveraged  buyouts  (cont.) 

It  looks  as  if  we  started  something  with  Laura  Saunders'  Nov.  1 
cover  story  about  how  the  U.S.  tax  system  subsidizes  leverage 
buyouts.  Rep.  Dan  Rostenkowski  (D.-Ill.),  Congress'  chief  t 
man,  has  since  announced  that  he  will  look  into  the  degree 
which  the  tax  code  encourages  leveraged  takeovers.  But  oth 
people — many  with  axes  to  grind — have  challenged  our  theS| 
(see  Readers  Say)  The  critics  argue — without  proof — that  tak 
overs  generate  as  much  in  tax  revenues  as  they  wipe  out. 

These  critics  ignore  our  main  point:  namely,  that  a  leverag 
takeover  enables  the  new  owners  to  use  for  their  owti  purpose 
money  that  the  firm  previously  paid  to  the  tax  collector.  In  t' 
case  of  RJR,  billions  of  dollars  will  be  diverted  from  the  Trc 
sury.  Confirming  this,  former  Internal  Revenue  Service  Coi 
missioner  Donald  Alexander  told  the  Wall  Street  Journal  that  t 
takeover  turns  RJR  into  a  "tax-exempt  institution." 

Further  confirmation  comes  from  Wall  Street  itself.  Shears  1 
Lehman  Hutton  has  created  a  stir  with  its  scheme  for  unbv* 
dling  common  stocks  into  three  components.  The  plan  w:, 
among  other  things,  convert  current  dividends — paid  from  aft' 
tax  income — into  interest,  paid  from  pretax  income.  Compaal 
unbundling  their  shares  under  the  Shearson  plan  will  thus  sal 
big  on  taxes.  How  much?  According  to  one  estimate,  the  Tn- 
sury  would  lose  $9  billion  annually  if  all  S&.P  500  compani 
unbundled  all  their  stock. 

We're  not  for  higher  taxes  on  business,  but  we  believe  di 
dends  and  interest  should  get  equal  tax  treatment.  As  thii 
stand.  Congress  is  begging  dealmakers  to  go  on  leveraging  U 
industry  right  up  to  the  eyeballs. 
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Five  months  ago  Forbes  exposed  a 
cellular  scam.  Pitchman  Mark 
Morris  of  Fort  Lauderdale-based  Con- 
tinental Communications  gushed 
that  investors  could  quadruple  their 
money  in  just  three  to  four  months  by 
getting  m  on  a  little-known  series  of 
lotteries  held  by  the  Federal  Commu- 
nications Commission  for  licenses  to 
operate  cellular  phone  companies  in 
rural  areas.  Morris  greatly  overstated 
both  the  value  of  most  of  the  licenses 
and  the  probability  of  winning  a  lucra- 
tive one.  Forbes  labeled  the  carnival 
atmosphere  propagated  by  scamsters 
like  Morris  as  "sheer  madness." 

Madness,  indeed.  Morris  promised 
just  62  applications  per  license.  But 
the  first  32  lotteries,  covering  Alaska, 
Hawaii,  California,  Arizona  and 
Washington,  have  averaged  640  appli- 
cations each.  And  the  scamsters  at 
Continental  Communications?  On 
Nov.  16,  the  Federal  Trade  Commis- 
sion filed  a  complaint  charging  Conti- 
nental with  unfair  and  deceptive  trade 
practices.  FTC  lawyers  say  this  opera- 
tion may  have  taken  in  only 
$500,000— but  that  may  be  virtually 
all  profit,  since  it's  uncertain  whether 
the  company  even  bothered  filing  the 
applications  for  its  90  or  so  custom- 
ers. Chief  among  those  providing 
sworn  evidence  to  the  FTC;  none  oth- 
er than  erstwhile  pitchman  Mark 
Morris. — Fleming  Meeks 


Covering 
their  bets 
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money.  The  investors,  Giancarlo  Par- 
retti  and  Florio  Fiorini,  appeared  to 
have  put  up  as  much  as  $250  million 
for  the  rescue.  Forbes  saw  an  opportu- 
nity for  the  pair  to  make  back  their 
investment  by  selling  some  of  Can- 
non's assets. 

Parretti  and  Fiorini  are  doing  just 
that.  Cannon  is  selling  a  half-interest 
in  its  U.K.  cinemas  for  $136  million, 
has  sold  some  U.S.  real  estate,  and  has 
struck  a  deal  to  sell  London's  Elstree 
Studios  for  $35  million.  Parretti  and 
crew  have  more  to  look  foward  to: 
Certain  profit  participations  will  al- 
low them  to  take  some  $50  million  of 
cash  out  before  April,  when  the  put  on 
bonds  they  acquired  through  their  in- 
vestment comes  due.  With  the  value 
of  the  bonds  doubling  over  the  last 
year,  and  their  39%  of  Cannon  stock 
and  dividends  on  the  preferred,  the 
partners  should  be  able  to  get  most  of 
their  investment  back. 

Other  shareholders  have  less  to 
cheer  about:  Cannon  stock  remains 
mired  at  $4  a  share.  But  the  studio's 
current  release,  A  Ciy  in  tlx'  Dark,  star- 
ring Meryl  Streep,  has  been  critically 
acclaimed,  although  it  has  not  yet 
taken  off  at  the  box  office.  While 
Warner  Brothers  has  domestic  rights 
to  the  film.  Cannon  controls  theatri- 
cal distribution  overseas.  If  the  movie 
proves  boffo  here.  Cannon  stands  to 
clean  up  abroad. — Peter  Newcomb 


Father  knows 
best 
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In  July  Forbes  f  iTted  that  a  cou- 
ple of  colorful  1  lian  financiers 
V.  -  trying  to  rais  the  Cannon 
C  . .^  from  the  ashc  of  near-bank- 
ruptcy— or  at  least  use  the  movie 
company  to  make  themselves  some 


Tim  should  have  listened  to  his  old 
man.  In  November  the  beverage 
maker  filed  for  protection  under 
Chapter  11,  citing  debts  of  some  $28 
million.  The  biggest  culprit  in  Han- 
sen's downfall  proved  to  be  his  new 
production  plant.  Cost  overruns,  fol- 
lowing a  slump  in  sales  because  of 
tough  competition,  led  Hansen's 
bankers  to  cut  lines  of  credit.  His  big- 
gest creditor,  Erly  Industries,  which 
also  acted  as  Hansen's  distributor, 
then  pulled  the  plug.  Although  the 
strong  Hansen  brand  name  may  sur 
vive,  bold  Tim  Hansen  is  now  out  oj^ 
the  game. — Edward  F.Cone  I 

Growing  pains 

lime  16,  1986 
James  Melton 


I 


Debt  wasn't  a  dirty  word  to  young 
Tim  Hansen,  then  the  38-year- 
old  head  of  Hansen  Foods,  Forbes 
wrote  three  years  ago.  The  Los  Ange- 
les maker  of  natural  juice  drinks  had 
expansion  on  his  mind,  having  built 
his  firm  into  a  $51  million  company 
that  held  a  commanding  market  share 
in  western  states.  With  other,  more 
powerful  companies  entering  the  fray, 
and  Hansen's  home  market  saturated, 
the  risks  were  apparent.  "Maybe  it's 
time  to  sell,"  Tim's  cautious  father, 
Vincent,  sighed.  The  more  adventur- 
ous Tim  Hansen  instead  put  $16  mil- 
lion, much  of  it  borrowed,  into  a  large 
new  production  plant. 


Several  big  insurance  companies 
including  Prudential,  Metropoli 
tan  Life  and  Mutual  of  New  Yorls 
were  stuck  with  millions  of  acres  o 
unwanted  farmland,  Forbes  reportei 
IVi  years  ago.  The  acreage  piled  up  a 
farm  foreclosures  mushroomed  dui 
ing  agriculture's  tough  times.  De 
pressed  prices  and  a  dearth  of  buyer| 
made  it  difficult  to  unload.  Stilj 
Forbes  said,  most  companies  rightlj 
felt  no  pressure  to  hold  a  fire  saW 
preferring  to  hold  the  property  \xat\ 
times  got  better. 

First,  things  got  worse.  The  amoi 
of  foreclosed  farmland  owned  by 
surers  in  1987  grew  by  27%.  But  th^ 
year  has  seen  the  tide  turn,  with  la 
sales  outstripping  foreclosures  as 
farm  economy  has  improved.  InsuJ 
ance  company  holders  of  farmland ; 
still  selling  it  at  a  loss  from  what  the 
had  lent  on  the  property  in  the  firj 
place.  But  the  discounts  are  narrov 
ing.  While  some  farmers'  lobbyirj 
groups  lament  the  continued  hijl 
rate  of  absentee  farm  ownership,  mo| 
insurance  companies  have  made 
forts  to  resell  the  land  either  to  or 
nal  owners  or  to  local  buyers.  InsureJ 
also  are  cheering  the  creation  last  ye 
of  a  much- wanted  secondary  mark  I 
for  farm  mortgages.  For  the  natioi]| 
farmers  and  its  insurance  companie 
the  worst  of  the  farm  crisis  appears 
be  over.— E.F.C. 
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Our  new  First  Class. 
^(y^i  M   Ply  saudia  and  you'll  experience  a  First  Class  that  other 
CLASS         airlines  will  find  hard  to  emulate.  From  our  unique  Arabian 
hospitality  and  service  to  the  splendid  luxury  of  our  Al-Faris  seats,  no 
detail  is  overlooked. 

Discover  a  new  standard  of  First  Class. 


snudia 


SAUDI  ARABIAN  AJRUNES 


loday,  a  bank  should  keep  right  on  developing 
new  solutions  for  old  problems. 


Oome  problems  are  as  old  as  business  itself. 

Year  in,  year  out,  you  have  to  invest  corporate  assets,  struc- 
ture corporate  debt,  manage  corporate  cash. 

Last  year's  solutions  may  not  be  best  today. 

Creating  better  ones  is  a  constant  pursuit  at  Bankers  Trust. 

We  have  at  our  command  a  wide  array  of  sophisticated 
financial  techniques.  Presence  and  proficiency  in  all  the  world's 
markets.  And  the  ability,  through  skilled  and  imaginative  people, 
to  focus  all  these  resources  on  a  problem. 

The  result  may  often  be  a  brand-new  solution.  A  merchant 
banking  solution.  One  which  fits  not  only  the  problem  at  hand, 
but  also  your  overall  strategic  objectives. 

Today,  an  increasing  number  of  corporations  are  relying  on 
merchant  banking  for  what  it  provides  best:  innovation  not  for 
innovation's  sake,  but  for  the  client's  sake. 


QBankersTrust  Company 

Because  today  isn't  yesterday. 


i^brbes  Informer 


Edited  by  Gretchen  Morgenson 


Tou  cant  win  them  all 

Donald  Trump  has  gotten  himself  a 
fabulous  deal  through  Merrill  Lynch, 
which  sold  $675  million  of  14% 
bonds  to  raise  money  for  Trump  to 
finish  building  the  Taj  Mahal  casino- 
hotel  in  Atlantic  City.  Trump  has  vir- 
tually no  cash  invested  yet  rakes  in  all 
the  chips  if  the  Taj  hits  the  jackpot. 
The  deal  is  leveraged  to  the  eyeballs. 
It  Vk'ould  have  been  an  even  sweeter 
deal  for  Trump  had  potential  bond 
buyers  not  insisted  on  some  changes. 
According  to  the  preliminary  prospec- 
tus filed  in  June,  Trump  would  have 
been  able  to  put  $25  million  of  the 
bond  proceeds  into  his  pocket  if  he  had 
finished  the  Taj  at  less  than  estimated 
costs.  But  when  the  bonds  were  sold  in 
November,  the  deal  had  changed. 
Trump  no  longer  gets  any  leftover 


MulutlONilllOullini- 


CcLshio  htiilckr  IkituiUl  Trump 

What's  $25  miUion  among  friends? 

cash:  It  stays  with  the  company,  at 
least  for  a  while,  affording  some  extra 
protection  for  bondholders.  Trump 
claims  he  relinquished  the  provision 
voluntarily— but  that  doesn't  sound 
true  to  character.— Allan  Sloan 

Big  John  speaks 

Houston-based  University  Savings 
Association  (assets,  $4.5  billion)  drew 
national  attention  early  this  year 
when  it  hired  lohn  B.  Connally,  for- 
mer U.S.  Treasury  Secretary,  Texas 
governor  and  ci -'while  Chapter  11 
habitue,  as  pitch  r  in.  In  rv  spots  and 
full-page  newspap  ads,  Connally  ex- 
tolled the  "impo'tance  of  saving." 
The  Sif*.L's  own  sKu'an:  "Your  future 
-arts  here." 

Now  University  S..vings'  own  fu- 
tuic  i.s  in  question.  In  October  the 
thrUt,  the  nation's  48th  largest,  told  a 
Housfon   newspaper  that  bad  loans 
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Jchn  Connally 

ontheinpcrtancc 

of  saving. 


John  Comrally's  University  Savings  ad 
Don't  do  as  I  say,  don't  do  as  I  do. 

had  caused  its  capital  to  fall  below 
required  minimums.  By  earlier  this 
month  things  had  gotten  so  grim,  ac- 
cording to  banking  sources,  that  Tex- 
as regulators  quietly  installed  a  repre- 
sentative to  oversee  operations  at 
University  Savings'  headquarters. 
The  institution  wouldn't  confirm  the 
on-premises  presence  of  a  regulator. 
But  when  we  telephoned  the  S&L's 
switchboard  and  asked  for  "the  state 
monitor's  office,"  the  call  went  right 
through. — William  P.  Barrett 

IVot-so-fine  print 

Credit  card  ripoffs  seem  to  be  on  the 
rise;  here's  another  one  to  watch  out 
tor.  First  Deposit  Credit  Services  of 
California  sends  out  a  mailing  to  lure 
cardholders  with  an  attractive  offer:  A 
Visa  gold  card  is  yours — with  $3,000 
to  $10,000  credit  line  and  no  annual 
fees — if  you  simply  sign  and  send  in 
an  enclosed  form. 

Having  taken  the  bait,  the  fun  be- 
gins. Each  time  you  use  your  card, 
interest  is  charged  from  the  moment 
your  purchase  is  posted.  Even  if  you 
pay  your  balance  upon  receiving  your 
statement,  you're  charged  interest. 
This  is  a  departure  from  most  bank 
credit  cards,  which  give  a  25-day  grace 
period  to  decide  whether  to  pay  your 
bill  in  full  or  in  part. 

The  interest  rate  First  Deposit  is 
charging;  In  one  case  it  clocked  in  at 
an  annualized  40%  on  new  purchases. 
But  since  the  company  discloses  the 
unusual  setup  in  the  fine  print,  it's 
perfectly  legal.  Just  outrageous. 

Happy  hyping  ground 

Who  says  there's  no  punch  left  in  the 
stock  market?  Novaferon  Labs,  a 
newly  listed  Nasdaq  number  with  no 
sales  and  no  earnings,  has  gone  from 
an  offering  price  of  5  cents  to  a  recent 
$7.75 — market  capitalization,  $64 
million.  All  this  appreciation  in  less 


than  two  years. 

Much  of  this  little  issue's  pep  ca: 
be  attributed  to  its  claims  of  a  promis 
ing  AIDS  treatment.  But  the  real  pus 
is  the  work  of  its  president,  Stephe 
Haley,  a  former  stockbroker.  When  h 
started,  Haley  had  a  problem.  Source 
say  he  wanted  to  get  Novaferon  out  ( 
pink-sheet  obscurity  and  into  th 
Nasdaq  limelight.  There  was  just  on 
hitch:  Nasdaq  requires  companies  i 
have  assets  of  at  least  $2  million  t 
get  listed.  Nova  had  $270,000. 

Haley's  solution?  He  had  one  of  h 
companies,  Global  Investment  Tra( 
ing,  exchange  some  used  laboratoi 
equipment  for  400,000  shares  of  Ni 
vaferon's  stock.  That  made  the  equi] 
ment,  according  to  the  compan 
worth  $1.7  million.  More  importan 
the  stock  got  listed  on  Nasdaq  in  Se 
tember,  and  it  dutifully  went  froi 
around  5  to  12. 

The  story  gets  worse.  While  tl! 
shares  were  ascending,  Haley's  Glob' 
Investment  Trading,  which  owi 
25%  of  Novaferon,  was  dumpii 
Nova  shares.  The  day  after  the  stoc 
was  listed  on  Nasdaq,  Global  starti 
selling  and  the  company  continued 
do  so  into  October. 

Odd,  isn't  it,  for  Global  to  be  selliil; 
just  prior  to  the  release  of  gushy  new 
about  Nova's  anti-AIDS  compound! 
Haley  didn't  return  calls.  Is  it  ai' 
wonder  so  many  investors  are  stayi; 
out  of  the  stock  market?  , 

Book  of  big  bucks  j 

Ann  Victoria  Roberts,  a  43-year-ci 
housewife  and  mother  living  in  Yoi', 
England,  recently  became  a  memt|r 
of  a  very  exclusive  club,  that  of  m^- 
lionaire  first-time  authors. 

Last  month  Roberts,  whose  writij 
was  confined  to  entries  in  her  diar  J 
and  letters  to  her  merchant  marii 
husband,  sold  joint  U.S.  hardback  al 
paperback  rights  to  her  first  nov, 
L()uL;a  Elliott,  and  its  unnamed  seqij 
to  Contemporary  Books  and  Avon  r 
some  $1.5  million.  That's  not  cou  • 


IliuMr.Hion>  bv  John 
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tng  what  she'll  earn  from  sales  in  En- 
gland, France,  Holland,  Sweden,  Fin- 
land, Germany  and  Italy — and  the  rest 
Df  the  world.  Louisa  Elliott  is  about  a 
:um-of-the-century  love  triangle.  The 
Dublishers  loved  it  because  it  has  all 
;he  elements  of  a  blockbuster. 

A  reticent  woman,  Roberts  is  reeling 
Tom  her  astonishing  good  luck.  Of  her 
i:ontract,  she  says:  "It's  astronomic.  A 
30ok  that  I  thought  was  possibly  of 
ocal  interest  is  being  translated  into 
learly    every    European    language." 

ook  out,  Margaret  Mitchell. 

rhe  CEOs  of  rock  'n'  roll 


'lans  to  build  a  Rock  and  Roll  Hall  of 

■ame  have  been  in  the  works  since 

,1983;  Cleveland  was  designated  the 

r  ,iome  to  the  hall  in  1986.  But  raising 

he  $48  million  the  museum  will  cost 

)roved  tougher  than  local  Cleveland 

r;)oosters  had  anticipated.  By  May  of 

j,liis  year,  after  two  years  of  trying, 

J  |ust  $650,000  had  been  raised. 

;  ]   Ohio  Governor  Richard  Celeste  and 

-'Cleveland  Mayor  George  Voinovich 

ailed   in    Cleveland's    movers    and 

.hakers  to  get  behind  the  deal.  Now 

he  big  bucks  are  flowing  in. 

,.     Headed  by  Higbee  Co.  Chairman 

P, Robert  Broadbent,  67,  the  team  has 

,.  I  irought  in  pledges  and  gifts  of  almost 

'^  )15  million  in  the  past  seven  months. 

oining  Broadbent  in  the  rock  'n'  roll 

..  ,:ffort  are  James  Ross,  50,  president  of 

..|JP  America  Inc.;  James  Biggar,  60, 

jj.,'.hairman  of  Nestle's  U.S.  subsidiary; 

.,Jid  president  of  East  Ohio  Gas  Co., 

"  .  Richard  Kelso,  61. 

doming  soon:  Soviet  tv 

jj..re(i  Turner  is   thinking  of  joining 

,. lands  with  Soviet  national  television 

nd  coproducing  a  splashy  four-hour 

cience-fiction  miniseries.   Expected 

0  air  on  Turner's  new  TNT  cable 
'letwork  in  early  1990,  the  miniseries' 
i'lO  million  cost  will  likely  be  split 

mong  Turner,  the  Soviets  and  co- 
Toducers  from  Spain  and  India.  Ted- 
iy,  Tumer's  25 -year-old  son,  is  head- 
Qg  up  the  project  following  a  two- 
ear  stint  in  Moscow  with  CNN.  He 
tes  that  most  U.S. -Soviet  coproduc- 

1  ions  to  date  have  simply  been  Ameri- 
I  an  films  shot  on  location  but  that  his 

v'lll  be  a  true  joint  effort.  "They  ap- 
roached  us  with  the  script,"  he 
ays.— Eric  Schmucklei 
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Gasoline  gains . . .  Bolstered  by  a  strong  service 
station  upgrading  program,  innovative  strategies  and  aggressive 
cost  cutting,  Mobil's  U.S.  marketing  is  going  strong.  For 
exannple,  since  our  1985  introduction  of  a  new  gasoline  able  to 
unclog  port  fuel  injectors,  Super  Unleaded  sales  have  continued 
to  soar.  And  this  high-profit  best-seller  now  accounts  for  over  a 
third  of  all  our  U.5.  gasoline  sales.  Moreover,  total  gasoline  sales 
have  risen  nearly  40%  since  1982. 

Refining  records...  a  re  being  set  at  our  U.5. 
refineries  in  Super  Unleaded  production— as  a  result  of 
superior  perfornnance  in  our  octane-upgrading  units,  the  use 
of  improved  catalysts  and  modest  capital  investments. 
Meanwhile,  we're  nearing  completion  of  a  major  upgrade 
at  our  Torrance,  Calif.,  refinery  that  will  further  boost  yields  of 
premium  products. 

Lube  power. . .  strong  lubricant  sales  during  the 
first  half  of  the  year  are  bolstering  our  position  as  the  nation's 
No.  1  marketer  of  finished  lubes.  Lube  production  is  also  up, 
which  means  we're  enjoying  the  double  benefit  of  supplying  the 
sales  increase  with  our  own  production.  We're  also  continuing  to 
automate  our  lube-blending  operations.  The  new  grass-roots 
facility  we're  building  in  Paulsboro,  M.J.,  for  instance,  will  be  one 
of  the  most  modern  and  efficient  in  the  country. 

Continued  cost  cutting... is  helping  to  keep 
Mobil  competitive  with  the  best  in  the  industry.  Our  ability  to 
handle  various  lube  oil  feedstocks,  for  example,  helps  keep  our 
U  5  crude  costs  below  our  competitors'.  We've  just  started 
up  a  new  cogeneration  unit  at  our  Joliet,  III.,  plant  and  another  is 
under  way  at  the  Paulsboro  refinery.  We're  also  installing  state-of- 
the-art  digital  instrumentation  at  our  Torrance  and  Beaumont, 
Texas,  facilities. 


A  quote  we  like:  ^'We  are  attracted  to  Mobil 

because  of  its  excellent  earnings  balance  between  its 

three  major  lines  of  business:  oil  and  gas  production, 

refining  and  marketing,  and  chemicals." 

—Oil  analyst  Michael  C.  Young  of  Smith  Barney. 
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rvight  in  the  heart  of  Houston's 
Financial  and  Theater  Districts. 
Complimentary  Limousine  down- 
town, full  health  club  facilities.  Most 
importantly,  a  staff  dedicated  to  your 
personal  service. 
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701  Trxm  Afenue.  Houston,  Taaa  77002 

7I3/228-9S00  •  800/231-0336  •  Tela  790-506 

A  Member  of  Small  Luxury  Hotels 
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New  York,  NY  10011 
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notice  Write  your  new  address  on  this 
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$48  □  3  years  $96  (the  equivalent  of 
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Readers  Say 


More  on  children 

Sir:  Re  "Consuming  our  children?" 
(Nov.  14)-  Social  Security  as  it  exists 
today  is  a  great  ripoff  of  our  youth.  I 
still  pay  into  the  pot,  but  on  my  70th 
birthday  they  started  sending  me  over 
$1,000  a  month  in  spite  of  my  ade- 
quate current  income.  I  am  sure  the 
great  majority  of  my  generation 
would  forgo  at  least  some  of  the  gravy 
so  our  children  and  grandchildren 
could  prepare  for  their  own  good  life. 
— Russell  //.  Bauingard)ier 
Incline  Village,  Nev. 

Sir:  Your  cover  story  was  timely  and 
excellent.  As  a  CPA  who  just  turned 
40,  I  have  seen  case  after  case  of  in- 
come transfers  to  well-feathered  se- 
nior citizen  nests  while  watching  ever 
larger  parts  of  my  earnings  being  lost 
to  the  Social  Security  tax. 
— Ibonuis  C.  Manning 
Buliiar,  A'.y. 

Sir:  Why  doesn't  Social  Security  send 
an  Annual  Report  of  Contributions 
and  Withdrawals  like  a  retirement 
plan?  People  seeing  their  own  with- 
drawals exceeding  contributions  will 
feci  less  "entitled"  to  tax  future  gen- 
erations to  make  up  the  shortfall. 
—Russell  C  ieffel 
Slxiwnee  Mis'iion.  hums 


On  the  border 

Sir:  Contrary  to  Fact  and  Comment 
(Xor  14).  Norway  also  shares  Tur- 
key's misfortune  of  possessing  a  land 
border  with  Russia.  With  a  population 
of  little  more  than  4  million,  Norway 
also  needs  support. 
— Tim  liiaiatul 
.M{kli.s(»!  \\  is 


Once  is  enough 

Sir:  Your  article  "This  time,  it's  dif- 
ferent .  .  .  again"  on  Tactical  Asset 
Allocation  (Oct  17)  seriously  misrep- 
resents Wells  Fargo's  fiduciary  activi- 
ties on  Oct.  19  and  20,  1987.  We  are  an 
investment  management  firm,  paid 
by  our  clients  on  the  basis  of  the  aver- 
age annual  market  value  of  accounts 
we  manage.  To  state  that  "Wells  man- 
aged to  double  up  on  transactions  fees 
from  all  that  business  going  both 
ways,"  referring  to  sales  executed  for 
portfolio  insurance  accounts  on  Oct. 


19,  1987  and  purchases  executed  for 
TAA  accounts  on  Oct.  20,  1987,  is  to 
say  we  grossly  violated  all  applicable 
federal  and  state  regulation  of  our  ac- 
tivities. This  statement  is  false  and 
harmful  to  our  fiduciary  reputation.  , 
— Patricia  C.  Dunn 
President, 

Wells  Fargo  Investment  Advisors 
San  Francisco,  Calif. 

Forbes  regrets  the  error. — Ed. 


Borrowing  for  defense 

Sir:  Re  "Bring  the  boys  home?"  (Noi 
28).  The  proper  question  is,  "Wh} 
should  the  world's  largest  debtor  na 
tion  borrow  from  the  world's  larges 
creditor  nations  to  subsidize  thos 
creditor  nations'  defense?" 
— Sanford  E.  Lockspeiser 
Cincinnati,  Ohio 


I 


Ad  sails 

Sir:  Re  Fact  and  Comment  (Oct  3\ 
Surely  you  can't  be  that  naive  to  dd 
sire    ad-free    spinnakers    in    futuif 
America's  Cup  races.  How  about 
ad-free  Forbes  magazine? 
— Ric  Clarson 
Jacksonrille  Beach,  Fla. 


Counterweight 

Sir:  Re   'How  the  government  subs 
dizes  leveraged  takeovers"  (Nov.  21- 
You  overlooked  a  single  factor  thj 
would  offset  the  entire  thrust  of  tf 
article.  The  government  would  ir 
mediately  expect  a  capital  gains  t; 
receipt  from  the  stockholders.  Th 
would  presumably  be  paid  as  a  19^ 
tax  obligation. 
— .\)thur  I'ancoe 
Managing  Director, 
Bear  Stearns 
Chicago,  III 

A  major  part  of  the  profits  and  Ju,: 
bond  interest  will  accrue  to  institutioi 
lihe  pension  fiincts,  which  pay  no  currti 
income  taxes  But  even  tftbe  result  utrit 
wasljfor  the  Treasury — whicb  it  isn  't — i* 
fai  •orahle  tax  tieatment  of  debt  oi  'er  equ 
ty  would  still  provide  an  iiresuitible  sutl 
dy  to  leveraged  takeovers. — Ed. 


Sir:  The  statement  "They  don't  h 
to  do  anything.  Just  take  it  over  a 
exchange  debt  for  equity,  bonds 
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stock"  overlooks  the  hard  work  and 
innovative  ideas  that  have  been  in- 
j  volved  in  thousands  of  LBOs. 

Many  companies  end  up  far  more 
profitable  and  paying  more  taxes  than 
ever  before.  The  last  thing  that  we 
Qced  is  for  Congress  to  aima  "fix-it" 
pill  at  the  megadeals  and  hit  us  little 
guys  that  actually  operate  the  busi- 
nesses which  we  buy. 
—Thomas  Arthur 
'Resident, 
Havatampa  Inc. 

Tampa,  Fla. 
I 

jir:  You  "see  the  forest."  Carry  on! 

iNhy  is  Congress  allowed  to  spend 
jrecious  time  and  energy  massaging 
:he  tax  rates  when  there  is  untaxed 
ncome  shielded  only  by  pressure 
p-oups? 

There  must  be  a  way  to  elect  repre- 
ientatives  who  understand  that  col- 
ecting  taxes  is  as  necessary  as  defend- 
ng  our  borders.  Moynihan  produced 
he  law  that  turned  half  our  Social 
iecurity  benefits  from  tax-free  to  tax- 
ible,  and  he  was  just  reelected  by  a 

1 1  vide  margin.  It  can  be  done. 
-Frederick  W.  Harmon 
carsdale,  N.Y. 


lold  the  mustard 

ir:  I  believe  the  correct  phrase  is  "to 
ut  the  muster"  (Fact  and  Comment, 
■Of.  28)  and  is  of  military  origin, 
aeaning  to  be  fit  for  duty. 
n -Robert  J.  Losik 
tascadero,  Calif. 

According  to  Partridge's  Dictionary 

f  Slang  and  Unconventional  English 

3A)  Edition),    "cut  the  mustard"  dates 

:'ack  to  at  least  1904  and  means  to  suc- 

xd  in  performing. — MSF 


rniversities,  Inc. 

ir:  I  enjoyed  the  article  on  whether 
oUeges  and  universities  should  take 
quity  positions  in  ventures  built  on 
le  work  of  their  faculty  ("ki  pecunia 
eritas?"  Nov.  28].  There  are  many 
ossible  conflicts  of  interest  built  into 

ijiis  situation.  Nevertheless,  a  little 

all  it  of  experimentation  should  prove 
ealthy. 

My  own  sense  is  that  colleges  and 
niversities  will  not  prove  to  have 

a|  mch  skill  in  this  area  and  will  proba- 

iafly  not  eam  a  lot. 
-Harold  T.  Shapiro 
-esident, 

bi  inceton  University 
inceton,  N.J. 


\ 


SEE  THE  WONDERS  OF  EUROPE. 
THEN  BRING  ONE  HOME. 


Combine  your  next  European  trip 
with  the  purchase  of  Scorpio,  the 
German  sedan  that  walked  away 
with  18  major  European  automotive 
awards.  The  Scorpio  European 
Delivery  Program  makes  it  easy  Your 
car  is  licensed  and  fully  documented 
when  you  arrive-for  you  to  enjoy  on 


the  continent.  When  your  trip  ends, 
just  return  your  Scorpio  to  one  of  19 
locations  in  8  countries,  and  it  will  be 
shipped  directly  to  your  U.S.  dealer. 
Scorpio.  Imported  from  Germany 
for  select  Lincoln-Mercury  dealers. 
For  more  information,  call 
1-800-822-9292. 


SCORPIO 

GERMAN  PERFORMANCE  YOU  CAN  BE  COMFORTABLE  WITH. 


Buckle  up-together  we  can  save  lives. 


LINCOLN-MERCURY  DIVISION 


WED  LIKE  TO 
REMIND  YOU 

THAT  THE 

UNCENSORED 

CONTENT 

OF  THIS 

MAGAZINE 

IS  MADE 

POSSIBLE 

BY  THE 

CONSTITUTION 

OF  THE 
UNITED  STATES. 

THE 
CONSTITUTION 

The  words  we  live  by 


To  Icam  more  about  the  Constitution  write.  Con-  ■^■B 
stituuon.  Washington.  DC.  ioz,ciq.  The  Commis-  rlTil 
sion  on  the  Bicentennial  of  T^c  L  .S.  Constitution.   CjOincil 


Now  Printed  in  New  York 

When  You 

Travel  Abroad, 

What's  Your 

Favorite  Paper? 


Until  now,  you  couldn't  get 
the  Paris-based  Interna- 
tional Herald  Tribune  in 
the  U.S.  Now  you  can — 
with  same-day  delivery 
available  in  some  U.S. 
cities.  For  your  daily  brief 
on  the  world,  with  its  fea- 
tures on  travel,  fashion,  in- 
ternational investing  and 
much,  much  more,  call  us 
toll-free: 

1-800-882-2884 
(in  NY:  212-752-3890) 

Hcralo^i^&s  (tribune. 


F>.M.db^  •  .O.  rtv  ^»  )  «4  TiSi 
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}  'St  use  Visa  Gold  and  your 
^  purchase  could  be  on  us. 


Whether  you're  treating  yourself  to  a  breathtaking  sail  on  the  Caribbean  or  an 
incredible  pair  of  Italian  shoes,  if  you  use  Visa*  Gold,  it  just  may  end  up  being  our  treat. 

Because  when  you  make  a  purchase  with  Visa  Gold  between  October  1  and 
December  31,  there's  a  chance  Visa  will  pick  up  the  bill.  That's  a  treat  American  Express 
doesn't  offer.  And  you  could  win  even  more.  Because  if  you  use  Visa  Gold  during  the  first 
seven  days  of  October,  November  or  December,  your  entire  previous  month's  Visa  Gold 
balance  could  be  free!  All  in  all  there  are  over  $1  million  in  prizes  to  be  given  away. 

So  remember,  choose  Visa  Gold  for  your  next  purchase  and  it  could  be  on  us. 


V/SA     Its  Everywhere  You  Want  To  Be! 


NO  PURCHASE  NFCESSARY  To  rnirr  witK.^ 
ing  addim,  citv.  Mate,  lip  code,  dav  and  o  -  '^  i 
if  (he  bc«l  card  wu  can  Larry"  on  «  >\ 
FAf  Service* (imup.PO  Box  2S7,  KImS. 
velopr.  no  mechanical  rrpr\>duc(toriv   ) 
vwek'terul  hnine»inBt>nu»drawinitNnn,« 
Priie  won  in  both  Swvcptiakri  it  an  .it. 
void  where  pfohibiltd  or  mtncicd  Caih  adv  ^ 


Hft  n'^'^aw  Kand-f fini  vour  name,  mail 

.T>J(hewurdt"\'UaCK>ld 

ir  Freai"  SwtcpMaltcv 

I  imit  oncrnlnperrn' 

t'  fnu»l  he  received  h> 

' « ( n  da>i  oi  eac  h  month. 

^    iiM'iK  pupcha««  enlrv  Offer 

ijidbci  tarn  anktc»purchaicd  air  acliMlcd 


Maximum  priie  in  weekly  draw^inp.  $7S,000  and  in  Bonui  drawinft,  $100,000. 
Viia  Col  J  debit  card  holder  BonuiSweeptiakespriieequaKihcpreviou&monih'itouI  debit 
card  pun.  ha»e».  Fxtr  a  complete  set  of  rulev  «end  a  stamped.  Mrlf-addrrtied  envelope  to:  Viu 
"Our  Trrai"  Sweep«ake^  Rulcv  FAC  Ser>  ice»  Group.  PO  P>o\  lO'i  1 ,  Bcn»enville.  lllinoit 
60KVv7C*91  {\'l  And  UA  rnitden^  mav  omn  rrmm  poatageV  Swrt-pbtakcsopentoall  midentB 
of  the  L'  S  18  ve^n  or  older  except  empUnceik  and  their  familirt  of  Vita,  in  promotional 
acencte^arnlV'iiiaGoldiuuerv  IViroohon ends  December  )t,  1988.  C>  Viu U.SA.Inc  196A. 
PATENT  PENDING 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Rjrbes,  Editor-in-Chief 


THE  RJR  NABISCO 
WINNERS 

I'm  not  sure  there  are  any. 


"Italy  Just  bought  France. " 

AFRICAN  POLITICOS  OUT  PORK  BARREL  THEIR  WASHINGTON  MENTORS 


On  D.C.'s  Capitol  Hill  year  in  and  year  out  the  poten- 
tates of  House  and  Senate  pork-barrel  $billions  for  projects 
as  Christmas  presents  to  their  home  fronts — dams  and 
ditches,  highways  and  runways,  regional  edifices  for  ever- 
multiplying  federal  bureaus  and  programs. 

In  Africa,  they've  taken  U.S.  pork-barreling  examples  to 
beart.  Zaire's  Mobutu  is  putting  Gbadolite,  his  hometown  of 
37,000  inhabitants,  on  the  map  with  a  mammoth  four-story 
palace  and  a  brand-new  airport  for  daily  Boeing  73  7  service  to 
this  remote  village  of  mud  huts  and  dugout  canoes. 

In  Gabon,  President  Bongo  has  run  a  $2  billion  railroad  to 

FUNDAMENTALISM:  AS  DANGEROUS 

fanatic  religious  fundamentalists,  like  self -righteous  fa- 
latics  of  any  stripe,  are  always  dangerous.  As  in  the  case  of 
|:errorists  with  their  indiscriminately  murderous  bomb- 
ngs,  fundamentalists  are  ready  to  explosively  create  or 
exploit  any  opening.  Cloaked  in  religious  vows  and  veils, 
hey  have  a  cloUt  that  other  temporal,  murderous  cliques 
io  not. 

For  that  reason  they  spook  governments  more  than 
crrorists  do.  Their  numbers  don't  warrant  the  paralyzing 
ear  created,  particularly  in  moderate  Arab  nations,  such 
-  Saudi  Arabia  and  Egypt,  as  well  as  in  governments  in 
•lalaysia,  Indonesia  and  the  Philippines. 

And  in  Israel. 

As  with  other  terrorists,  pussyfooting  and  pacifying 


Franceville.  Franceville?  It's  Bongo's  home  village.  And 
Ivory  Coast's  president,  reports  the  j\eir  York  Times,  ".  .  .  is 
building  an  edifice  in  his  tribal  capital,  Yamoussoukro,  that 
is  generally  accepted  to  be  the  largest  church  in  the  world. " 
Some  in  Washington  and  the  rest  of  the  world  fulminate 
against  this  use  of  Smultimillions  by  poverty-stricken 
Third  World  countries  that  are  bankrupt,  unable  to  pay 
even  a  token  of  their  foreign  debts.  But,  since  the  U.S. 
Congress  taught  'em  pork-barreling,  and  since  the  U.S.  is 
now  also  a  debtor  nation,  our  protests  to  African  chieftains 
are  not  paid  much  heed  these  days. 

AS  TERRORISM— BUT  NOT  MORE  SO 

won't  quench,  douse  or  delay  fanatic  fundamentalists  in 
their  thirst  for  power.  Only  confrontation  can  contain 
these  militants.  No  matter  in  whose  name  or  what  doc- 
trine they  murder,  they  should  be  treated  like  other  terror- 
ists when  they  shed  blood. 

Fundamentalists  in  power  are  fascists. 

How  does  Khomeini  differ  from  Hitler?  Khomeini  dif- 
fers from  Hitler  only  in  the  rhetoric  used  to  justify  his 
murder  of  humans  and  human  rights. 

Fanatic  religious  fascism  going  by  the  name  of  fundamen- 
talism is  no  turn-on  as  an  alternative  for  the  mass  of  people 
who  may  be  turned  off  by  their  current  rulers. 

Concerned  governments,  if  cowed  by  cowardice,  can 
bring  about  what  they  most  fear. 
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FORBES  NAMES  NEW  YORK'S  1988  BEST  AND  SPECIAL  RESTAURANTS 

These  winners  are  determined  after  a  year  of  waistful  dining  by  MSF, 
sons  Bob  and  Kip,  Publisher  fim  Dunn  and  Forbes  chef  Chris  Long. 


*     *      •     * 


Chanterelle 
The  Four  Seasons 
La  Cote  Basque 


Lafayette 

La  Grenouille 

Le  Cirque 


Le  Regence 

Lutece 

Maurice 


Last  year  there  were  eight.  Now  there  are  nine  in  this 
highest  celestial  galaxy.  Three  are  up  from  Three  Stars  (La 
Cote  Basque,  Lafayette,  Le  Regence)  and  two  have  re- 
turned there  (Le  Bemardin,  Quilted  Giraffe).  Lafayette's 
the  acme  of  finesse,  and  its  open  kitchen  operates  with 
awesome  panache.  Tops  in  presentation  and  taste  is  the 
cream  of  pheasant  soup.  La  Cote  Basque,  a  Four  for  years. 


slipped  a  bit  when  that  indefatigable  culinary  maestro 
Jean-Jacques  Rachou  doubled  seating  capacity.  That 
change  is  now  splendidly  digested.  Enthusiasm  for  Hotel 
Plaza  Athenee's  Le  Regence  is  now  merited.  It's  been  i 
source  for  some  other  great  restaurants'  chefs.  Chanterelle ' 
is  in  the  process  of  moving  to  larger  quarters,  which,  wt 
presume,  will  not  affect  its  extraordinary  excellence. 


*       *       * 


Adrienne 

The  Box  Tree 

La  Caravelle 

Montrachet 

Aquavit 

Brive 

La  Colombe  d'Or 

Nippon 

Arcadia 

Christ  Cella 

La  Reserve 

Palio 

Aurora 

Gloucester  House 

La  Tulipe 

Parioli  Romanissin 

Bellini 

Huberts 

Le  Bemardin 

The  Quilted  Giraffi 

Bice 

11  Mulino 

Le  Chantilly 

San  Domenico 

Bouley 

11  Nido 

Le  Cygne 

Shun  Lee  Palace 

The  exciting  thing  about  this  group  is  its  growing  num- 
ber. The  unexciting  thing  is  the  burgeoning  prices.  Ten 
years  ago  there  were  1 4  Three  Stars,  of  which  only  4  were  on 
then  as  well  as  now — Christ  Cella,  Le  Chantilly,  Nippon 
and  Shun  Lee  Palace.  Today,  28  great  restaurants  are 
included  m  this  select  group.  Adrienne  is  the  intriguing  new 


restaurant  in  Fifth  Avenue's  newest  luxe  hotel,  Hotc 
Peninsula  (nee  Maxim's  Hotel  de  Paris  on  Fifth,  ne 
Gotham),  recently  acquired  by  a  Hong  Kong  chain.  Aquav) 
is  the  dramatic  Scandinavian  hit.  Huberts  is  a  hot  candidal 
for  future  Four  Stars.  San  Domenico  has  been  bom  with 
silver  spoon  in  its  sophisticated  Italian  mouth. 


Special 


Arizona  206 — Ongoing  hit.  Imaginative  Southwest  dishes. 
Benihana — Flavorful,  exciting;  best  food  show  in  town. 
Cafe  des  Artistes — Cuisine  complements  Christy's  nudes. 
Cafe  Iguana — Hot  spot  for  the  hippest.  Good  food,  too. 
Cafe  Luxembourg  -Lincoln  Centcr-ites  swarm  here. 
Carnegie  Deli — Ci  ,e  Big  Apple  at  its  gorgingest  best. 
Elaine's — Writers  v  lo  live,  do  it  here. 
Florent — Alive  witl.   he  chic  and  the  shoddy. 

■  une  Garden  Pavilion — Elegant.  Chinatown  it  ain't. 
ti»td  Rock  Cafe — A  h..npy  happening  for  the  strong  of  ear. 
Lc  Sttdk — A  find.  Unique  mustard  sauce,  super  frites. 
M"i'-.-v>r's — All  who're  fodder  for  columnists  feed  here. 
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Odeon — Habitat  for  trippers  of  Up-  and  downtowners. 
Oyster  Bar  at  Grand  Central — Spectacular,  freshest  seaf oo 
Rainbow  Room — Back  in  all  its  previous  glory. 
River  Cafe — Brooklyn  Bridge  was  built  to  get  you  here. 
Rockefeller  Center — Three  good  places  ring  the  rink. 
Serendipity  3 — Soda  fountain  stuff  never  had  it  so  good.  ■ 
Sfuzzi — Lincoln  Center's  jumpingest  center. 
Tavern  on  the  Green — Twinkling  park  setting.  Food  ?  Hmr 
Thorough  Bread — Delicious  sandwiches,  aromatic  baker  - 
The  Water  Club — On  an  East  River  barge,  glorious  dinin  i 
Windows  on  the  World — You  have  to  go — once,  anyway  • 
World  Yacht — Dine  at  sea,  see  a  dramatic  harbor  scene. 
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ONLY  IN  SCANDINAVIA 

are  ladies  unabashedly  on  a  par  with  men  in  their  enjoy-  Do  you  suppose  if  our  liberated  ladies  would  start  light- 
ment  of  smoking  cigars.  How  can  women  elsewhere  feel  ing  up  cigars,  maybe  we  who  love  'em  could  use  them 
fully  liberated  until  they  can,  too?  more  often  in  more  places? 

"DISHING  IT"  OUT  ON  WAKE  ISLAND 

This  tiny  atoll  figured  heroically  in  the  early  days  of  World  War  II.  It 
was  developed  as  a  key  refueling  stop  for  Pan  American  Clippers  when 
they  pioneered  transpacific  flying  in  the  Thirties.  Soon  after  the  attack  on 
Pearl  Harbor,  449  Marines  and  55  Naval  airmen,  with  400  civilians,  stood 
off  repeated  Japanese  assaults  for  15  days.  Japanese  casualties  were  heavy, 
and  122  Americans  died  in  Wake's  defense. 

Now  this  base  is  operated  by  a  tiny  Air  Force  contingent  aided  by  225 
civilians.  When  Forbes'  727  Capitalist  Tool  touched  down  on  one  of  its 
transpacific  flights,  we  learned  there  was  no  tv  satellite  dish  available 
because  of  the  strict  military  budgets.  It  gave  us  all  a  lift  to  dish  up  the 
needful.  In  appreciation,  the  Air  Force  Wake  Island  Commander  named 
one  of  the  drives  for  Forbes  magazine.  All  of  which  makes  quite  a 
contrast  with  the  December  scene  on  Wake  just  47  years  ago. 


WASTING  IT 

beats  waisting  it. 


IF  TOU  CAN'T  CARRY 

your  weight,  drop  it. 


BOOKS 


Christmas  in  Amer- 
ica— edited  by  David 
Cohen  (Collins  Pub- 
lishers, $35).  The  peo- 
ple who  do  those  bril- 
liant depictions  of  A 
Day  in  the  Life  of .  .  . 

lave  done  the  same  to  the  day  in  the  lives  of  Christians  in 

unerica.  Among  the  sugary  sentimental  and  traditional 

re  many  different  and  offbeat. 

>  The   Home   Planet— edited   by 

;.evin  W.  Kelley  (Addison-Wesley 

'ublishing   Co.,    $39.95).    If   you 

/ant  to  see  the  earth  whole,  and 

et  a  sense  of  its  tininess  in  space, 

ere  it  is.  One  hundred  and  fifty 

wesome  pictures,  as  seen  through 

ie  eyes  of  the  200-plus  men  and 

/omen  who  have  been  out  there. 

elected  from  both  Soviet  and  U.S.  archives — in  itself  an 

xtraordinary  example  of  useful  collaboration. 

xcerpts:  One  thing  I  remember  most  visually  was  being 
n  the  moon  and  looking  back  at  the  Earth  and  thinking 
owfar,  far  away  it  was.  I  was  impressed  by  the  distance;  it 
iemed  very  unreal  for  me  to  be  there.  Frequently  on  the 
.  mar  surface  I  said  to  myself,  This  is  the  moon,  that  is  the 
arth.  I'm  really  here.  I'm  really  here. — Alan  Bean, 
^■S.A.  .  .  .  Now  I  know  why  I'm  here.  Not  for  a  closer  look 
t  the  moon,  but  to  look  back  at  our  home  the  Earth. 
'Alfred  Worden,  U.S.A.  .  .  .  It  seems  to  me  that  even  the 


wisest  philosophers  of  the  Renaissance  or  the  most  daring 
minds  from  the  past  could  not  estimate  the  real  size  of  our 
planet.  Earlier,  it  seemed  immeasurably  great,  almost 
infinite.  Only  after  the  middle  of  this  century  did  man, 
having  gone  up  into  space,  see  with  surprise  and  disbelief 
just  how  small  the  Earth  really  is.  Some  saw  it  as  an  island 
in  the  limitless  ocean  of  creation.  Some  compared  it  to  a 
spaceship  with  a  crew  numbering  more  than  six  billion. 
— Pavel  Popovich,  U.S.S.R.  .  .  .  Several  days  after  looking 
at  the  Earth  a  childish  thought  occurred  to  me — that  we 
the  cosmonauts  are  being  deceived.  If  we  are  the  first  ones 
in  space,  then  who  was  it  who  made  the  globe  correctlyl 
Then  this  thought  was  replaced  by  pride  in  the  human 
capacity  to  see  with  our  mind. — Igor  Volk,  U.S.S.R. 

•  The  Worst  of  Everything — edited 

by  Don  Lessem  (McGraw-Hill,  $7.95). 

It's  far  easier  to  agree  on  who  and 

what  and  where  is  among  the  best  of 

everything  than  to  consense  on  the 

worst.  This  is  a  231 -page  paperback 

full  of  fim — so  long  as  what  you're 

into  isn't  in  it.  Included:  worst  foods, 

diets,  wines,  fashions,  countries,  tourist  attractions,  jokes, 

celebrities,  tv  shows,  sports  performers,  cities,  resumes, 

snakes,  disasters  and  dozens  and  dozens  more  such. 

Excerpt:  The  nine  worst-schooled  Presidents*:  George 
Washington,  Andrew  Jackson,  Martin  Van  Buren,  Za- 
chary  Taylor,  Millard  Fillmore,  Abraham  Lincoln,  An- 
drew Johnson,  Grover  Cleveland,  Harry  Truman.  And 
then  there  are  those — they  would  make  a  far  longer  list — 
for  whom  the  schooling  didn't  take. 
"Never  attended  college. 
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Every  Nation  Bi 
GreatAccomplish] 


Throughout  history,  in  one  society  after 
another,  owning  a  home  has  been  the  exclusive 
domain  of  the  rich  and  powerful. 

Fbr  the  rest,  the  idea  was  only  a  vague 
abstraction,  an  elusive  dream. 

Until  /Xmerica. 

Where,  for  tens  of  millions,  the  dream  of 
owning  a  home  became  a  regality. 

By  1986.  the  country  had  constructed  its 
100  millionlli  home.  In  the  past  200  years, no 
other  nation  comes  anywheir  close. 

But, of  course,  all  this  didn't  just  happen 
overnight,  b'ifty  short  years  ago.  less  t  han  half 
the  counti^  owned  a  home. 

Th(Mi  AmcMicas  housing  industiy  \\  ilh  ihe 
governmenl  s  hcip.wcMil  to  work  in  earnest. 

Today  weir  among  the  best-housed 
pe()[)le  in  histoiy  with  almost  two  out  of  throe 
families  li\  ing  in  homes  of  theirown. 

Kor  our  part,  since  we  wero  charterod 
in  1938,  we've  pumped  over  $400  billion  into 
making  the  dream  possible  for  some  8  million 
families  from  all  walks  of  life. 

We've  worked  haixl  to  h(^lp  keep  buying 
and  owninga  home  affoixlable.  But  we'll  have 
to  work  even  haixIcMMomeet  thcnlialkMigesof 
the  90s.  And  we  will. 

Al'ter()|'Miing(l(K)i>>  for  American  home 
buyei's  for  ove;  r^Oyeai>^,  we'ro  not  about  to 
'  them  close  pi  )w. 


FannieMae 


^  MonumentsTb  Ite 
its.TliisIsOuis. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind.-MSF 


For  the  Hard-To-Get  List 

For  people  who  like  peace  and 
quiet:  A  phoneless  cord. 

—The  Thud  637  Best  Things 
Anybody  Ever  Said,  by  Robert  Byrne 

Sensible  Sharing 

Dear  Miss  Manners:  We  have  al- 
ways tried  to  teach  the  children  to 
share  with  their  playmates,  but  it 
seems  particularly  hard  on  them 
when  it's  an  extra-special  toy — be- 
cause it's  new  or  because  it's  the  fa- 
vorite animal  they  go  to  bed  with. 

Gentle  Reader:  Miss  Manners  ad- 
mires you  for  teaching  sharing,  but 
let's  not  overdo  it.  You  don't  want 
them  to  grow  up  to  share  their  hus- 
bands or  wives,  do  you? 

— Miss  Manners'  Guide. 
by  Judith  Martin 

Earthstruck 

The  Earth  reminded  us  of  a  Christ- 
mas tree  ornament  hanging  in  the 
blackness  of  space.  As  we  got  farther 
and  farther  away  it  diminished  in  size. 
Finally  it  shrank  to  the  size  of  a  mar- 
ble, the  most  beautiful  marble  you 
can  imagine.  That  beautiful,  warm, 
living  object  looked  so  tragilc,  so  deli- 
cate, that  it  you  touched  it  with  a 
finger  it  would  crumble  and  fall  apart. 
Seeing  this  has  to  change  a  man,  has 
to  make  a  man  appreciate  the  creation 
of  God  and  the  love  of  God. 

— Astronaut  lames  Irwin,  U.S.A. 
» * » 

I  have  always  thought  it  was  curi- 
ous that  on  the  moon  all  the  stars 
circulate  around  you,  but  not  as  tast 
as  they  do  herc;  they  do  it  once  every 


28  days  instead  of  once  every  24 
hours,  and  the  sun  moves  around  you 
the  same  way.  Yet  the  Earth,  which  is 
the  biggest  object  there,  stays  right  in 
the  same  spot.  I  thought,  if  ancient 
man  had  been  born  on  the  moon  in- 
stead of  the  Earth,  he  would  have  had 
much  more  difficulty  determining 
what  was  going  on,  because  these 
things  would  be  in  slow  motion  ex- 
cept for  the  one  which  was  still.  I  felt 
pretty  sure  that  in  ancient  cultures 
they  would  have  worshiped  the  Earth 
and  thought  it  was  an  eye,  because  it 
would  change  from  blue  to  white  and 
you  would  see  something  moving  up 
there  that  did  look  like  a  colored  eye. 
— Astronaut  Alan  Bean,  U.S.A., 
The  Home  Planet,  edited  by 
Kevin  W.  Kelley  for  the 
Association  of  Space  Explorers 

Ticket  Tow  Man 

Benjamin  Candidate,  32,  has  been 
successful  in  his  eight-year  career  in 
the  traffic  bureau.  Fie  began  writing 
parking  tickets,  graduated  to  directing 
traffic  and  now  drives  a  tow  truck.  He 
has  had  dogs  sicked  on  him  in  the 
posh  environs  of  the  Upper  East  Side, 
had  people  cjimb  into  their  cars  for 
the  ride  to  the  car  pound  and  been 
insulted  in  more  ways  than  he  can 
remember.  Fiis  biggest  problem, 
though,  IS  this:  "The  majority  of  peo- 
ple think  you're  stealing  their  car." 

There  was  the  time  when  he  picked 
up  a  yellow  car  and  a  screaming  man 
chased  him  tor  two  blocks.  Only 
when  the  man  got  close  enough  to 
read  the  license  plate  did  he  realize  it 
was  not  his  car.  Then  there  is  the 
common  reaction  of  people — laughter 


If 


i(Pl<?tS> 


TrcsJ.) pepper^  Ires/j pepper}' " 


and  applause — upon  seeing  one  city 
tow  truck  towing  another  one  that 
has  broken  down.  "People  see  that 
and  have  a  fit,"  he  said. 

But  such  memories  are  not  enough 
to  keep  Mr.  Candidate  from  day- 
dreaming about  becoming  a  subway 
conductor. 

— New  York  Times 

Gorbachev  vs.  Lenin 

"Why  should  freedom  of  speech  and 
freedom  of  the  press  be  allowed?  Why 
should  a  government  which  is  doing 
what  it  believes  to  be  right  allow  itself 
to  be  criticized?  It  would  not  allow 
opposition  by  lethal  weapons.  Ideas 
are  much  more  fatal  things  than  guns 
Why  should  any  man  be  allowed  tc 
buy  a  printing  press  and  disseminate 
pernicious  opinions  calculated  tc 
embarrass  the  government?"  askec 
Nikolai  Lenin. 

Oh,  him. 

— Liz  Smith,  Daily  New: 


Where  there  is  no 
extravagance  there  is 
no  love,  and  where 
there  is  no  love 
there  is  no  understanding. 
— Oscar  Wilde  in  Oscar  Wild 
by  Richard  EUi 


I  Say  It's  Liver. . . . 

The  three  most  hated  foods  in  tl 
U.S.,  from  survey  data  of  the  Rop^ 
Organization: 

I.)  Tofu,  2.)  Liver,  3.)  Yogurt. 

Among  the  ten  worst  foods  in  tl 
Common  American  Diet,  from  nutr 
tionist  Jane  Brody: 

French  Fries — Two  hundred  cald 
ries  of  fat  plus  salt  added  to  an  othel 
wise  nutritious,  nearly  fat-  and  sail 
free  100-calorie  potato. 

Granola  Bars — Expensive  cookid 
with  a  healthful  image  that  belies  tlf 
fact  that  their  main  ingredients  are  f| 
and  sugar. 

Soda  Pop — With  or  without  re| 
sugar,  a  wholly  artificial  nutritior 
travesty;  a  very  expensive  way  to  dri 
water,  the  only  ingredient  of  value. 
— The  Worst  of  Everythii 
by  Don  Lesse| 

Later  Louis  Bigger 

"The  Louis  XV  bed  is  too  small,  | 
client  once  told  the  legendary  decoil 
tor.  Ruby  Ross  Wood.  "I  think  I'd  bf 
ter  get  a  Louis  XVI." 

— Gerald  Clarke,  Fame  magazil 


24 


FORBES,  DECEMBER  26,  19' 


/ 


m^w 


)j 


V.A 


-  ■'  tARS  OlD  tS^'A'IBi 


ly  -^ 


\ 


•i"'' 


VJ 


HE  GLENLIVET  SINGLE  MALT  Scotch,  12  years  in  the  suggest  that  Scotland's  finest  Scotch  whisky  is  best 

1  making,  is  a  gift  that's  sure  to  melt  the  coldest  of  enjoyed  at  room  temperature.  For  those  guests  who 

hearts  this  Christmas.  Just  as  it  has  every  year  since  prefer  things  cold.  The  Glenlivet  may  be  taken  over  ice. 

1747.  If  you  do  receive  such  an  expensive  gift,  we  And  a  warm  and  merry  Christmas  to  you  all. 


THE  GLENLIVET.  JUST  SLIGHTLY  OUT  OF  REACH. 

To  send  a  gift  of  The  Glenlivet,  call  1  -800-238-4373.  Void  where  prohibited. 


^m  Manufacturers 

fff!  HANOVER 


Asset  Activation 


HOW  SMART  CEO'S 
FINANCE  TURNAROUNDS 

Corporate  Finance  from  The  CIT  Group  specializes  in  activating  a  company's  asset 
to  ease  you  through  restructurings,  downtums,  almost  any  financial  crunch. 


Your  company  inevitably  passes  through 
cycles  of  downturns,  uncertainty  and  contraction. 

Each  cycle  is  different,  reflecting  the 
conditions  of  your  company  alone.  Corporate 
Finance  from  The  CIT  Group  applies  the  power 
of  your  assets  to  counter  or  capitalize  on  the 
challenges  each  cycle  presents. 


Challenge: 

NtHHi  to  improve 

cash  flow 

immediately. 

Solution: 

Pledge  your  a.s.vl.^  for  total 

Refinancing. 


Challenge: 

Biisii>es.s 

mast  raise 

('a{)ital. 

Solution: 

Sale  Leaseback 


CIT  has  offices  nationwide,  backed  by 
the  worldwide  resources  of  Manufacturers 
Hanover  Corporation.  So  far  in  1988  we've 
served  more  than  90  companies  with  trans- 
actioas  totalling  over  $1.7  billion.  Wed  like  to 
advise  and  help  your  company,  lb  learn  more, 
please  call  (212)  286-3910. 

Challenge: 

Company  seeks 

guidance 

in  .structuring 

and  managing 

specialized 

financing. 

Solution: 

Pixyect  Financiii( 


1988  Tha  CIT  Group 


Corporate 
Finance 
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Fact  and  Comment  11 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


LIFTING  THE  ELECTRONIC  CURTAIN— FOR  NOW 


Soviets  Stop 


The  Soviet  Union's  decision  a  few  days  ago  to  stop 
•  amming  Radio  Free  Europe  and  Radio  Liberty  is  one  of  the 
nost  significant  manifestations  to  date  of  Mikhail  Gorba- 
:hev's  pohcy  of  glasnost.  Considering  the  growing  ferment 
nside  both  the  U.S.S.R.  and  Eastern  Europe,  Moscow's 
nove  is  extraordinary. 

This  writer  serves  as  chairman  of  the  Board  for  Intema- 
lonal  Broadcasting,  the  federal  agency  that  oversees  the 
vork  of  RFE/RL.  Radio  Free  Europe  broadcasts  in  nine 
anguages  to  Eastern  Europe  and  the 
ialtic  states;  Radio  Liberty  broadcasts 
n  twelve  languages  to  the  Soviet  Union. 

Few  Americans  realize  the  enormous 
nfluence,  impact  these  stations  have 
n  that  part  of  the  world. 

Unlike  the  BBC,  which  deals  largely 
vith  world  news,  or  the  Voice  of  Amer- 
ca,  which  emphasizes  an  American  an- 
]e,  RFE/RL  are  surrogates  for  home  radio  services;  that  is, 
hey  provide  comprehensive  information  about  internal 
vents  in  the  Eastern  bloc.  They  try  to  furnish  the  kind  of 
icws,  social  and  political  analyses,  and  cultural  features 
ne  would  get  in  a  free  society.  Because  of  this  concentra- 
lon  on  internal  events.  Eastern  bloc  Communist  govem- 
lents  have  regarded  the  Radios  as  subversive,  despite 
heir  exemplary  record  of  accuracy. 

Vital  Link  to  the  Truth 

Not  surprisingly,  people  of  these  countries  look  upon 
FE/RL  as  their  most  reliable  sources  for  what  is  happen- 
ig  in  their  own  areas.  For  example,  in  1986  Radio  Liber- 
y's  Ukrainian  service  didn't  just  report  the  Chernobyl 
ccident  but  provided  listeners  with  health  tips  (such  as 
/ashing  their  vegetables)  while  the  official  media  refused 
3  acknowledge  the  catastrophe  at  all. 

Americans  are  accustomed  to  being  overwhelmed  with 
iformation.  They  find  it  almost  impossible  to  conceive  of 
ving  in  a  society  where  the  exact  opposite  is  the  rule. 
'  Numerous  dissidents  have  testified  that  glasnost  never 
'ould  have  happened  if  it  had  not  been  for  the  pressure 
t  Westem  international  broadcasts,  particularly  those  of 


Jamming  Broadcasts  / 


Washington  Post 


Soviet  Union  Halts 
Jamming  of  U.S.  Radi6\ 
Broadcasts  in  Russian 
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RFE/RL.  The  stations'  Munich  headquarters  is  a  politi- 
cal, cultural  crossroads  between  East  and  West.  All  the 
samizdat  (underground)  material  from  the  East  finds  its 
way  to  Munich.  RFE/RL  analysts  are  considered  by 
scholars  and  journalists  to  be  of  the  highest  caliber. 
Their  archives  on  the  U.S.S.R.  and  Eastern  Europe  are 
recognized  as  the  most  comprehensive  in  the  West. 
Many  academic  experts  have  told  me  personally  that 
they  could  not  function  without  RFE/RL  research. 

Radio  Free  Europe  and  Radio  Liberty 
are  the  most  effective  instruments  the 
West  has  for  encouraging  peaceful 
change  in  Eastern  Europe  and  the 
U.S.S.R.  The  Polish  communist  gov- 
ernment itself  has  said  that  Solidarity 
would  disappear  if  Radio  Free  Europe 
ceased  to  exist. 
—NewYorkTimes  With  the  Cessation  of  jamming,  the 

importance  of  these  Radios  is  even  greater.  Glasnost  is  not 
freedom  of  the  press.  There  are  plenty  of  gaps  in  what  the 
government  media  will  discuss;  many  subjects  are  still 
proscribed.  One  example:  Soviet  authorities  have  decided 
not  to  publish  the  works  of  Nobel  Prize-winning  author 
Solzhenitsyn.  RFE/RL  will  continue  to  be  the  only  source 
of  uncensored  news  and  information  about  all  develop- 
ments in  the  U.S.S.R.  and  Eastern  Europe. 

These  stations  are  funded  entirely  by  the  U.S.  Con- 
gress. Their  operating  budget  is  $200  million  a  year.  The 
Soviets  were  spending  almost  $1  billion  annually  to  try 
to  block  their  signals.  Despite  the  jamming,  55  million 
people  in  the  Eastern  bloc  listen  to  the  Radios  on  a 
regular  basis.  In  Poland  almost  60%  of  the  adult  popula- 
tion tunes  in  to  RFE. 

Considerable  skepticism  about  Moscow's  reforms  is 
still  in  order.  Gorbachev's  future  is  hardly  secure.  The 
Soviets  have  stopped  the  jamming  of  other  international 
broadcasters  in  the  past  and  then  resumed  doing  so  when  it 
suited  the  needs  of  the  leadership. 

But  for  a  while,  at  least,  the  Soviet  people  will  get 
unimpeded  the  kind  of  truthful,  unvarnished  information 
they  have  never  had  before. 
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IntroducingThe  Audi  Advantage. 

No  one  has  ever  tried  it  before.  But  for  Audi,  it  is  the  logical 
next  step  in  luxur)'  cars. 

It's  called  the  Audi  Advantage.  And  quite  simply,  it 
redefines  the  risks  of  ownership. 

How?  With  exclusive  protection  no  other  car  maker 
can  match.  Designed  to  provide  security  for  you  and  your 
Audi  from  deliver)'  to  trade  in. 

For  example,  for  the  first  three  years  or 
50,000  miles,  the  no-charge  maintenance  and 
limited  warranty  of  the  Audi  Advantage*  means  all  repairs, 
all  scheduled  maintenance,  all  routine  oil  changes  are  all 
paid  for  The  wheel  alignments,  the  brake  pads,  the  wiper 
blades,  you  name  it.  Even  normal  wear-and-tear  is  covered, 
except  for  tires  and  soft  trim,  of  course. 

In  short,  it  pays  for  virtually  everything  but  gasoline. 


(An  owner  still  has  a  few  responsibilities,  after  all;  so  the 
some  inevitable  fine  print  about  negligence  and  acciden 

The  Audi  Advantage  also  offers  24-Hour  Roadside . 
tance.  A  full  decade  of  corrosion  protection.  And  welcor 
security  at  trade-in  time.  Thanks  to  a  Guaranteed  Resale 
Index  that  certifies  trade-in  value. 

It  is,  in  total,  a  better  way  to  own  a  car.  But  it  woul 
be  possible  had  not  Audi  created  a  better  car  to  own.  Tl 
new  100/200  Series.  This  is  no  mere  restyling.  This  is 
rethinking  from  the  inside  out.  The  result?  Over  1500 
design  improvements. 

The  permanent  all-wheel  drive  Quattro  system,  fo 
instance,  has  evolved  to  its  second  generation;  a  torque 
sensing  differential  provides  more  consistent  control,  e\ 
under  inconsistent  conditions.  The  powerful  four-whee 
disc  brakes  have  been  finessed  and  combined  with  ABS 
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\  )ck  Braking),  to  stop  with  quiet  authority.  And  for 
1]  IT  performance,  the  sophisticated  electronic  fuel  injec- 
(  been  retooled  and  recrafted. 
( itside,  the  Audi  shape,  already  an  aerodynamic 
■  ark,  is  an  even  sleeker  piece  of  efficient  elegance. 
.  ish  door  handles  and  new  aero  wheels. 

I  .ide,  intelligent  details  and  luxurious  touches  abound. 

I I  wood  defines  the  driver's  environment.  A  self- 
.(  ng  system  monitors  13 
i  functions.  An  anti-theft 
1  standard.  So  is  the 
N  There's  even  a  private 
:  )ne  jack  for  rear-seat 
i  ivs.  Everything  has 
tapted,  adjusted  and 


arranged  to  heighten  driver  control  and  reduce  driver  stress. 

This  is  luxury  based  on  logic.  And  only  the  driver's  seat 
can  do  it  true  justice.  So  arrange  for  a  test  drive. 

And  remember,  all  new  Audis,  from  the  80/90  Sports 
Sedans  to  the  dramatic  100/200  Series,  are  equipped  with  the 
Audi  Advantage. 

So  no  matter  which  Audi  you  choose,  you  can  be  certain 
of  two  things.  You  chose  a  better  car  to  own.  And  a  better 
way  to  own  a  car. 

'Your  dealer  will  proudly  share  the  details  oJAudii  new  car  and 
corrosion  perforation  limited  warranties,  and  the  other 
programs  listed  above.  Roadside  Assistance 
provided  b)!  U.SAC.  Motoring  Division,  Inc. 
Guaranteed  Resale  Index  excludes  leases. 
Certain  restrictions  apply.  Not  all  features 
described  are  included  on  every  model.  For  more 
information,  call  l-800-FOR-AUDl.  0 1988  Audi. 


AudiToday:TheNew  100/200  Series. 
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Simulated  TV  picti. 


>  HIT/,  CHI 


All  the  news  you  need  to  know. 

Great  new  things  are  happening  at  Hitachi 
I  All  around  the  world.  In  every  imaginable  fij 
j  For  example,  we're  making  greaj  strid|Sjr 
consumer  electronics.  Our  new  CT3185B  Big  Sere 
TV  will  simply  stun  your  senses  With  600  lines  IS 
horizontal  resolution.  Ah  S-VHS  input  Jack.  Intefllgi 
Ifemote  control.  And  digital  2TV  that ^wsyoq^ 

atch  twct  TV  channels  simultaneously^      

Our  new  VM-6ldQA  Super  VkiS  video  caqje 

s  also  maoe  a  lot  of  news  lately.  It^sophisticab 

S  Image  Selgsor  provideWazor-sharp 

Fifriely  detailed  tWures.  Remarkable  depth  cl^cj^ 

Arid  its  adjustable\iigh- speed  sn^ter  captures  i 

ve(V  fastest  aaion. 

The  world  has  (Some  to  expea  rliRw,  excitin 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Cracks  in  the 

Baker  Plan — for  the 

best  of  reasons 


WiU  the  World  Bank 
turn  a  blind  eye 
Argentina's  way? 


Now  others  are 

lining  up  for 

soft  handouts,  too 
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ARGENTINA:  A  CHALLENGE  TO  THE  BAKER  PLAN? 

The  Baker  Plan  tied  rewards  (debt  relief  or  new  money)  for  the 
indebted  Latin  countries  to  improved  economic  performance. 

Launched  in  1985  by  James  Baker  III,  then  Treasury  Secretary  and  now 
to  be  Secretary  of  State,  the  plan  turns  on  encouraging  developing 
countries  with  big  debt  loads  to  desocialize  and  free  up  their  econo- 
mies for  faster  and  healthier  growth.  Carrot  and  stick. 

It  worked  tolerably  well,  Mexico  in  particular  making  some  hard 
choices  to  free  its  economy  from  red  tape  and  statism.  But  Argentina 
may  prove  a  tough  test.  This  potentially  richest  of  all  Latin  countries  is 
an  economic  mess,  with  low  productivity  and  a  strangling  bureaucra- 
cy. Argentina  has  also  failed  to  curb  its  reactionary  unions. 

Desiring  to  put  off  a  Latin  American  debt  crisis  until  after  the  U.S. 
election,  Washington  looked  for  a  way  to  hand  over  financial  aid 
without  insisting  on  conditions.  (Another  fear  was  that  a  crisis  could 
lead  to  a  Peronist  win  in  Argentina's  election  next  May.) 

In  August,  with  Argentina  headed  for  hyperinflation  (then  at  a  350% 
annual  rate),  the  International  Monetary  Fund  refused  more  loans.  But 
the  World  Bank  came  through  with  $1.25  billion. 

World  Bank  officials  seethe  at  suggestions  they  acted  on  U.S. 
pressure.  The  loans,  the  bank  says,  depend  on  Argentina's  perfor- 
mance, but  it  has  done  little  to  justify  more  aid. 

The  loan  package  has  two  parts.  Uncontroversial  is  $525  million  in 
project  money  for  the  eight-year-late  Yacreta  dam  and  for  public 
housing.  Contentiously  controversial  is  $700  million  of  never-to-be- 
repaid  aid,  nominally  tied  to  macroeconomic  progress. 

The  first  $150  million,  tied  specifically  to  cuts  in  import  tariffs  and 
quotas,  was  made  available  in  November.  The  crucial  test  comes  at  the 
end  of  January,  when  another  $150  million  tied  to  trade  and  $200 
million  tied  to  banking  reform  are  due  to  be  handed  over,  with  the  final 
$200  million  of  the  banking  loan  to  follow  later. 

What  "progress"  has  the  Alfonsin  government  delivered?  Argen- 
tina's inflation  rate  is  "down" — to  a  mere  60% — but  mostly  as  a  result 
of  keeping  public  sector  prices  and  pay  artificially  low.  The  attempted 
military  coup  earlier  this  month  was  as  much  about  low  pay  for 
soldiers  as  about  politics.  Wage  troubles  are  brewing  in  the  postal 
service,  telephone  service,  railways  and  government  departments. 
Many  government  services,  including  telephones,  scarcely  function. 

The  message  that  the  U.S.  has  gone  soft  on  handouts  was  compounded 
when  the  U.S.  announced  a  $3.5  billion  bridge  loan  for  Mexico  during 
that  country's  election  season. 

Now  Brazil  and  countries  that  have  gained  little  from  the  Baker  Plan 
(Colombia,  Uruguay,  Ecuador  and  Venezuela)  have  their  hands  out, 
too.  They  want  help  without  having  to  deliver  difficult  reforms.  All 
quid,  no  quo,  but  the  Baker  Plan  depends  on  quid  pro  quo. 
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The  Forbes  Index 
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Staying  the  course.  The  revised  third-quarter  gross  nation- 
al product  indicates  that  the  economy  grew  at  a  2.6%  rate 
in  the  period.  This  momentum  is  Hkely  to  be  sustained  in 
the  last  quarter  of  1988.  The  near-final  Forbes  Index  for 
October  (only  consumer  installment  credit  has  yet  to  be 
reported)  shows  a  0.6%  gain  for  the  month,  the  strongest 
performance  since  last  June. 


In  October  personal  income  rose  1.5%,  the  best  gaii 
since  April.  The  Consumer  Price  Index  increased  0.3% 
while  the  services  component  rose  only  0.2%.  Manufac 
turers'  inventories  notched  up  0.8%,  to  a  record  $231 
billion,  but  that  was  less  than  the  gain  in  new  orders 
which  were  up  2.3%  from  their  revised  September  leve 
and  came  within  2.7%  of  their  June  peak. 


The  Forbes  Index  Components 


11 


The  Forbes  Index  is  a  measure  of  U  S  economic  activity 
composed  of  eight  equally  weighted  elements  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
pnces,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  huusmg  starts,  personal  income,  toul  consumei 
installment  credit 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  US  government  data  The  last  14  months'  dau 
for  each  series  are  presented  at  rignt 
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The  Power 


^^"'^^dBus.nessRev.ew 


Producrivity.  It's  become 
e  watchword  of  American 
isiness.  Enhanced  produc- 
ity  is  essential  for  survival 
today's  increasingly 
mpetitive  global  market. 

We  should  know. 
I  lie've  harnessed  the  power 

roductivity  for  thou- 
rids  of  clients  over  a  span 
42  years.  During  that 
ne  we've  found  that  one 

-  mensional  approaches 

-  ch  as  "MRP,"  "quality 
■cles,"  or  "Just-In.Time" 
;n't  enough.  Only  a  total 
proach  can  significantly 
prove  productivity  profit- 
ility  quality,  service  and 
mpetitiveness. 

It  is  for  that  reason  we 
far  beyond  just  matching 
es  and  volume  demand 
th  labor  needs. 
!^oudfoot  installation  will: 

•  educe  materials  and  cost 
-nhance  customer 

I  service 
mprove  quality  'control 


WjckhomSkWi" 


The  productivity 
paradox 


—         "Tl.e  very  way  ^f^f^f^d 

1><""''*push4eirgo<Jf"*er 
outofreoch.' 


-•>.lt.««h,^ 


•  provide  a  better 
working  environment 

•  improve  facility  layouts, 
material  handling,  and 
energy  consumption 

•  shrink  in-process/lead 
times 

•  lower  rework 

•  improve  communication 

•  improve  data  processing 
while  reducing  costs 

•  improve  sales  perform- 
ance 

A  Proudfoot  team  of 
professionals  will  focus  on 


a  client's  most  important 
resource:  people.  Working 
hand-in-hand  with  the 
client's  people,  we  will: 

•  improve  worker  skills 

•  provide  a  better  super- 
vised environment 

•  enable  both  management 
and  employees  to  be 
successful  in  their  work 

•  provide  managers  and 
supervisors  with  the 
training  and  tools  to  bet- 
ter manage  the  business 


Alexander  Proudfoot 

The  Power  of  Productivity. 

Founded  1946  Executive  ollices:  1700  Paim  Beach  Lakes  Boulevard.  West  Palm  Beach,  FL  33401 
Operating  in  [he  Unued  States.  Canada,  Mexico,  Brazil,  Great  Bntain,  France,  Federal  Republic  of  Gemiany. 
Italy,  Spam,  Portugal,  Sweden,  Denmark,  Ireland,  Luxembourg,  The  Netherlands,  Belgium,  Australia,  Hong 
Kong,  Malaysia.  Thailand,  Singapore,  and  soon  in  Taiwan.  In  Flonda  or  Canada,  call  407-697-9600 


This  total  approach 
enables  clients  to  not  only 
achieve  their  operational 
and  financial  objectives, 
but  provides  them  with  a 
critical  competitive  advan- 
tage as  weU.  As  a  result,  job 
security  for  the  majority  of 
the  client's  workforce  is 
assured.  That's  what  we 
mean  when  we  say,  "The 
Power  of  Productivity" 

If  you'd  like  to  hear 
what  we  can  do  for  you, 
call  or  write: 


800-843-4877 

And  we'll  send  you  our  brochure. 
Productivity:  Myths  and  Reality. 
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Company 
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Address 
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Phone  FBS12,26/88  I 

Alexander  Proudfoot.  Executive  offices:  i 

1700  Palm  Beach  Lakes  Boulevard,  ' 

West  Palm  Beach.  FL  33401  I 
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Forbes 


In  abandoning  a  bankrupt  socialism,  the 
Soviet  rulers  need  a  native  prophet  to  justi- 
fy new  policies.  They  have  found  him  in  the 
long-dead  Nikolai  Kondratieff 

Another  stake 

through  Stalin's 

heart 


Heimo  Aga/Oiniaa 


By  Peter  Fuhnnan 


NIKOLAI  DiMlTRIYEVICH  Kon- 
dratieff  is  respectable  again  in 
the  Soviet  Union.  Thanks  to 
perestroika,  the  reputation  of  the 
famed  originator  of  the  Kondratieff 
long-wave  theory  of  economics  has 
been  rehabilitated. 

Kondratieff  himself  died  in  prison 
in  1937  during  his  seventh  winter  in  a 
Siberian  gulag,  a  victim  of  Stalin's 
purges.  His  "crimes"  against  the  Sovi- 
et state  included  criticizing  Stalin's 
forced  collectivization  of  agricultural 
land  and  questioning  the  despot's  ob- 
session with  Five-Year  Plans. 

Kondratieff  was  a  scholarly  man.  In 
the  1920s,  while  serving  as  director  of 
a  Moscow  economics  institute,  Kon- 
dratieff looked  at  commodity  prices 
stretching  back  to  the  1700s.  The  pat- 
terns convinced  him  that  market 
economies  grow  unevenly,  with  very 
long  waves  of  explosive  growth  fol- 
lowed by  steep,  prolonged  downturns, 
followed  by  new  bursts  of  growth. 

By  this  theory,  which  has  many  ad- 
herents in  the  West,  each  turn  of  the 
wheel,  from  prosperity  to  adversity 
and  back,  lasts  about  50  or  60  years. 
Kondratieff  measured  three  long- 
wave cycles,  beginning  with  the  first 
go-go  years  of  thr  industrial  revolu- 
tion following  tl,!?  American  and 
French  revolutions  The  second  up- 
swing followed  in  I  >149,  the  third  in 
1896.  (For  more  on  K.  ndratieff  waves, 
see  "Echoes  from  a  Siberian  prison 
camp,"  Forbes,  Nov.  '>  /%'/  ) 

The  political  implications  of  Kon- 
dratieff s  writings  did  not  escape  the 
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Siholdi  I)  Kiinclniticff 

The  pereatroikanika'  new  friend. 

paranoid  Stalin.  If  you  took  Kondra- 
tieff seriously,  you  could  not  argue,  as 
Karl  Marx  and  communist  orthodoxy 
did,  that  the  collapse  of  capitalism 
was  inevitable.  The  inevitable  con- 
clusion from  Kondratieff's  theory  was 
that  cyclicality  was  inherent  in  eco- 
nomics and  would  not  be  banished  by 
communism.  The  worldwide  depres- 
sion of  the  1930s,  Kondratieff's  theory 
predicted,  would  be  a  prelude  to  a 
cyclical  economic  boom  in  the  capi- 
talist countries  during  the  1950s. 

Heresy!  Rank  and  treasonous  her- 
esy. Off  to  the  camps  with  him.  Sta- 
lin,  but   not   his   victim,   lived   long 


enough  to  see  the  capitalist  upswing 
that  began  in  1945.  His  successors  ' 
have  seen  that  and  the  utter  stagna-; 
tion  of  the  Soviet  economy.  Today  the 
Soviets  are  admitting  that  their  sys-h 
tem  is  near  total  failure  and  are  turn-  i 
ing  to  capitalism's  realm  for  help.        , 

Banned  since  1930,  Kondratieff's! 
writings  have  begun  to  circulate  free- 
ly again  in  the  Soviet  Union  since  this 
summer.  In  recent  weeks  the  Soviet 
government  has  published,  for  the 
first  time,  a  book  of  Kondratieff's  es 
says.  Kondratieff's  prison  writings  are 
being  sorted  through.  The  econo- 
mist's daughter,  Elena,  has  been  mak 
ing  public  appearances  in  Moscow. 

The  perestroikaniks  clustered  about 
Mikhail  Gorbachev  are  using  Kondra 
tieff  for  their  own  purposes.  The) 
publicize  Kondratieff's  criticism  o 
state  planning  in  agriculture  in  orde 
to  justify  their  own  loosening  of  stat( 
controls  there.  Kondratieff  showed  ii 
the  1920s  how  Stalin's  policies  wen 
pauperizing  farmers  by  driving  dowi 
agricultural  prices  while  raising  thi 
cost  of  goods  purchased  by  farmers 
With  Gorbachev's  political  caree 
probably  riding  on  getting  more  fooi 
onto  Soviet  tables,  unbanning  Kon 
dratieff  is  a  small  price  to  pay  fo 
another  break  with  Stalinism.  (Note 
however,  that  Aleksandr  Solzhenit 
syn's  works,  far  more  penetrating  i? 
their  critique  of  the  Soviet  system,  at 
still  banned.) 

In  rehabilitating  Nikolai  Kondra 
tieff,  the  Soviet  rulers  are  sending 
signal  to  their  people  and  to  the  bi 
reaucracies  to  change  their  economi 
thinking.    Andrey   Poletayev,    a  3( 
year-old    economist    at    the    Sovic 
Academy  of  Sciences,   is  playing 
leading  role  in  interpreting  and  di: 
seminating     Kondratieff's     writing 
Forbes  was  able  to  arrange  a  tel( 
phone  interview  with  Poletayev  in  h 
Moscow  office. 

"Marx'  theory  of  the  inevitable  di 
cline  of  capitalism  isn't  accepted  b 
any  of  the  influential  economists  i 
the  Soviet  Union  now,"  says  Pol 
tayev,   explaining  Kondratieff's  nei 
acceptability  and  popularity. 
■  Poletayev  goes  on:  "There  is  also 
transition  in  the  highest  levels  of  tl 
(Communist)  party  toward  acceptii , 
that  the  capitalist  economies  are  se)  i 
regulating,  not  self-destructive.  Y^' 
will  begin  to  see  a  change  in  (SoviU 
economic)  propaganda  over  the  ne 
few  years.  It  is  obvious  even  to 
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Foreign  investors  are  back  into  the  Tokyo 
market  in  force.  Interesting  timing.  Some 
local  investors  are  now  getting  out. 

The  gayin 
are  back 


By  Richard  Phalon 


Tl  HE  CLASSIC  WAY  for  outsidcrs  to 
get  whipsawed  in  the  uninhib- 
ited stock  markets  of  Asia  is  to 
underestimate  the  savvy  of  local  trad- 
ers. It  happened  early  last  year  when  a 
lot  of  foreign  money  pulled  out  of 
what  its  keepers  felt  was  a  terribly 
averpriced  market.  Instead  of  Tokyo's 
;ollapsing,  New  York  did,  and  Tokyo 
marched  on  to  a  dizzying  series  of 
lew  highs. 

The  Tokyo  Stock  Exchange  is  still 
rising,  this  time  helped  by  a  new  spate 


of  foreign  buying.  The  outsiders  are 
back  in  strength  for  the  first  time  in 
five  months  (see  chart). 

Among  the  buyers  are  U.S.  institu- 
tional investors  like  Merrill  Lynch 
Pacific  Fund,  Clemente  Global 
Growth  Fund  and  Fidelity  Overseas 
Fund.  They  are  getting  back  in  at  a 
time  when  two  major  segments  of  the 
locals,  individual  and  corporate  inves- 
tors, are  getting  out.  The  Tokyo  mar- 
ket sells  at  an  awesome  63  times  earn- 
ings— almost  5  times  the  New  York 
level — so  the  foreigners  flocking  in 
are  not  exactly  bargain  hunters.  Why, 


then,  are  they  buying?  Is  it  just  the 
latest  manifestation  of  the  herd  in- 
stinct? Could  be. 

Listen  to  Leopoldo  Clemente,  presi- 
dent of  Clemente  Global  Growth 
Fund  (assets,  $51  million):  "The  To- 
kyo market  is  outperforming  all  other 
markets.  The  yen  is  strong,  and  a  lot 
of  people  are  underweighted  in  Japan. 
Their  performance  has  been  lagging. 
What  we're  seeing  is  a  reaction." 

Clemente  himself  is  part  of  the  re- 
action. He  cut  his  Japanese  holdings, 
to  as  low  as  25%  of  assets  last  sum- 
mer, when  rising  interest  rates  and  a 
slowdown  in  the  economy  pushed  the 
market  into  a  long-threatened  selloff. 
Clemente's  Japanese  portfolio  is  now 
back  up  to  38%  of  assets,  and  is  likely 
to  continue  climbing.  "We  think  both 
the  yen  and  the  market  are  going 
higher  still,  even  with  intermediate 
corrections,  right  into  next  year," 
says  Clemente. 

It  is  a  trading  pattern — and  thesis — 
widely  shared  among  Clemente's  col- 
leagues. The  Japan  Fund,  for  example, 
went  into  cash  this  summer  but  is 
now  "much  more  aggressive."  "The 
caution  was  justified,"  says  the  fund's 
portfolio  manager,  Laura  Luckyn-Ma- 
lone.  "Visibility  on  the  future  was 
just  not  very  good,"  concurs  George 
Noble,  portfolio  manager  of  the  Fidel- 
ity Overseas  Fund. 

For  outside  investors,  a  duck  dive 
seemed  to  be  a  prudent  strategy  in  a 


Foreign  investments  (net)  in  Japanese  stocks  (trillion  yen)* 
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Foreign  investors,  after  sitting  out  a  selloff  in  Japa- 
nese stocks,  are  once  again  reaching  for  the  tail  of  a 
rampageous  bull  market.  Is  later  better  than  never? 
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market  that  rose  34%  from  January  to 
the  highs  of  early  August.  But  as  for- 
eigners sold  and  the  Tokyo  market 
slipped  about  5%,  Japanese  banks  and 
insurance  companies  began  snapping 
up  stocks  that  suddenly  looked  like 
bargains. 

The  local  advantage:  frequently  a 
much  clearer  insight  into  the  direc- 
tion of  government  monetary  policy. 

The  outsiders'  big  worry  was  that  a 
seemingly  overheated  economy 
would  bring  interest  rates  to  the  point 
where  the  potential  rewards  of  stick- 
ing with  stocks  would  get  totally  out 
of  plumb  with  the  risks.  This  is  what 
would  have  happened  in  the  U.S.  For- 
eign investors  assumed  that  some- 
thing like  it  would  occur  in  Japan.  It 
didn't. 

"Suddenly,"  says  Fidelity's  George 
Noble,  "it  all  changed."  What 
changed  it  was  a  crackdown  on  a  spec- 
ulative land  boom  (Forbes,  Nor.  14] 
and  a  slowing  of  the  economy  in  the 
last  several  months.  As  a  result  of 
these  twin  events,  interest  rates  have 
softened,  corporate  profits  have  gone 
up  and  the  yen  has  appreciated — an 
unalloyed  mix  that  has  translated 
into  yet  another  round  of  new  stock 
market  highs. 

The  underpinnmg  is  a  gain  in  do- 
mestic demand  and  consumer  spend- 
ing that  Japan's  bureaucrats  are  fight- 
ing hard  to  keep  under  control.  From 
the  portfolio  manager's  point  of  view, 
however,  this  makes  investment 
choices  fairly  obvious:  retailers,  pro- 
ducers of  consumer  electronics  and 
trading  companies  that  are  likely  to 
share  in  the  revamping  of  Japan's  con- 
voluted distribution  system.  Retail  is- 
sues, including  such  major  chains  as 
7-Eleven  and  Nichii  Co.,  Ltd.  for  ex- 
ample, at  1 7%  of  assets,  are  now  the 
single  biggest  category  in  the  Japan 
Fund's  portfolio. 

U.S.  managers  do  not  seem  particu- 
larly worried  about  signs  that  Japa- 
nese individual  investors  are  selling 
as  they  are  buying.  It  may  well  be  as 
the  managers  suggest:  Most  of  the 
selling  is  coming  out  of  lesser-quality 
stocks  that  have  not  fared  as  well  as 
top-tier  issues. 

But  there  are  tether  factors  to  keep  a 
weather  eye  on.  The  upcoming  spring 
wage  settlement b  may  be  ar.iong  the 
most  expensive  lapan  has  had  to  ab- 
sorb in  several  >\ars.  Protectionism 
abroad  is  also  a  growing  worry  for 
Japan,  as  is  increa;?ing  cor^.petition 
from  other  Asian  countries.  Playing 
for  a  big  drop  in  the  Tokyo  market  has 
been  a  fool's  game  for  a  long  time,  but 
one  day  it  will  happen. 

Nothing  goes  up  forever,  not  even 
Japanese  stocks.  ■ 
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Pan  Am  has  an  important  behind-the- 
scenes  ally  eager  to  keep  the  airline  going 
for  another  year. 

Airbus  to  the 


rescue 


By  Howard  Banks 


IN  A  BOOMING  YEAR  for  the  airline 
industry.  Pan  American's  results 
continue  dreary.  Its  $34  million 
operating  loss  in  this  year's  first  nine 
months  was,  for  example,  a  bit  higher 
than  in  the  same  1987  period.  And 
even  though  its  unions  seem  to  be 
moving  toward  cost  reductions 
through  work  rule  changes  and  some 
wage  cuts.  Pan  Am  remains  needy  and 
cash-short. 

Airbus  Industrie,  a  not  so  disinter- 
ested bystander,  looks  about  to 
change  that.  The  European  plane- 
maker  wants  to  let  Pan  Am  Corp.  out 
of  its  contract  for  50  Airbus  A320s 
and  give  the  airline  a  life-extending 
injection  of  at  least  $115  million. 


In  1985,  to  much  fanfare.  Pan  Art 
signed  16  firm  orders  for  Airbus'  160 
seat  A320,  at  a  cost  of  $400  million, 
plus  options  on  another  34.  Nobod) 
knew  then  how  Pan  Am  would  afforc 
them.  It  couldn't. 

Now  the  idea  is  to  take  the  plane; 
off  Pan  Am's  hands,  return  its  dovsri 
payments,  release  some  secured  as 
sets  that  are  backing  preliminar 
notes  on  the  deal  and,  as  a  kickei 
generously  write  up  the  value  of  th< 
planes  to  reflect  today's  market 
(Planemakers,  like  Airbus,  invariabl 
offer  special,  low-priced  deals  to  earl' 
customers  for  a  new  aircraft.  But  witl 
the  market  booming,  the  planes  no\ 
sell  at  full  price — another  $3  millioi 
to  $4  million  apiece  in  this  instance 

A  key  part  of  this  proposal  is  tha 


l^^KPMV 


Airbus  Indidstrie's  older  A300  model 

The  t€uc  break  holds  only  if  Pan  Am  is  atUl  operating  in  Jtuiuary  1990. 
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the  contract  be  kept  whole,  a  take- 
back  of  all  50  planes,  so  as  to  preserve 
the  Investment  Tax  Credits  the  deal 
cunently  enjoys,  worth  about  $40 
million  on  the  first  16  A320s  alone. 
Airbus  proposes  to  take  all  50,  and 
then  to  share  them  with  an  Irish  leas- 
ing company,  GPA  Group,  with  Air- 
bus taking  ultimate  responsibility  for 
28  planes  and  GPA  for  22.  The  planes 
would  then  be  leased  to  Braniff,  which 
needs  them  to  develop  its  newly 
adopted  Kansas  City  hub. 

The  deal  will,  on  its  face,  cost  Air- 
bus money,  but  altruism  it  is  not. 
Already  holding  some  $1  billion  in 
notes  from  Pan  Am  on  A300  and  A3 1 0 
aircraft  operated  under  cheap  leases. 


the  planemaker  didn't  want  to  add 
another  $400  million  in  Pan  Am  notes 
when  deliveries  on  the  initial  16 
A320s  begin  next  summer.  Airbus  is 
also  twisting  the  arm  of  the  engine- 
maker,  the  international  consortium 
lAE,  to  pick  up  part  of  the  tab. 

There's  another  twist.  The  earlier 
arrangement  on  the  A300s  and  A3 10s 
is  based  on  tax  provisions  that  benefit 
Airbus,  but  these  hold  only  if  Pan  Am 
remains  an  operating  entity  until  Jan- 
uary 1990.  The  $115  million  injection 
should  ensure  this  without  Pan  Am's 
having  to  sell  any  of  its  international 
route  rights — to  the  Caribbean,  say,  or 
across  the  North  Atlantic.  Thomas 
Plaskett,  chairman  and  chief  execu- 


tive officer  since  January  1988,  has 
told  the  unions  that  in  return  for  cost- 
cutting  he  will  try  to  avoid  selling 
these,  the  airline's  final  jewels. 

Pan  Am,  despite  its  woes,  is  proving 
a  bit  reluctant  to  give  up  all  those 
A320s.  It  believes  it  may  need  at  least 
some  new  planes  to  feed  more  domes- 
tic travelers  into  its  international 
routes.  One  solution?  A  possible  swap 
for  up  to  18  smaller  Fokker  F-lOO  jets 
that  Braniff  had  agreed  to  lease 
through  the  GPA  Group. 

It's  another  small  complication  in 
an  already  complex  deal.  But  after  the 
parties  had  burned  much  midnight 
oil,  as  this  went  to  press  the  deal 
looked  to  have  been  completed.  ■ 


Patten  Corp.  buys  rural  land  wholesale 
and  sells  it  retail,  often  to  second-home 
buyers.  But  what  good  is  a  lot  without 
water,  septic  facilities  or  electricity? 


Suckering  the 
city  bumpkins 


By  Gretchen  Mo^nstm 

ATTEN  Corp.,  a  $116  million 
(revenues)  Stamford,  Vt.  com- 
pany, calls  itself  the  nation's  larg- 
est retailer  of  raw  land.  It  may  well  be. 
Patten  buys  big  parcels  from  farmers 
and  others  and  resells  it  in  smaller 
lots  to  well-heeled  big-city  strivers 
looking  for  weekend  retreats.  Patten 
was  a  hot  stock  a  couple  of  years  back, 
zooming  from  around  $3  to  nearly  $19 
in  early  1987.  With  the  exception  of 
in  earlier  story  in  Forbes  (Jan.  12, 
''^S7),  favorable  publicity  was  all 
Chairman  Harry  Patten  got. 

Today  Patten  Corp.  is  in  trouble.  Its 

itock  is  around  3y4.  Attorneys  general 

'J\  five  states — Maine,  Massachusetts, 

New  York,  New  Hampshire  and  Ver- 

aiont — are     investigating     the     Big 

Board-listed    company's    advertising 

ind  sales  practices  for  violations  of 

;onsumer  protection  statutes. 

I    Patten  declined  our  request  for  a 

Id  'telephone   interview.   But   in   docu- 

^  luents  recently  filed  with  the  Securi- 


ties &.  Exchange  Commission  in  con- 
nection with  a  $50  million  ten-year 
note  offering,  the  company  states  that 
"a  limited  number  of  lots"  worth 
some  $2.4  million  "may  have  been 
sold"  without  meeting  "technical 
statutory  exemption  requirements." 
That  boilerplate  probably  refers  to 
regulations  on  subdivision  enforced 
by  the  U.S.  Department  of  Housing 
and  Urban  Development.  Patten  says 
it  will  rescind  such  sales  and  buy  back 
the  properties. 

If  that  were  the  end  of  the  matter, 
Patten  would  have  no  great  problem. 
For  a  company  that  earned  $15  mil- 
lion last  year,  $2.4  million  is  no  crisis. 
In  fact,  it's  just  1%  of  the  dollar 
amount  of  property  Patten  has  sold  in 
the  past  four  years. 

But  that  may  not  be  the  end  of  the 
matter.  The  $2.4  million  figure  is  Pat- 
ten's estimate;  it  may  be  way  too  low. 
A  lot  of  people  think  it  is.  The  doubt- 
ers include  members  of  local  govern- 
ments in  the  Northeast,  real  estate 
appraisers,  surveyors,  attorneys,  bank 


advisers,  neighboring  landowners  and 
preservationists. 

Forbes  thinks  Patten's  estimate  of 
its  liabilities  is  too  low  because  of  the 
number  of  buyer  complaints  coming 
to  light.  Some  question  Patten's  land 
surveys;  others  allege  that  subdivi- 
sion or  zoning  regulations  weren't 
met.  Most  of  the  complaints  have  sur- 
faced in  the  northeastern  states  where 
the  company  has  done  business  the 
longest.  Very,  very  quietly.  Patten  is 
buying  back  property  in  numerous 
areas,  either  because  lots  didn't  meet 
regulations  or  because  buyers  became 
unhappy  when  they  couldn't  use  their 
property  as  planned. 

Consider,  for  example.  Mount  An- 
thony in  Bermington,  Vt.  In  1981  Pat- 
ten bought  the  entire  1,300-acre 
mountain,  quickly  divided  it  up  into 
some  42  "spaghetti"  lots,  so-called 
because  of  their  undesirable  configu- 
rations, and  started  flogging  them  to 
interested  buyers  the  following  July. 
By  autumn  1982  almost  all  the  lots 
had  been  sold  for  what  sources  believe 
to  be  Patten's  customary  100% -plus 
profit.  Soon  enough,  though.  Patten 
had  unhappy  buyers  on  its  hands. 

"Some  folks  who  bought  on  Mount 
Anthony  were  told  they  could  build  a 
second  home  on  the  property,"  says 
Walter  (Hank)  Moses,  vice  president 
of  the  Mount  Anthony  Preservation 
Society.  Apparently,  eager  Patten 
salesmen  didn't  tell  customers  they 
couldn't  drill  for  water  and  no  septic 
tanks  are  allowed.  Who  wants  a  house 
without  water  or  sewage  facilities? 

Since  many  Patten  buyers  are  city 
bumpkins,  they  don't  know  enough 
to  ask  questions  about  water  and  sew- 
age and  electricity  and  building  codes. 
If  they  don't  ask,  all  the  better.  Says  a 
former  Patten  salesman  who  under- 
standably wants  anonymity:  "Unless 
you  were  asked  specifically  about 
power,  you  didn't  mention  it."  So  a 


i. 
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Michael  Carroll 


Huny  I'ciltcn.  clxitnmin  of  /'attefi  Cotp 

The  land-sales /ormula  may  have  hit  a  brick  wall. 


customer  might  buy  a  lot  for  $15,000, 
only  to  discover  that  it  would  cost 
$20,000  to  brmg  utilities  in. 

Patten  agreed  to  buy  back  some  of 
the  Mount  Anthony  lots,  but  only 
under  threat  of  lawsuit  and  after  six 
years  had  passed.  The  buyers  had  dis- 
covered that  their  land  was  usable 
only  as  campsites. 

Is  Mount  Anthony  an  isolated  case? 
No,  unfortunately.  In  September  a 
Patten  salesman  telephoned  John 
Ryan,  president  of  Lee  &.  Mason  Inter- 
national, a  financial  guarantor  in 
Northville,  N.Y.,  and  began  peddling 
some  land  for  commercial  develop- 
ment. "They  called  me  with  some 
beautiful  lakefront  property  in  the 
Adirondacks  .  .  .  and  told  me  I  could 
build  on  it,"  says  Rvan.  As  it  turned 
out,  they  were  pitcl  ing  Ryan  a  piece 
of  land  not  zoned  for  commercial  use. 

One  of  Harry  Patten's  first  subdivi- 
sion projects  was  called  Alpenwald. 
He  bo'ight  and  marketed  several  hun- 
dred .r:res  close  to  a  ski  area  near 
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Stamford,  Vt.  in  the  late  Sixties.  After 
buying,  the  owners  learned  that  they 
would  have  to  pay  to  maintain  the 
development's  roads  themselves.  Alp- 
enwald, not  surprisingly,  has  had  its 
share  of  foreclosures  and  tax  sales. 

Then  there's  the  trouble  in  Halifax, 
Vt.  A  landowner  there  alleges  that 
Patten  Corp.  sold  some  of  his  property 
out  from  under  him,  based  on  inaccu- 
rate land  surveys  commissioned  by 
Patten.  Nor  is  this  an  isolated  allega- 
tion. Hurrying  to  flip  land.  Patten 
puts  only  the  minimum  into  surveys 
and  improvements.  Sometimes  Pat- 
ten doesn't  do  surveys  at  all;  an  attor- 
ney for  the  company  once  told  a  meet- 
ing of  the  Bennington  planning  com- 
mission that  Patten  wouldn't  survey  a 
property  because  it  would  be  too  ex- 
pensive. Good  surveys  are  costly:  Pat- 
ten would  have  had  to  pay  at  least 
$20,000  to  survey  the  strip  lots  on 
Mount  Anthony  properly,  locals  say. 

Other  questions  with  serious  rami- 
fications for  Patten  Corp.:  If  it  has 


sold  land  improperly  and  is  asked  to 
rescind  millions  of  dollars  in  sales, 
will  the  company  be  able  to  resell  the 
land  it  buys  back?  Patten  believes  it 
can,  but  there  are  no  guarantees. 

Nor  are  there  guarantees  for  a  lot  of 
people  who  bought  Patten  paper. 
Typical  for  a  company  of  its  kind. 
Patten  finances  for  its  customers  the 
bulk  of  their  purchases — up  to  90%. 
As  of  April  1988  Patten  was  carrying 
$30  million  in  mortgage  receivables 
on  its  books.  But  it  sometimes  sells 
these  receivables.  In  recent  years  the 
company  has  sold  at  least  $50  million 
worth  to  banks,  like  the  Bank  of  New 
England  and  Bank  of  Scotland,  and  to 
other  financial  institutions,  such  as 
GE  Capital,  Greyhound  Financial 
Corp.  and  Merrill  Lynch.  Some  were 
sold  with  recourse,  others  without 
Institutions  holding  nonrecourse  pa 
per  may  be  left  holding  the  bag. 

Is  Patten  pulling  in  his  horns?  No 
but  he's  taking  Horace  Greeley's  ad 
vice.  He's  moving  west,  into  Ohio 
Illinois,  Texas,  Montana  and  Wash' 
ington.  Says  John  Bailey,  owner  of  ; 
fly-fishing  operation  in  Livingston 
Mont.:  "Patten's  trying  to  sell  th 
beauty  of  Montana  and  in  the  proces: 
ruining  it."  William  Dunham,  devel 
opment  director  of  the  Montana  Lane 
Reliance,  a  preservation  trust,  says 
"Patten's  type  of  subdivision  is  a  pri 
mary  threat  to  our  environment' 
long-term  health." 

New  York  State  is  reportedly  con 
sidering  slapping  a  monster  capita 
gains  tax  on  sellers  of  land  held  foj 
only  a  short  time.  Vermont  has  a; 
ready  done  this.  Such  taxes  cram 
Patten's  quick-in,  quick-out  style. 

Patten's  troubles  mount.  Just  afttj 
the  states'  investigation  becami 
known,  two  top  executives  resigne 
and  two  went  on  leave.  Patten  sa> 
their  departures  were  not  linked  t 
the  investigation.  Furthermore,  th 
company's  recent  debt  filing  reveal 
that  it  may  eat  a  loss  of  up  to  $lj 
million  in  an  unidentified  resort  prop 
erty  that  went  awry. 

Meanwhile,  the  debt  sale  is  not  gi 
ing  well.  Drexel  Bumham  has  bee 
trying  to  raise  $50  million  in  shor 
term  notes  for  the  company  since  Se 
tember.  A  coast-to-coast  road  show  : 
sell  the  offering  was  planned,  but  \ 
early  December  the  deal  had  been  ci 
to  $25  million  and  the  road  sho 
seems  to  have  been  yanked.  Ku 
Feuerman,  the  Drexel  analyst  wl 
has  recommended  Patten  since 
came  public  in  1985,  stopped  follo\ 
ing  it  four  months  ago.  "I  no  long 
follow  the  real  estate  group,"  he  sa> 
Isn't  that  just  like  Wall  Street:  to  lo 
'em  at  19  and  leave  'em  at  4?  ■ 
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What  happens  when  mutual  thrifts  convert 
to  stock  ownership?  All  too  often,  the  share- 
holders end  up  taking  a  bath. 

Beware  of  bankers 
bearing  shares 


By  Hatthew  Schif  rin 


IN  THE  LAST  FIVE  YEARS  at  leaSt  350 
mutual  savings  banks  have  been 
converted  to  stock  ov^nership.  In 
~  the  conversions,  sizable  chunks  of  the 
resulting  shares  have  usually  wound 
up  in  the  hands  of  the  banks'  own 
depositors,  who  must  have  felt  they 
were  getting  in  on  the  ground  floor  of 
a  good  thing.  Now  more  than  a  third 
,  of  these  stocks  are  trading  below  their 
initial  offering  price  (see  table,  p.  43) 
In  Little  Rock,  Ark.,  $1.6  billion 


(assets)  First  Federal  Savings  went 
public  at  $10  a  share  in  April  1986. 
Two  years  later,  it  is  insolvent.  Two 
Buffalo,  N.Y.  thrifts— $11  billion  Em- 
pire of  America  and  $15  billion  Gol- 
dome — showed  profits  when  they 
went  public  in  1986  and  1987  respec- 
tively, but  were  in  fact  already  eco- 
nomically insolvent.  Their  shares 
now  trade  at  less  than  40%  of  the 
initial  offering  prices.  The  stocks  of 
Colorado's  AmFed  Financial  (assets, 
$850  million)  and  Florida's  Royal 
Palm  Savings  (assets,  $1  billion)  also 


looked  healthy  when  they  converted 
to  stock  ownership;  today  their  shares 
trade  at  around  10%  of  the  initial  of- 
fering price. 

New  York's  Anchor  Savings  Bank  is 
the  20th-largest  thrift  in  the  U.S., 
with  $8  billion  in  assets  on  its  books. 
In  mid-November  New  York's  Ensign 
Bank,  a  thrift  owned  by  Ted  Arison, 
chairman  of  Carnival  Cruise  Lines, 
and  one-fourth  Anchor's  size,  offered 
to  buy  Anchor  for  $170  million  in 
cash,  or  $9.75  a  share — double  the 
market  price.  But  that  was  15%  below 
what  investors  paid  for  Anchor's 
stock  only  18  months  ago. 

By  the  time  Anchor  went  public  in 
April  1987  at  $11.50  a  share  it  had 
already  bought  more  than  a  dozen  ail- 
ing thrifts  and  had  127  branches  in 
four  states,  as  well  as  mortgage  and 
consumer  loan  offices  from  California 
to  Florida.  It  went  public  by  offering 
17.6  million  shares  to  its  own  deposi- 
tors, who  bought  the  entire  offering, 
often  directly  from  salespeople  who 
set  up  desks  in  Anchor  branches  to 
catch  the  walk-in  trade.  The  pitch? 
Why  be  a  mere  depositor  when  you 
can  be  an  actual  owner? 

"I  just  filled  out  a  form  and  Anchor 
withdrew  the  funds  from  my  savings 
account,"  reports  Stewart  Lilker,  42,  a 
Freeport,  N.Y.  businessman  who 
wound  up  emptying  his  savings  ac- 


I 

I 


\>ichor  Savings'  Anchor  Bcmkers.  Chairman  Donald  Thomas  and  his  wife,  Barbara 
Within  14  months  of  going  public,  net  income  had  dropped  90%. 
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VltohThis  Show  And     j 

Youll'Ihink'Mce  About  Gettinc 

Dressed  Inlhe  Morning.  ) 

Every  day  we  make  statements  with  what  we  wear.  And  sometimes,  without  even  knowing  it. 

We  say  everything  from  "I'm  sophisticated"  with  the  right  style  dress,  to  "I  cant  be  trusted"  with  the 
wrong  color  tie. 

On  I  he  next  episode  of  Smithsonian  World,  you'll  get  a  colorful  look  at  the  fashion  world.  From  the 
cultural  sicjnificance  of  the  clothes  of  yesterday,  to  the  commercial  significance  of  the  clothes  of  today  And 
you'll  leari ,  how  the  clothes  we  wear  serve  as  costumes  for  the  various  roles  we  play 

Watct  The  Way  We  Wear."  proudly  brought  to  you  by  Southwestern  Bell.  In  most  areas,  it'll  be  broadcast 
December  Joih  at  8pm.  Check  your  local  listings. 

And  ne.x  :ime  you're  getting  dressed,  take  a  second.  And  think  about  what  you're  saying. 


The  Way\\feWear"on  SMITHSONIAN  WORLD. 


Southwestern  Bell 
Corporation 


A  co-projui , ,  ■   .  .\  ElA/'\\ashington.  DC.  and  the  Smithsonian  Institution.  Funding  provided  by  Southwestern  Bell  Corporation  and  a  grant  from  the  James  S.  McDonnell  Foundaiio  j 


Dressed  up  to 

go  nowhere 

These  stocks,  in  order  of  percentage  decline  in  value,  are  down 
50%  but  showed  great  earnings  just  before  going  public. 

more  than 

Total  assets 
Institution  (state)                                     (mil) 

IPO 

date 

Offer 
price 

Recent 
price 

First  Federal  Savings  ( AR)                     $1,619 

Apr  86 

$10.00 

$0.44 

AmFed  Financial  (CO)                              828 

Dec  80 

11.00 

0.50 

Royal  Palm  Savings  (FL)                           55 1 

Feb  84 

6.67 

0.56 

Great  Southern  FSB  (GA)                         997 

Mar  84 

9.50 

1.13 

First  Service  Bank  (MA)                             895 

Aug  86 

7.50 

1.50 

First  Capitol  Financial  (CO)                    1 ,304 

May  84 

7.75 

2.13 

Empire  of  America  (NY)                       10,690 

Nov  86 

5.63 

1.63 

Home  Unity  Savings  (PA)                      1,082 

Nov  86 

7.73 

2.25 

Goldome  FSB  (NY)                               15,135 

fuly  87 

7.00 

2.38 

Meritor  Financial  (PA)                         1 7,479 

Sept  83 

11.25 

4.38 

Anchor  Savings  (NY)                             7,946 

Apr  87 

11.50 

7.25* 

•12-month  low  =  $3. 88 

Source:  S.VL  Securities.  Hofxikcn.  .Y/ 

.ount  of  $34,500  to  buy  3,000  Anchor 
hares. 

Anchor's  promotions  included 
naiUngs,  television  commercials  and 
lotel  seminars.  A  prospectus  was  dis- 
ributed  that  reported  that  Anchor 
v^ent  from  a  $52  million  loss  in  1985 
0  a  $41  million  profit  in  fiscal  1986. 
'lUt  the  prospectus  also  showed  that, 


Arison  has  now  surfaced  with  his 
$9.75-a-share  takeover  offer,  and 
considering  the  losses  they've  al- 
ready sustained,  shareholders  are  al- 
most   certain    to    approve    the    deal 


when  they  vote  on  it  at  a  special 
meeting  set  for  next  spring.  Chair- 
man Thomas  will,  of  course,  be  out 
of  a  job,  but  he  won't  be  out  of  luck. 
There's  a  $310,000  annual  pension 
for  his  remaining  years,  a  $2.25  mil- 
lion golden  parachute,  as  well  as  a 
gain  in  Anchor  stock  worth  some 
$700,000. 

Who  else  benefits  from  such  she- 
nanigans? The  U.S.  government,  more 
specifically  the  Federal  Savings  & 
Loan  Insurance  Corp.  Anchor  had  a 
$150  million  deficit  in  tangible  net 
worth  when  it  went  public,  because  it 
had  acquired  dead  S&Ls  from  FSLIC 
and  picked  up  over  $500  million  in 
goodwill.  When  Anchor  raised  $200 
million  by  selling  stock  to  its  deposi- 
tors, the  FSLIC  got  $200  million  of 
protection  for  its  insurance  fund.  The 
moral  of  the  Anchor  mess:  Beware  of 
thrift  institutions  going  public  after 
dramatic  earnings  improvements,  es- 
pecially if  there  is  a  lot  of  goodwill  on 
the  books.  Your  investment  may  bene- 
fit federal  regulators  more  than  your 
own  portfolio.  ■ 


Texans  are  known  as  high  rollers.  But 

a  preparation  for  going  public.  An-  fjere's Duncan,  Cook,  a  Houston  lever aQed 

hor  had  sold  off  some  of  its  best  r  i  i 

ortfoiio  assets,  creating  large  one-  ouyout  jirm  that  ploys  a  cautlous  game — 

and  does  very  well  at  it. 


ime  earnings  gains. 

There  was  also  a  one-time  earnings 
ain  resulting  from  an  agreement  by 
bic  Federal  Savings  &  Loan  Insurance 
;orp.  to  write  off  $32  million  in  debts 
wed  to  it  by  Anchor.  All  this  suggest- 
|d  to  potential  investors  that  at 
11. 50  a  share.  Anchor's  stock  would 
e  selling  at  a  dirt-cheap  4.75  times 
urrent  earnings. 

For  icing  on  the  cake,  the  prospec- 
is  even  claimed  a  $370  million  posi- 
ve  net  worth  for  the  bank.  In  fact, 
le  bank  had  over  $500  million  in 
3odwill  already  on  its  books  from  the 
urchase  of  troubled  lenders  and  in 
:ality  had  a  negative  net  worth  of  at 
•ast  $150  million. 

Within  14  months  of  Anchor's  go- 
ig  public,  net  income  had  dropped 
v^er  90%,  to  $6.7  milhon.  The  bank, 
aving  already  sold  off  many  of  its 

loicest  assets  to  dress  itself  up  for 

le  public  offering,  saw  its  return  on 

■sets  vanish. 

Who's  responsible  for  this  thor- 
;ighgoing  mess?  Chairman  Donald 
jhomas,  71,  presides  over  a  12-person 

)ard  of  directors  that  includes  a  psy- 
•uatrist,    an    anesthesiologist,    the 

vner  of  a  Bronx  moving  company, 

id  a  television  actor,  Robert  Kee- 

lan,  known  to  a  whole  generation  of 

ds  as  Captain  Kangaroo. 


Cautious  player 
in  a  wild  game 


By  John  H.  Tajior 
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XECUTivES  OF  Brookstone  Co., 
the  specialty  tool  and  gadget 
retailer,  panicked  when  they 
learned  that  parent  Quaker  Oats  Co. 
was  putting  the  company  on  the  block 
in  1986.  Brookstone  is  headquartered 
in  the  tiny  hamlet  of  Peterborough, 
N.H.,  where  it  is  the  second-largest 
employer.  Suppose  the  buyer  decided 
to  move  the  business.  What  would 
happen  to  Peterborough?  To  them? 

Enter  Houston's  Duncan,  Cook  &. 
Co.  Founded  in  1984  by  former  U.S. 
Energy  Secretary  Charles  W.  Duncan 
Jr.,  his  brother  John  and  former  Rotan 
Mosle  senior  vice  president  Stephen 


Cook,  the  leveraged  buyout  firm  was 
immediately  attracted  to  Brookstone. 
It  met  all  of  Duncan,  Cook's  invest- 
ment criteria:  It  had  a  solid  market 
niche  selling  hard-to-find  tools  and 
gadgets;  it  was  growing  steadily;  it 
had  proven  management;  and  it  could 
be  had  at  an  attractive  price — only  six 
times  cash  flow. 

In  late  1986  Duncan,  Cook  beat  out 
nine  other  bidders  for  Brookstone  in  a 
$60  million  leveraged  buyout.  Two 
years  later  everyone  connected  with 
the  deal  is  delighted.  The  company  is 
still  in  Peterborough.  Its  top  manag- 
ers— all  of  whom  remained — now 
own  about  15%  of  the  company. 
Brookstone  has  opened  23  new  stores. 
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.  ..^Ja  dealer  lof  iioited-wafranty  details  Ol986Ma;daMotorot  America.  Inc 

Impressive  though  they  are, 
performance  figures 
like  0  to  60  if  6.7 
seconds,  or  a  rack- 
tested  top  speed  of 
i40  mph  are  net  what  make 
the  RX-7  Turbo  the  world's  fastest 
moving  sports  car  Because  what  is 
perhaps  even  more  impressive  is  the  fact  that 


the  Mazda  RX-7  is  the 
selling  sports  car  in  the' 
And  the  RX-7  Turj 
defines  the  reasons 
Consider  its  extraor 
nary  racing  heritage: 
1979  the  RX-7  has  won  eil 
-  .  ^^  straight  IMSA  GTU  season  chail 
dS   ships.  And  accumulated  the  most 


Dstrcl 


i 


of  any  single  model  in  IMSA  history. 

.onsider  the  Mazda  RX-7's  powerful  and 
i(  16  turbocharged,  intercooled,  fuel-injected, 
~  engine  that  produces  182-horsepower 
^  16  smoothest  flow  of  power  in  the  world. 

^11  as  its  performance-tuned  suspension 
-  gid  semi-monocoque  body 

'.onsider  its  "bumper-tCHbumper"  36-month 
5  000-mile  warranty*— the  best  in  its  class. 


Then  consider  calling  this  toll-free  number: 
800-424-0202  ext.  732  for  more  information 
about  the  Mazda  RX-7  Turbo. 

Because  if  you  want  to  get  behind  the 
wheel  of  the  world's  fastest  moving  sports  car, 
youd  better  do  some  moving  of  your  own. 

Mazda  RX71Liibo 

Ultra-high  performance.  The  Mazda  Way. 
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and  sales  are  up  33%. 

In  today's  rapacious 
LBO  environment,  Dun- 
can, Cook  is  the  quiet 
man  on  the  block.  It  has 
repeatedly  rejected  re- 
quests to  manage  buyout 
funds,  opting  instead  to 
invest  its  ov^n  money  and 
that  of  its  prmcipals.  It 
generally  refuses  to  sell 
off  assets  to  service  debt. 
And  It  doesn't  reach  too 
hard  on  price. 

From  their  headquar- 
ters in  Houston's  Repub- 
licBank  Center,  Duncan, 
Cook  principals  study  30 
deals  a  month.  They  do  3  a 
year.  Typically  Duncan, 
Cook  acts  as  lead  inves- 
tor, then  lines  up  other  in- 
vestors, often  including 
the  primary  lender.  In- 
vestment partners  include 
Bankers  Trust,  American 
General  Corp.,  Salomon 
Brothers,  the  Sterling 
Group  and  Greylock  Man- 
agement Corp. 

Charles  Duncan,  the 
LBO  firm's  62-ycar-old 
chairman  and  a  onetime 
Coca-Cola  president,  says 
Duncan,  Cook  refuses  to 
be  carried  away  by  the  fre- 
netic activity  in  the  LBO 
business  today.  It  will  do 
only  friendly  deals  and  in- 
sists that  management  in- 
vest some  of  Its  own  money.  Once  in 
control,  Duncan,  Cook  allows  man- 
agement to  run  the  company,  while  it 
provides  financial  advice  and  analyzes 
corporate  strategy. 

Duncan,  Cook's  forte  is  investing 
in  promising  companies  off  the  beat- 
en track:  Starcraft  Corp.,  a  manufac- 
turer and  distributor  of  customized 
automotive  vans  in  Topcka,  Ind., 
Presto  Industries,  which  makes  plas- 
tic garbage  bags  in  Appleton,  Wis.; 
Farm  ik  Home  Savings,  an  S&L  in 
Nevada,  Mo.;  and  Brookstone.  But  it 
has  also  done  well  picking  up  assets 
with  overlooked  potential  that  other 
leveraged  buyout  firms  are  discarding. 
It  bought  Starcratt  from  Forstmann, 
Little  &>  Co.,  fui  example,  and  100 
Safeway  food  stores  from  Kohlberg 
Kravis  Roberts  &.  (  v  Earlier  this  year 
It  purchased  a  lai;m.  dairy  operation 
trom  Southland  Corp.  after  the  com- 
■  vrnt  through  a  managemcnt-lcd 
J  buyout. 

I  ancan,  Cook  now  h.is  eight  com- 
paiucs  in  us  portfolio  with  combined 
sales  of  more  than  $2  billion.  None  is 
having   trouble   servicing  debt,    and 


loioukrs  (./kii!c.\  W   I  iiiiKan  h  .  John  DitHuin  unci  Stephen  Cuoh 
BuyUig  companies  to  build,  not  to  sell. 


most  are  ahead  of  cash  flow  projec- 
tions. And  when  Duncan,  Cook  has 
sold  one  of  its  portfolio  companies, 
investors  have  cleaned  up.  When 
Presto  was  sold  this  summer,  for  ex- 
ample, investors  quadrupled  their 
money  in  little  more  than  two  years. 
They  tripled  their  money  in  one  year 
when  Duncan,  Cook  sold  Computer- 
Craft,  a  small  Houston  computer  re- 
tailer, to  Busincssland.  Both  sales 
were  unsolicited. 

Duncan,  Cook  partners  treat  com- 
panies as  companies,  not  as  an  assort- 
ment of  assets  with  employees  as  dis- 
posable components.  Listen  to  Don 
Cuzzocrea,  chairman  of  Starcraft, 
which  Duncan,  Cook  bought  in  July 
1987.  "When  Duncan,  Cook  began 
looking  at  Starcraft,  14  other  LBO 
firms  were  bidding,"  Cuzzocrea  re- 
calls. "It  was  the  only  one  who 
seemed  to  care  about  our  products  and 
our  people."  Less  than  18  months  af- 
ter the  buyout,  Starcraft  has  already 
repaid  more  than  50%  of  its  debt  and 
is  looking  to  expand. 

"What  I  really  like  about  Duncan, 
Cook  IS  that  they  are  willing  to  work 


with  a  deal  after  it  clos- 
es," says  Frank  Hevrdejs 
of  the  Sterling  Group, 
which  participated  earlier 
this  year  in  a  $  1 74  million 
buyout  of  the  100  Safeway 
Supermarkets  in  Texas 
from  KKR. 

As  soon  as  that  deal  was 
completed,  Duncan,  Cook 
reopened  two  stores  that 
KKR  had  shut  down.  The 
stores  were  losing  money 
under  KKR  because  the 
leases  were  exorbitant. 
The  new  managers  got  the 
leases  cut  in  half  and  the 
stores  immediately 

turned  profitable.  "That's 
what  happens  when  you 
are  concentrating  on  run- 
ning your  stores  rather 
than  trying  to  sell  1,800  of 
them,"  Hevrdejs  says. 

Duncan,  Cook  is  divid- 
ed between  the  older  prin- 
cipals, who  have  a  lot  of 
experience  running  com- 
panies, and  the  younger 
ones,  who  know  how  to 
buy  and  sell  them. 
Charles  Duncan  ran  his 
own  company  before 
moving  to  Coca-Cola. 
Brother  John,  60,  was 
president  of  Gulf  &.  West- 
ern Industries.  Another 
partner,  Edward  Randall 
III,  61,  was  chairman  of 

Rotan  Mosle,  a  respected 

southwestern  brokerage  firm  now 
owned  by  PaineWebber.  Most  of  Dun- 
can, Cook's  younger  senior  managers, 
including  Cook,  George  Kelly  and 
Fred  Lummis,  cut  their  teeth  in  corpo- 
rate finance. 

In  most  cases,  the  younger  partners 
find  the  deals  and  arrange  the  financ- 
ing, while  Randall  and  the  Duncans 
provide  operating  advice  to  the  com- 
panies. Earlier  this  year  they  helped  ] 
Brookstone  build  a  much-needed  new  | 
distribution  center. 

Given  the  firm's  conservative  na- 
ture, It  IS  not  surprising  that  the  part- ' 
ncrs  arc  getting  nervous  about  the 
heavy  bidding  and  heavy  leveraging 
that  IS  going  on  all  around  them.  Un- 
certainty over  interest  rates  and  ta 
policy  on  LBOs  will  likely  keep 
firm  on  the  sidelines  for  the  next  s£ 
months.  No  big  deal.  Cook  says  most  J 
of  the  deals  he  sees  these  days  aref 
30%  to  40%  overpriced  anyway. 

"So  many  of  these  firms  feel  pres-| 
sure  to  invest  their  money,"  John* 
Duncan  says.  "We're  just  as  happy  toij 
let  It  sit."  It's  called  quitting  the  gamej 
while  you're  still  ahead.  ■ 
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^eVebeenbuildingonthe 
Mcideaforsevei^ra 


Jo  one  thing;  and  do  it  very  well.  At  Cushman  &  Wakefield 
tl   one  thing  is  commercial  real  estate.  It's  the  only  business 
w  re  in.  And  while  our  competitors  try  to  be  all  things  to  all 
p  pic,  we  continue  to  be  what  we  set  out  to  be:  Business 
A  ,'rica's  Real  Estate  Firm. 

)ur  ability  to  build  and  expand  has  been  made  possible  by 
p  ing  the  needs  and  interests  of  each  client  ahead  of  our  own. 
A|  .ashman  &  Wakefield  we  support  our  strong  principles  by 
hjing  the  qualified  professionals  and  extensive  resources  to 
0*  r  tailormade  solutions  for  all  our  clients. 
i  That's  why  our  real  estate  services  include  a  great  deal 

(  than  brokerage.  By  offering  Appraisal,  Property 

lagement  Services,  Financial  Services,  Industrial/ 
T<j  inology  and  Development  Consulting,  we  have  the 


knowledge  and  experience  to  solve  all  your  commercial 
real  estate  problems. 

So  compare  us  to  our  competitors.  At  Cushman  &  Wakefield 
our  integrity,  entrepreneurial  spirit  and  superior  client  service 
create  tangible  benefits  and  value  for  all  our  clients. 

We're  Cushman  &  Wakefield,  Business  America's  Real  Estate 
Firm.  Making  1988,  our  seventieth  year,  our  best  ever. 


& 
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A  ROCKEFELLER  GROUP  COMPANY 


Business  America's  Real  Estate  Firm. 


©1988  Cushman  &  Wakefield 
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HIS  HOUDAY  W 
A  PRESENT  THAT  ( 

It's  John  Williams,  The  Boston  Pops  Orchestra,  and  America's  favorite  holiday  music.  \ 
special  guest  stars,  Andy  Williams,  Roberta  Flack,  Reba  McEntire  and  John  Candy  To  receive 


E  BRINGING  YOU 
MES  IN  85  PIECES. 

i\  gift  tune  to  NBC  Television,  Friday  evening,  December  23rd.  When    — H—  (E3)  ^"®  Cross 
'resent  is  completely  assembled,  we're  sure  your  family  will  love  it.   ^fia^  ^^^ 
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Not  for  Meredith  Corp.  the  glamour  of 
Manhattan.  The  Iowa-based  publisher  of 
Better  Homes  &  Gardens  and  Ladies'  Home 
Journal  is  cornball  and  proud  of  it. 

"Hudson  River 
myopia" 


By  Rick  Reitr 


Iim  HecmMri'PicTurc  Group 


It's  like  flag,  motherhood  and 
country.  Cornball  to  some,  but  to 
us,  that's  what  it's  all  about," 
says  Robert  A.  Burnett,  chairman  and 
chief  executive  officer  of  Meredith 
Corp.  Burnett  is  describing  the  formu- 
la that  animates  the  publisher  oi  Better 
Homes  &  Gardens,  Ladies'  Home  Journal 
and  a  slew  of  other  family-oriented 
magazines. 

Meredith  is  small  as  media  con- 
glomerates go.  Its  revenues  for  the 
fiscal  year  ending  June  30  were  under 
$680  million.  Publishing  accounts  for 
70%  of  revenue,  broadcasting  16%, 
and  real  estate  11%.  Meredith  is  also 
big  in  printing  through  its  50%  own- 
ership in  Meredith/Burda,  which 
grossed  $434  million  last  year  from 
plants  in  Newton,  N.C.,  Lynchburg, 
Va.,  Casa  Grande,  Ariz,  and  Des 
Moines,  Iowa. 

How's  Meredith  doing  with  its  ad- 
mittedly comball  approach?  Not 
great.  Like  most  publishing  compa- 
nies these  days,  it  is  feeling  the  pres- 
sure of  competition  on  its  profit  mar- 
gins. Its  operating  margin  has  con- 
tracted from  14%  to  9%  in  three 
years;  earnings,  before  special  items, 
have  declined  from  $2.26  a  share  to 
$1.91.  Meredith  stock,  recentlyi 
around  31,  trades  at  a  mere  60%  pre-i 
mium  to  book  value.  We  say  "mere''; 
because  magazine  outfits  like 
McGraw-Hill  Inc.  and  Time  Inc.  cur-i 
rently  sell  at  higher  than  200%  premi- 
ums over  book.  Jk 

One  reason  for  the  gap  is  that  Merl 
edith  seems  takeover-  and  breakup 
proof.  Analyst  Claude  R.  Carmichael 
of  the  investment  banking  firm  WP 
Lazard  &.  Laidlaw  figures  Mereditt 
would  bring  $50  to  $70  a  share  in  ar 
allout  bidding  war.  Burnett  doesn'' 
doubt  the  quick  profits  to  be  made  ir 
a  breakup  but  msists  that  sharehold 
ers  will  be  better  off  in  the  long  run  i 
the  company  is  kept  intact.  Invest 
ment  bankers  regularly  offer  to  re 
structure  the  company  in  one  way  o 
another,  Burnett  says.  He  tells  them 
Thanks,  but  no  thanks. 

"We're  operators,  not  dealmakers,' 
says  Burnett,  61,  who  plans  to  ham 
the  chief  executive  title  over  to  com 
pany  President  Jack  D.  Rehm,  56,  oi 
Feb.  I .  Rehm  says  he  intends  to  sta' 
the  course  laid  out  by  Burnett.  Thes  * 
two  can  speak  with  confidence  b€ 
cause  they  have  the  backing  of  th 
investors  who  matter  most — heirs  c 
company  founder  E.T.  Meredith,  wh  j 


A/i'      '//)  Cfxiirman  Rohirt  A  Buniett 
"Wa'te  operators,  not  dealmakera. 


no  longer  run  the  company  but  arj 
represented  with  two  seats  on  thj 
board  of  directors.  The  family  an 
other  insiders  own  23%  of  Meredith'  ; 


so 
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Christmas  past. 


Jl  cKappy  Chris fmas 


"A  Snowy  Morning"  Victorian  postcard. 


Christmas  present. 
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local  retailer,  or  call  1-800-238-4373  to  send  a 
3t  Chivas  anywhere  in  the  U.S.  Void  where  prohibited. 


WHAT      ARE      YOU      SAVING 
THE        CHIVAS        FOR? 


Advertising  crcaicd  by  Bicdcrman* 


A  CORPORATION 

WITH  THE 

RIGHT  UNDERPINNING 

>N  PROCEED  UNFLINCHINGLY 

COME  WHAT  MAY 


Around  Emhart  Corporation,  we  talk 
about  the  new  line  of  business  we've 
gone  into  recently  as  our  third  leg. 

Which  is  one  leg  more  than  we 
had  a  year  ago.  Better  underpin- 
ning to  surmount  obstacles  and  pick 
up  speed. 

Our  new  business  is  Information 
and  Electronic  Systems.  And  when 
you  think  about  it,  adding  this  leg 
to  Emhart  was  an  alpine  feat,  itself 

You  see,  Emhart  was  going  along  as  a  stable, 
successful  manufacturing  company  doing  nearly 
$2  billion  a  year  in  sales.  But  not  especially  glamorous. 

Well,  by  plunging  into  high  technology  we 
transformed  Emhart  into  a  very  different  company. 
One  with  prospects  for  much  quicker  growth. 

And  higher  profitability. 

THE  NEW  LEGWORK 

Our  first  high-tech  acquisition  was  a  Virginia-based 
company.  Planning  Research  Corporation,  which 
provides  computer-based  services  for  business  and 
government.  . 

Then,  earlier  this  year,  we  announced  the 
Acquisition  of  a  second  computer-based  operation, 
Advanced  Technology  Inc.,  whose  customers 
include  everybody  from  the  Department  of  Defense 
to  the  Social  Security  Administration. 

Together,  these  two  vigorous,  entrepreneurial 
companies  have  about  $700  million  in  revenues. 


MORE  OF  THE  SAME 
Meantime,  we've  divested  some  of 
our  old  companies,  streamlining  our 
original  two  businesses  to  the  point 
where  they  will  do  a  lot  better,  too. 

One  is  industrial  products, 
where  we  manufacture  everything 
from  botde-making  machinery  to  elec- 
tronic components. 

The  other  is  a  lot  of  consumer 
products,  from  Pop*  rivets  and  Molly* 
bolts  to  our  True  Temper*  line  of  lawn,  garden  tools, 
and  golf  shafts.  Also,  KWIKSET  Mocks. 

These  two  venerable  Emhart  businesses  will 
continue  to  furnish  us  with  a  very  nice  cash  flow, 
thank  you. 

Which  (among  other  things)  will  give  us  the 
wherewithal  to  continue  expanding  our  new  high- 
tech,  third  leg. 

THE  NEW  EMHART  SIGNS  IN 

Since  we're  altering  so  much  else  at  Emhart,  it  seemed 
only  fitting  to  change  our  corporate  signature,  too. 

So  at  the  bottom  of  this  page  you  will  see  the 
spirited  new  signature,  or  logo,  we've  adopted. 

Notice  that  it  leans  forward  ever  so  slightly  as 
if  it's  just  a  little  impatient  to  get  on  to  other,  bigger 
things. 

Well,  that's  the  way  we  feel  these  days.  Ready 
to  scale  new  heights,  asany  three-legged  skier 
would  surely  understand. 


EMHART 

A  Great  Nudge  Forward" 


®  1988  EMHART  CORPORATION 


MiTviiith  I'rcsuk'iit  Jack'  I)  Rclmi 

Feeling  the  pressure  of  competition  and  higher  costs  on  his  profit  margins. 


stock,  but  control  47%  of  the  votes, 
thanks  to  a  two-tiered  voting  struc- 
ture. This  setup  has  enabled  the  Mer- 
edith heirs  to  sell  some  shares  to  di- 
versify their  wealth,  while  retaining 
enough  control  to  frustrate  a  raider. 

Says  director  E.T.  Meredith  III,  55, 
who  was  titular  chairman  until  he 
relinquished  the  title  to  Burnett  last 
February:  "I  have  no  interest  in  bail- 
ing out." 

Meredith's  managers  have  no  inter- 
est in  bailing  out  of  America's  heart- 
land, cither.  A  key  reason  Meredith 
hasn't  moved  its  headquarters  from 
Des  Moines  to  Manhattan,  where  it 
keeps  500  of  its  3,800  employees,  is  a 
belief  that  the  company  reads  Middle 
American  values  a  lot  better  from 
Iowa.  "We  don't  have  Hudson  River 
myopia,"  asserts  liener  Homes  editor 
David  Jordan,  himself  an  lowan. 

He  has  an  excellent  point.  From 
where  it  sits  m.  the  Midwest,  Mer- 
edith enjoys  a  -^are  franchise — 66- 
year-old  Better  Ih  oies  &  Ganteti<i  The 
monthly  magazine  with  8.1  million 
paid  subscribers  and  holding  steady,  is 
outsold  only  by  7V  Guide,  Modem  Ma- 
turity. Reader's  Digest  and  National  Geo- 
graphic Advertisers  love  the  way  its 
articles  encourage  people  to  do  things 


in  their  gardens  and  kitchens  and  liv- 
ing rooms  that  increase  the  sales  of 
their  products.  And  the  readers  clear- 
ly love  It,  too.  Not  many  magazines 
can  maintain  the  high  circulation 
HH&G  has  without  going  broke  in  the 
process. 

Picking  up  Ladies'  Home  Journal  and 
its  5  million  readers  for  $92  million  in 
1986  has  enabled  Meredith  to  entice 
advertisers  through  group  rates — a 
way  of  giving  reduced  rates  to  adver- 
tisers who  use  more  than  one  of  your 
publications,  and  of  doing  so  without 
breaking  the  official  rate  card.  Ford 
and  General  Motors,  for  example,  are 
buying  more  advertising  space  in 
Meredith  magazines. 

The  bottom  line:  11%  increases  in 
advertising  revenue  for  both  Better 
Homes  and  Ixidies'  Home  in  the  first 
nine  months  of  this  year,  outpacing 
the  magazine  industry  and  far  ahead 
of  the  other  major  women's  service 
magazines.  Smaller  Meredith  publica- 
tions like  Midwest  Liring.  Country 
Home  and  WOOD  are  growing  revenue 
even  faster.  Metropolitan  Home  is  a 
slick,  oversize  Meredith  magazine 
aimed  at  upwardly  mobile  urbanites 
who  aren't  ready  for  Aichitectural  Di- 
gest Its  ad  revenues  will  be  up  35% 


this  year,  to  $29  million. 

At  the  same  time.  Better  Homes 
Gardens  New  Cook  Book  has  become 
staple  of  American  kitchens  and  or 
of  the  four  bestsellers  of  all  time,  wit 
25.5  million  hardcover  copies  sold  t| 
date.  The  ten-year-old  Better  Homes  > 
Gardens  residential   real  estate  ne]| 
work  has  grown  to  570  firms.  To  get  J 
franchise,  real  estate  brokers  pay 
initiation  fee  and  a  slice  of  their  sal^ 
commissions  to  Meredith  for  use 
the  Better  Homes  name  and  advertisi 
and  marketing  support. 

The  future?  Meredith,  with  an 
most  debt-free  balance  sheet,  rema 
on  the  prowl.  It  plans  to  spend 
much  as  $300  million  to  buy  moJ 
magazines  and  add  to  its  group  of  sei 
en  TV  stations.  Steep  increases  in  pos| 
age  and  paper  prices  continue  to  ta 
a   toll — earnings  for  the  first  fisc 
quarter  ending  Sept.  30  were  downl 
cents  a  share  from  a  year  ago,  despit^ 
32%  rise  in  sales.  But  with  hig 
subscription  and  ad  rates  kicking 
analysts  expect  Meredith  earnings 
rise  10%  for  the  full  fiscal  year. 

Even  if  Meredith  weren't  virtua 
takeover-proof,     prospective    raidd 
would  clearly  have  to  ask  themselv^ 
Could  I  do  better  than  that?  ■ 
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You  can  take  pictures  with  Bayer  AG  prod- 
ucts, 'reat  excess  acidity  and  make  com- 
Oaci  discs.  Few  West  German  companies 
have  been  as  successful  in  penetrating  the 
U.S.  as  this  old-time  chemical  giant. 

Girdling  the  globe 


By  Kerry  Hannoo 


BAYER  Ipronounced  buyer]  AG  of 
Leverkusen,  West  Germany 
lost  the  coveted  Bayer  aspirin 
brand  during  World  War  I,  when  the 
U.S.  government  confiscated  enemy 
assets  here.  (Bayer  aspirin  is  now  pro- 
duced by  Eastman  Kodak's  Sterling 
Drug  Division.)  But  this  giant  chemi- 
cal company  has  since  more 
than  made  up  lost  ground. 
Among  other — many  other — 
things,  Bayer  makes  Alka-Selt- 
zer  (Forbes,  Dec  12],  and,  if 
you  feel  you  need  an  aspirin,  it 
will  be  happy  to  have  you  buy 
some  of  its  Aspirin  brand  sold 
everywhere  else  in  the  world. 

Of  Bayer's  nearly  $23  billion 
in  worldwide  sales,  close  to  $5 
billion  this  year  will  be  gener- 
ated by  its  eight  U.S. -based 
companies,  which  include 
Mobay  Corp.  and  Miles  Inc., 
making  Bayer  one  of  the  most 
active  West  German  firms  in 
the  U.S.  market. 

Bayer  USA,  headquartered 
in  Pittsburgh,  under  the  lead- 
ership of  Konrad  Weis,  a  33- 
year  Bayer  vet,  is  a  big  chemi- 
cal and  drug  company  in  its 
own  right,  bigj;cr  than  Hercu- 
les or  Rohm  &.  Haas. 

Bayer  USA's  Miles  Inc.  is  a  good 
example  of  wh;i'  Bayer  has  done,  not 
only  with  its  U.:-  companies,  but  also 
with  other  rcl.  /ely  autonomous 
units.  Since  Bayci  )ught  the  compa- 
ny a  decade  ago  .'  i  stepped  up  re- 
search and  develop  ^^nt.  Miles'  sales 
and  earnings  have  nled.  This  year 
Miles  is  marketing;  ipro,  one  of  a 
new  family  of  antibic  i  s  synthesized 
in  Bayer's  West  Germj.  laboratories. 
Sales  Arc  exploding,  bet  .iisc  the  drug 
is  the  I  (ilv  oral  antibiotic  that  can 
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attack  a  broad  range  of  infections 
from  pneumonia  to  cystitis.  Cipro 
cost  around  $180  million  to  develop 
but  should  have  U.S.  sales  of  $120 
million  this  year.  Within  two  years 
analysts  expect  worldwide  sales  to  ex- 
ceed $600  million. 

Further  expanding  U.S.  operations, 
Bayer  announced  in  October  that  it 
would  buy  Cooper  Technicon,  Inc.  of 


Iktycr  Ail  (Jxiiniuoi  IkTnuuin  Strenficr 

He  learned  early  what  Wm  like  on  the  firing  litie. 


Tarrytown,  N.Y.  for  a  total  of  $500 
million.  Technicon's  diagnostic  busi- 
ness, combined  with  Bayer's  existing 
diagnostic  business  here,  will  produce 
sales  of  at  least  $1  billion  and  put 
Bayer  in  the  number  two  slot  in  the 
world  diagnostic  field,  behind  Abbott 
Laboratories.  "Cooper  was  a  perfect 
choice  to  round  out  our  businesses  in 
that  high-margin  area,"  says  Her- 
mann Strenger,  Bayer  AG  chairman. 

In  all,  Bayer  comprises  400  compa- 
nies in  over  60  countries.  These  pro- 


duce 10,000  products,  ranging  from 
raw  materials  for  Rubbermaid  mixing 
bowls  and  Igloo  coolers  to  the  laser- 
sensitive  petrochemicals  in  Sony's 
compact  discs.  Among  other  things, 
Bayer  is  big  in  films;  its  Agfa-Gevaert 
subsidiary  is  the  third-largest  maker 
of  photographic  equipment  for  photo- 
composition and  photofinishing  in 
the  world,  behind  Kodak  and  Fuji. 

The  man  who  runs  this  bewilder- 
ingly  diverse  globe-girdling  giant  is, 
interestingly,  neither  a  chemist  nor  a 
financial  man.  Strenger,  60,  came  up 
through  marketing.  He  started  with 
Bayer  as  an  apprentice  straight  out  of 
high  school.  By  the  age  of  26,  he  was 
.  lugging  heavy  suitcases  full  of  chemi- 
cal pamphlets  on  and  off  buses  and 
trains  through  small  Brazilian  villages 
in  lOO-degree  heat.  He  pounded  the 
pavement  as  well  in  Sao  Paulo,  where 
he  is  credited  with  being  one  of  the 
first  to  penetrate  that  market. 

Because  Strenger  knows  firsthand 
what  it  is  like  to  be  on  the  firing  line 
far  from  headquarters,  he  under- 
stands the  importance  of  decentral- 
ized management  for  a  company  as 
big  and  diverse  as  Bayer.  He  allows 
his  businesses  almost  complete  re- 
sponsibility for  their  own 
day-to-day  operations.  Bayer 
produces  intermediates  and 
buys  its  raw  materials  locally 
whenever  possible.  This  saves 
shipping  costs  and  gets 
around  trade  barriers  and  cur- 
rency fluctuations.  Fully  90% 
of  what  Bayer  sells  in  Ameri- 
ca, for  example,  it  produces 
here. 

This  up-from-the-ranks  vet- 
eran took  the  helm  four  years 
ago  and  has  done  many  of  the 
usual  things,  divesting  low- 
margin  subsidiaries  and  de- 
veloping higher-margin  areas 
of  the  business.  For  example, 
Agfa's  high-cost  camera  pro- 
duction operations  in  Munich 
were  shut  down. 

While  about  one-third  of 
the  capital  value  of  Bayer's 
stock  is  held  by  West  German 
banks  and  insurance  compa- 
nies, Americans  can  buy  into  the 
company.  The  stock,  which  may 
soon  be  listed  on  the  New  York 
Stock  Exchange,  trades  here  in  un- 
sponsored  ADRs  at  around  $165  per 
ADR.  The  ADRs  are  cheap  compared 
with  most  U.S.  shares.  They  trade 
around  8.6  times  estimated  earnings 
of  $19.20  per  share;  the  S&.P  U.S.  mar- 
ket multiple,  based  on  1988  projected 
earnings,  has  been  hovering  around  13 
times  earnings.  Maybe  U.S.  investors 
are  overlooking  a  good  bet.  ■ 
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ITALIA  2000 

A  Promising  Industrial  And  Trade  Partner 


I 


by  Giuseppe  Oldani 


1988  has  been  a  particularly  favor- 
able year  for  Italy.  The  country's  GNP 
during  the  first  half  was  far  better  than 
expected,  with  a  growth  rate  substan- 
tially superior  to  initial  forecasts,  and 
the  country  took  a  big  step  fonward  in 
projecting  its  image  abroad  as  an  im- 
portant economic  power. 

The  largest  and  most  successful  im- 
age-projecting event  of  the  year  was 
the  Italia  2000  exhibition  in  Moscow, 
organized  by  I.C.E  ,  the  Italian  Institute 
for  Foreign  Trade.  Soviet  Prime  Minister 
Mikhail  Gorbachev's  warm  reception 
for  the  Italian  officials  and  businessmen 
present  was  most  encouraging.  Among 
those  attending  the  exhibition  were 
Gianni  Agnelli  of  Fiat;  Raul  Gardini  of 
Ferruzzi;  Sergio  Pininfarina,  president 
of  Confindustria,  Italy's  National  Asso- 
ciation of  Manufacturers,  and  Italy's 
Demochristian  Prime  Minister,  Ciriaco 
De  Mita 

Perhaps  for  the  first  time  in  the  na- 
tion's history,  the  favorable  production 
figures  seemed  to  coincide  with  the 
political  savvy  the  Italians  have  ac- 
quired from  realizing  their  country  is 
one  of  the  most  promising  industrial 
and  trade  partners  on  the  contempo- 
rary European  scene,  ready  to  commu- 
nicate with  the  world's  most  important 
economic  blocs  —  the  US.,  Japan, 
Eastern  Europe  and  the  Soviet  Union  — 
from  a  position  of  strength 

During  the  first  half  of  the  year,  for 
example  Italian  industrial  output  was 
up  a  full  5.5%  over  the  first  six  months 
of  '87,  and  perhaps  most  importantly, 
the  increase  was  most  impressive  in 
capital  goods  (up  9%),  followed  by  a 
healthy  5%  increase  m  so-called  "inter- 
mediate "  goods  and  a  4%  increase  m 
consumer  goods. 

The  continued  exparsion  of  the  Ital- 
ian economy  during  the  /ear  was  large- 
ly based  on  booming  hcne  market  de- 
i-'iaic  v'hose  growth  ;ote  exceeded 
i.er.?,^_  ;  chalked  up  ii;  preceding 
yc'  ^ripanied  by  a  somewhat 

unt.  J     crease  in  ex(>ort  market 

demarJ    up  6  8%  —  a  marked  up- 


swing compared  with  the  previous 
year.  The  sharp  upswing  in  Italian  de- 
mand for  consumer  goods  and  ser- 
vices resulted  from  the  general  up- 
swing in  Italian  salaries  and  earnings, 
which  have  increased  at  a  faster  pace 
than  inflation.  The  result  has  been  a 
sharp  increase  in  Italian  families  invest- 
ing in  durable  goods  in  general,  and 
new  cars  in  particular. 

Expansion  of  the  Industry 

Italian  industries  continue  to  update 
and  improve  their  factories,  equipment 
and  production  methods,  enabling  Ital- 
ian manufacturers  to  exploit  their  plant 
capacity,  and  improve  their  productivi- 
ty and  competitive  position  in  world 
markets.  The  favorable  trend,  more- 
over, has  induced  Italian  industry  to 
expand  production  facilities,  which  has 
lead  to  a  sharp  increase  in  employ- 
ment. The  new  profitability  of  Italian 
enterprise  has  allowed  Italian  firms  to 
finance  expansion  programs  with  their 
own  resources.  Two  other  factors  that 
have  facilitated  the  expansion  of  Italian 
industry  are  the  abundance  of  liquid 
capital  available  through  Italy's  bank- 
ing system  at  interest  rates  favorable  to 
Italian  firms,  particularly  major  corpora- 
tions and  conglomerates,  and  the  gen- 
eral drop,  albeit  modest,  in  interest 
rates  from  1987. 

The  slight  drop  in  interest  rates  is 
directly  related  to  the  favorable  trend  in 
Italy's  inflation  rate,  even  though  the 
steady  decline  over  the  past  few  years 
came  to  an  abrupt  halt  in  1988.  The 
country's  current  annual  inflation  rate, 
roughly  5%,  is  the  same  as  last  year, 
due  to  the  slight  inflationary  upswing 
experienced  in  the  summer.  In  short, 
there  has  been  no  further  drop  in  the 
country's  inflation  rate,  but  also  no  new 
sharp  rise  in  prices.  In  fact,  according 
to  some  projections,  prices  may  even 
drop  slightly,  which  would  lower  the 
country's  annual  inflation  rate  to  about 
4.7%  Despite  the  slowdown  in  reduc- 
ing the  country's  inflation  rate  (caused 
by  the  unexpected  upswing  in  prices  of 
selected  goods  and  services),  there 
was  a  slight  improvement  during  the 
course  of  the  year  in  the  inflation  differ- 
ential   between    Italy   and    the   other 


advanced  industrial  nations  around 
the  world. 

Italy's  current  unfavorable  balance 
of-payments  situation  is  an  important 
factor  in  this  picture.  According  to  cur- 
rent estimates,  Italy's  balance-of-pay- 
ments  deficit  in  1988  is  expected  to 
add  up  to  about  4,800  billion  lire  (0.6% 
of  the  country's  GNP),  a  whopping 
3,500  billion  lire  more  than  the  deficit  ir 
1987.  The  sharp  deterioration  in  the 
country's  balance-of-payments  pic 
ture,  however,  is  more  apparent  thar 
real  in  the  sense  that  the  prices  foi 
imports  rose  more  sharply  than  price 
for  Italian  exports.  A  closer  look  at  Ita 
ly's  overall  balance-of-trade  picture 
viewed  in  real  terms  reveals  a  substan 
tial  improvement  in  the  export-impor 
situation. 

Does  this  mean  Italy's  current  eco 
nomic  situation  offers  many  bright; 
spots  and  a  few  shadows?  A  close 
look  at  what  actually  happened  ove 
the  past  four  or  five  years  shows  tha 
the  country's  GNP  has  grown  at  at 
annual  rate  of  over  3%,  the  highes 
annual  GNP  growth  rate  in  the  Europe  ' 
an  Common  Market.  The  same  hold  | 
for  capital  investment,  with  an  annuc 
growth  rate  just  under  4%,  and  invesi 
ment  in  new  machinery  and  equipmen 
with  an  annual  growth  rate  toppin 
7.5%.  And  finally  inflation,  still  moviri' 
ahead  at  a  disconcerting  annual  ratec 
15%  in  1983,  has  been  reduced  t 
something  under  5%.  Four  impressiv 
achievements,  indeed. 

The  National  Debt 


On  the  other  hand,  there  are  mar 
dark  spots.  The  most  important  is  rela 
ed  to  the  vast  array  of  debt-ridden  ar 
inefficient  public  services  run  by  tt" 
country's  bureaucracy. 

The  Italian  government  current 
owes  the  mind-boggling  figure  of  or 
million  billion  lire  to  the  citizens  ar 
banks  that  have  purchased  its  bonq 
and  other  types  of  4inancial  paper  c 
fered  over  the  years.  Each  month,  tti 
Italian  Treasury  issues  thousands  of  Bj 
lions  of  lire  worth  of  new  bonds  ar| 
certificates  to  reimburse  earlier  sta 
bonds  and  certificates  falling  due  ar, 
to  cover  new  debt. 
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ATLANTA 

Italian  Trade  Commission 

2301 ,  Peachtree  Center  - 

Harris  Tower 

233,  Peachtree  Street,  N.E 

P  O.  Box  56689 

Atlanta,  30343  Georgia 

Tel.  (404)  5250660 

Telex  542871  ITALTRADE  ATL 

Telefax  (404)  5255112 

CHICAGO 

Italian  Trade  Commission 

401,  North  Michigan  Avenue  - 

Suite  3030 

Chicago,  ILL,  60611  USA 

Cable  Italtrade  Chicago 

Telex  0255275  ITALTRADE  CGO 

Telefax  (312)  6705147 

HOUSTON 

Italian  Trade  Commission 

1090,  Natural  Gas  Pipeline  Tower 

3050  Post  Oak  Boulevard 

Houston,  Texas  77056 

Tel.  (713)  6265531 

Cable  Italtrade  houston 

Telex  0792021  ITALTRADE 

HOUSTON 

Telefax  (713)  8778729 

LOS  ANGELES 

Italian  Trade  Commission 

1801,  Avenue  of  the  Stars  ■ 

Suite  700 

Los  Angeles,  California  90067 

Tel.  (213)  8790950 

Cable  Italtrade  los  angeles 

Telex  673394  ITALTRADE  LSA 

Telefax  (213)  2038335 

NEW  YORK 

Italian  Trade  Commission 

499,  Park  Avenue 

New  York,  NY.  10022 

Tel  (212)  9801500 

Cable  Italcom  new  york 

Telex  423792  -  427803  ITCO  Ul 


MONTREAL 

Delegation  Commerclale  d'ltalie 

1801,  Avenue  McGil  College 

Suite  750 

Montreal,  Quebec  H3A  2N4 

Tel.  (514)  2840265 

Cable  Italtrade  montreal 

Telex  05267532 

ITALTRADE  MTL 

Telefax  (514)  2840362 

TORONTO 

Italian  Trade  Commission 
150,  Bloor  St.  W.  -  Suite  505 
Toronto  Ontario  M5S  2X9 
Tel   (416)  9681413/4/5 
Telex  0623641  ITALTRADE  TOR 
Telefax  (416)  9682971 

VANCOUVER 

Italian  Trade  Commission 
736,  Grandville  Str  -  Suite  624 
Vancouver  BC   V6Z  1H2 
Tel    (604)  6858451/2 
Cable  Italtrade  Vancouver 
Telex  0454266  ITALTRADE  VCR 
Telefax  (604)  6859758 


MEXICO  CITY 

Istituto  Itallano 

de  Comercio  Exterior 

Av  Paseo  de  las  Palmas  n.  555 

4  Piso 

Colonia  Lomas  de  Chapultepec 

11010  Mexico  DP 

Tel   (5)  5400985  -  5403143 

5202005 

Telex  1777283  IICEME 


Thanks  to  30  years  of  untiming  and  qualified  efforts  in  temps  of  promotion,  assistance  and 
information  in  the  north  American  market  place  I.C.E.  has  greatly  contributed  towards 
making  "MADE  IN  ITALY"  Synonimous  with  quality,  technology,  dependability. 

Yet  even  greater  challenges  Ue  ahead. 
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ADVERTISEMENT  4 


It's  a  vicious  cycle  involving  the  insa- 
tiable financial  needs  of  tfie  Italian  gov- 
ernment and  the  ability  of  private  citi- 
zens and  banks  to  bail  out  their  inveter- 
ate debtor. 

Pronnising  to  solve  the  national  debt 
question  and  straighten  out  the  disas- 
trous financial  state  of  government  ser- 
vices and  Italy's  overstaffed,  inefficient 
bureaucracy  has  been  a  major  compo- 
nent in  the  economic  platform  of  every 
Italian  government,  including  the  cur- 
rent one  headed  by  Ciriaco  De  Mita. 
The  goal  has  become  more  compel- 
ling, however,  with  the  approach  of  the 
"magic"  deadline  of  1992,  the  year  the 
last  barriers  dividing  EEC  members 
from  one  another  will  disappear,  and 
Europe  will  become  one  big  united 
market. 

The  potential  for  economic  growth 
the  new  barrier-free  market  offers  Ital- 
ian industry  is  immense,  and  is  why  the 
Italian  government  views  1992  as  a 
deadline  to  put  its  financial  house  in 
order.  The  official  Italian  view  is  that 
"the  position  of  each  EEC  member  in 
the  new  situation  will  depend  on  the 
strength  and  vitality  of  their  economies 
and  the  social  stability  of  their  respec- 
tive societies." 

The  challenge  of  1992  will  require  an 
increasing  degree  of  professionalism 
from  Italian  managers  regarding  export 
markets.  They  will  require  new  and 
more  imaginative  ideas,  and  concrete 
projects  designed  to  promote  both  the 
Italian  image  as  a  whole  and  individual 
business  transactions  at  the  same  time. 
One  highly  successful  example  of  this 
was  the  Italia  2000  exhibition  held  in 
Moscow  this  year.  It  was  a  high-level 
showcase  of  Italian  technology  and  in- 
dustry, which  provided  a  backdrop  for 
all  kinds  of  important  joint  ventures  be- 
tween Italian  firms  and  Soviet  industrial 
development  agencies 

How  to  Modernize  Promotion 

What  made  the  show  such  an  out- 
standing success  that  Soviet  newspa- 
pers reported  the  event  with  headlines 
that  read  "f^ade-in-ltaly  Products  Con- 
quer Moscow?"  Officials  of  Italian  Insti- 
tute for  Foreign  Trade,  the  show's  spon- 
sor, explain:  "We  have  organized  all 
sorts  of  shows  to  promote  Italian  ex- 
ports, from  trade  fairs  'o  symposiums. 
But  they  have  always  t  .^en  highly  spe- 
"  '  "d  events  for  hig;  ly  specialized 
■^he  'Italia  2000'  show  was  de- 
'^e  Soviet  man.n-the-street, 
i^  ■  Russians  how  a  country 

ex:  >cor   in   natural   resources 

was  abjo  (o  develop  into  one  of  the 
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world's  most  advanced  industrialized 
nations  by  exploiting  its  human  re- 
sources and  its  ability  to  design,  engi- 
neer and  build  or  manufacture  prod- 
ucts that  have  conquered  world  mar- 
kets. The  exhibition  offered  t+ie  Russian 
visitor  a  "dream"  trip  through  Italy  and 
its  industries,  as  well  as  its  science  and 
research  capabilities,  the  latest  devel- 
opments in  genetic  engineering  and 
artificial  intelligence,  and,  of  course, 
the  world  of  fashion." 

"Over  200,000  Soviet  citizens  visited 
the  show,"  says  Marcello  Inghilesi, 
president  of  the  Italian  Institute  for  For- 
eign Trade  (ICE.).  "Literally  tens  of 
thousands  of  Moscovites  crowded  the 
concerts  and  fashion  shows  But,  per- 
haps most  importantly,  inspired  by  Mr. 
Gorbachev's  perestroika  policy,  our 
Italian  industrial  system  made  it  to  Mos- 
cow in  toto,  compact  and  united  as 
never  before." 

The  need  to  step  up  and  modernize 
the  promotion  of  Italy  and  the  Italian 
industrial  system  abroad  is  fully  under- 
stood by  top  officials  at  ICE.  "We  must 
help  Italian  firms  restructure  their  activi- 
ties and  presence  in  foreign  markets. 
There  are  still  too  many  Italian  firms 
interested  in  quick  profits,  opportunis- 
tic deals  or  speculation  as  an  end  in 
itself,  a  very  unprofessional  approach 
to  foreign  tradp,"  explains  Inghilesi. 
"Over  and  above  the  up  and  down 
fluctuations  in  foreign  currency  and  the 
perennial  threat  of  business  reces- 
sions, the  key  to  success  abroad  will  be 
the  way  Italian  firms  are  established  in 
various  foreign  markets  Slogans  alone 
aren't   enough.    Intelligent   decisions. 
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Marcello  Inghilesi,  president  of  I.C.E. 
(Italian  Institute  for  Foreign  Trade) 


capital  investment  and  often  sacrifices 
are  needed,"  Inghilesi  says. 

"'I.C.E.  must  be  in  a  postition  to  he 
Italian  firms  make  intelligent  decision 
by  offering  them  a  complete  picture  of 
the  opportunities  and  implications  in 
volved  in  any  specific  market  as  well  a 
the  established  techniques  for  expand 
ing  on  any  specific  market,"  Inghilesi 
adds. 

Inghilesi  also  feels  that  I.C.E.  has 
fundamental  role  to  play  in  looking  after 
the  image  of  Italian  industry  around  the 
world.  "'Defending  the  'Made-in-ltaly 
trademark  is  no  longer  enough,"  h 
says.  "What  we  need  now  is  a  new  sty 
in  promotion,  suitable  for  all  internatio 
al  markets.  We  feel  that  I.C.E.  shou 
be  the  standard-bearer  and  referenc 
point  for  the  organization  of  trade  fai 
or  specialized  business  shows  abroac 
with  this  new  style,   based  on  nevi 
imaginative  ideas  that  reflect  the  2,000 
year  history  of  Italian  culture. 

The  Eighth  Sister 

One  Italian  company  that  has  beer 
extremely  successful  in  projecting  it! 
image  around  the  world  is  Agip,  the  bic 
international   marketing   subsidiary 
ENI,  Italy's  giant,  state-controlled 
and  petrochemical  combine.  One  Ital 
ian  financial  writer  went  so  far  as  to  ca 
ENI  the  "eighth  sister"  alongside  th( 
so-called  ""seven  sisters"  group  of 
ternational  oil  companies  that  dominat 
the  world  market.  Whether  or  not  ENI 
the  eighth  sister,  the  Italian  combin 
has  certainly  become  competitive  wit 
the  other  seven.  A  few  figures  will  clar 
fy  the  point:  ENI  hydrocarbon  reserve 
at  the  end  of  '87  amounted  to  554  mi 
lion  Tep  (tons  of  petroleum  equivalent 
reflecting  an  11%  increase  over  th 
preceding  three  years.  The  achiev< 
ment  means  several  things  for  Agi[ 
Firstly,   It's   now   seventh  among  th 
world's  oil  giants  in  reserves;  secondl 
it  was  the  international  oil  compar 
boasting  the  greatest  percentage-wis 
increase  in  reserves  in  1987,  and  fins 
ly,  It  is  the  only  company  among  th 
majors  whose  reserves  have  continj 
ously   increased   over   the   past   fe 
years.  Agip  can  also  boast  a  heaitlj 
increase  in  the  amount  of  Tep  it  N 
extracted  from  the  soil  over  the  p8 
few  years,  from  21.6  million  Tep  in 
to  30.1  million  in  Tep  in  "87.  Agip 
tracted  a  full  360,000  barrels  of  crude 
day  from  its  fields  during  '87.  In  terR 
of  tonnage,  this  equaled  1 7.2  million, 
which  2.3  million  was  produced  in  lta| 
compared  with  14.6  million  tons  in 
Agip's  natural  gas  output  in  '87  all 
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OIL.  Wherever  it  is,  we'll  find  it.  Oil 
is  the  primary  source  of  energy.  It  is  the 
power  that  moves  the  world  and  will  be 
so  for  many  years  to  come. 

But,  it  is  necessary  to  be  prepared  to 
wrestle  this  treasure  from  the  earth's 
most  secret  strongholds,  using  the  latest 
continuously  evolving  technology,  and  to 
venture  into  hostile,  inaccessible  places. 

Agip,  Italy's  national  oil  company, 
took  up  this  challenge  sixty  years  ago, 
probing  into  the  origins  of  the  earth, 
experimenting  with  new  techniques,  and 
devoting  to  these  activities  human  and 
economic  resources  that  are  always  up  to 
the  difficulties  to  be  overcome. 

Wherever  the  possibilities  of  finding 
oil  exist,  Agip  is  present  with  its  spirit  of 
initiative  and  decades  of  experience.  The 
results  achieved,  alone  or  in  cooperation 
with  leading  oil  companies,  in  30 
countries,  on  5  continents,  make  Agip  a 
reliable  operator  in  any  oil  activity. 

Even  where  no-one  has  ever  reached. 


Deep  thinking.Top  results. 
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rose  noticeably,  up  from  14.9  billion 
cubic  meters  in  '86  to  16.1  billion  cubic 
meters  in  '87,  of  which  14.5  billion  was 
produced  in  Italy.  Another  record  ex- 
ceeded in  1987  was  the  number  of 
"pay-dirt"  oil  strikes:  41%  of  all  wells 
drilled  in  1987  compared  with  36%  of 
all  drillings  in  '86.  Says  Giuseppe  Mus- 
carella,  president  of  Agip:  "Our  objec- 
tive over  the  next  few  years  is  to  be  able 
to  cover  30%  of  Italy's  energy  needs 
with  an  annual  Tep  production  of  30 
million. 

Revolution  in  the  Railway  ^A 
System "^ff 

Another  major  challenge  facing  the 
Italian  government  is  whether  it  can 
salvage  Italy's  state-owned  railway  sys- 
tem plagued  by  enormous  debt,  sur- 
plus personnel  and  a  reputation  for  ex- 
tremely poor  service.  The  new  State 
Railway  Agency  (F.S.),  set  up  a  couple 
of  years  ago,  has  fixed  assets  of  about 
150  billion  lire,  it  reported  a  rather 
healthy  7%  increase  in  the  number  of 
passengers  carried  in  1987  —  roughly 
400  million  for  the  year  throughout  the 
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whole  country  —  and  a  10%  rise  in 
freight  hauled,  roughly  57  million  metric 
tons  a  year.  Unfortunately,  these  im- 
provements were  offset  by  still  another 
increase  in  the  system's  enormous  op- 
erating deficit,  an  operation  in  the  red 
that  contributes  to  Italy's  appalling  na- 
tional debt.  F.S.  management  has  am- 
bitious programs  to  put  the  railway  in 
the  black.  F.S.  officials  want  to  double 
the  trackage  from  two  to  four  on  the 
system's  most-used  long-distance 
routes,  introduce  high-speed  trains  to 
double  the  number  of  passengers  car- 
ried and  halve  the  travelling  time  be- 
tween Italy's  major  cities,  plus  sharply 
increase  the  system's  share  of  freight 
traffic.  The  long-term  program  calls  for 
a  three-year  (1989-'91)  capital  invest- 
ment estimated  in  the  area  of  80,000  to 
90,000  billion  lire.  If  the  program  goes 
through,  it  would  be  the  biggest  revolu- 
tion in  Italy's  150  years  of  railroading 
history.  The  big  question  is  whether  the 
Italian  parliament  will  approve  the  ex- 
penditure under  scrutiny  of  Italy's  Trea- 
sury and  Budget  Ministries. 
A  special  Treasury  Commission  re- 


ENEA  is  entrusted  with  two  major  responsibilities 


—  to  promote  renewal  of  Italian  industry  via  the  diffusion  and 

application  of  advanced  technologies,  processes  and  products, 

including  those  developed  in  the  ambit  of  Italian  energy  policy 

within  the  nuclear  and  alternative  energy  fields,  in  full  respect  of 

the  need  to  safeguard  human  health  and  protect  the  environment 


—  to  ensure  the  maintenance  of  the  highest  standards  in  the 
peaceful  uses  of  nuclear  energy. 

ENEA  also  provides  technical  and  scientific  assistance  to  the 
regional  and  local  authority  bodies. 


5000  employees  and  8  centres  of  activity  in  the  service  of  the 
country  to  put  into  effect  the  National  Energy  Plan. 


ENEA  -  ITALIAN  COMMISSION  FOR  NUCLEAR  AND  ALTERNATIVE  ENERGY 

SOURCES  ■  HEADQUARTERS;   .2^    VIALE  REGINA  MARGMERITA 
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port  on  government  financing  is  explic- 
it: "The  ability  of  the  F.S.  to  cover  the 
cost  of  the  services  it  offers  is  70% 
under  the  European  average.  f\/lore- 
over,  while  European  railway  systems 
have  been  reducing  personnel  (down 
21%  in  West  Germany),  the  F.S.  in- 
creased the  number  of  employees  on 
its  payroll  by  12%  between  1971  and 
1982." 

Despite  these  problems,  the  F.S.  is 
doing  all  it  can  to  improve  the  quality 
and  quantity  of  the  services  it  will  offer 
sports  fans  coming  to  Italy  for  the  1990 
World  Soccer  Cup,  with  special  train 
service  to  the  12  cities  where  the 
games  are  scheduled  to  be  played. 

The  Use  of  Energy 


Finally,  regarding  energy  resources 
Italy's  new  National  Plan  for  the  Use  of 
Energy  Resources  is  off  the  drawing 
board.  It  confirms  the  key  role  to  be 
played  in  the  development  of  these  re- 
sources by  ENEA,  Italy's  National  Ener- 
gy Research  and  Development  Board. 
ENEA's  primary  goal  continues  to  be 
developing  high-tech  projects  for  Ital-' 
ian  industry  in  those  areas  where  ENEA 
offers  advanced  technological  knowi 
how,  based  on  its  30-year  history  in  thi 
energy  field. 

ENEA's  research  and  development 
programs  are  concentrated  in  threfi 
major  areas:  energy  and  energy  re 
sources,  energy  and  the  environmenti 
energy  and  technological  innovation.  ; 

in  the  area  of  energy  and  energy 
resources,  ENEA  is  working  on  a  range 
of  projects,  from  new  technologies  fo, 
renewable  energy  sources  and  powe 
conservation  programs  to  developinc 
new  advanced  technologies  for  use  ir 
coal-based  power  programs,  and  re 
search  in  the  area  of  nuclear  powe 
including  nuclear  fission,  nuclear  fi 
sion  and  fail-safe  nuclear  reactors. 

In  the  area  of  energy  and  the  enviroi 
ment,  ENEA  will  offer  its  experience 
and  knowledge  of  nuclear  energy  an( 
other  power  production  systems  ti 
conduct  studies  or  advise  local  corn 
munities  on  the  environmental  impac 
problems  to  be  considered  when  plar 
ning  new  power  installations. 

And  lastly,  in  energy  and  technolog 
cal  innovation,  ENEA  has  a  broac 
based  program  of  information  transff 
that  offers  the  latest  technological  dej 
velopments  and  innovations  availabli 
on  the  market,  or  produced  by  ENB 
itself,  to  the  small  and  medium-size 
Italian  industries  that  form  the  bac^ 
bone  of  the  Italian  economy.  ■ 
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20  centuries  away. 
For  us,  3  hours  58  minutes 

It's  not  just  a  slogan,  but  simply  one  of  the  achievements  the  Italian  Railways  daily  attain. 
Rome  and  Milan,  the  arguments  of  history  and  the  demands  of  an  industrial  metropolis: 

two  aspects  of  the  same  reality,  Italy.  Rome  and  Milan,  two  cities  getting  closer  and 
closer.  Thanks  also  to  a  fast  and  easy  train,  more  like  an  underground  connection.  From 

archaeology  to  industrial  design,  from  the  heart  of  a  city  to  that  of  another.  Twenty 
centuries  of  history  in  less  than  4  hours.  Every  single  day.  A  thing  that  only  a  train  can  do. 
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So  maybe  the  national  debt  isn't  that  big 
compared  to  the  economy,  some  skeptics 
say.  But  aren  Y  the  interest  payments  worry - 
ingly  large?  Forbes  takes  a  look. 

Tower  or  trickle? 


By  Peter  BrimehNT 


RECENTLY  Forbes  presented  an 
article  full  of  charts  on  the 
U.S.  economy  ("Is  the  Reagan 
prosperity  for  real?"  Oct  31].  These 
charts  showed  that  the  economy  is 
less  shockingly  out  of  balance  than  is 
popularly  believed.  The  article  looked 
at  celebrated  measures  like  the  bud- 
get deficit  and  foreign  mdebtedness 
and  concluded  that  they  are  not  out  of 
line  relative  to  gross  national  product 
and  in  comparison  to  those  of  other 
industrial  countries. 

A  number  of  our  readers  were  dis- 
tinctly reluctant  to  accept  this  happy 
news.  Some,  focusmg  on  the  issue  of 
federal  borrowing  in  the  Reagan  era, 
called  for  a  more  sophisticated  mea- 


sure: The  telltale  sign  of  strain,  they 
said,  is  not  the  national  debt  itself 
(which  in  fact  has  merely  returned  to 
its  levels  under  President  Kennedy) 
but  the  burden  of  interest  payments 
on  that  debt. 

So  by  popular  demand  Forbes  here- 
with presents  a  chart  of  net  interest 
payments  on  federal  debt  relative  to 
GNP  since  1935,  along  with  the  na- 
tional debt  and  federal  receipts  (see 
chart,  beluw).  The  critics  do  have  a 
point:  The  interest  burden  did  virtual- 
ly double  after  1979,  reaching  a  high 
of  3.3%  of  GNP  in  1985,  before  level- 
ing off  to  3.1%  in  1987.  The  1985 
level  is  a  new  record. 

A  new  record,  yes,  but  hardly  a 
"tower" — more  like  a  persistent 
trickle.  In  particular,  service  on  the 


national  debt  remains  fairly  small  in 
comparison  with  federal  government 
receipts,  most  recently  19.4%  of 
GNP.  Today's  interest  burden  actual- 
ly represents  about  the  same  share  of 
federal  receipts  as  in  the  immediate 
pre-World  War  II  years,  before  the  sub- 
sequent upward  leap  in  Washington's 
tax  take. 

Moreover,  the  U.S.  interest  burden 
is  not  exceptional  in  comparison  with 
that  of  the  other  industrial  economies 
(see  chart,  p.  69).  Since  in  most  coun- 
tries central  governments  perform 
functions  that  in  the  U.S.  are  de- 
volved to  the  state  and  local  authori- 
ties, the  Organization  of  Economic 
Cooperation  &  Development  lumps 
all  levels  of  government  together  to 
give  a  "general  government"  figure. 
Our  chart  thus  lumps  together  U.S. 
federal,  state  and  municipal  revenues 
and  debt  burdens.  (Some  U.S.  states 
and  municipalities  have  net  interest 
income,  reducing  the  overall  interest 
burden.) 

Even  West  Germany,  supposedly  a 
paragon  of  economic  virtue,  has  a 
general  government  interest  burden 
in  the  same  range  as  that  of  the  U.S. 
And  the  U.S.  burden  is  notably  be- 
low that  shouldered  by  Canada  and 
Italy,  the  blithe  black  sheep  of  the 
Group  of  Seven. 

The  general  govenunent  interest  ■ 
burden  has  increased  in  most  Group 
of  Seven  countries,  not  just  in  the 
U.S.,  during  the  1980s.  Japan's  went 
from  0.8%  of  GNP  to  1.8%  between 
1979  and  1984.  The  key  reason:  the| 
dramatic  worldwide  increase  in  inter- 
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U.S.  national  debt 


Where  does  it  hurt? 

U.S.  national  debt,*  federal  receipts 
and  federal  net  interest  burden 
(as  percent  of  GNP) 


53.4% 


The  national  debt  burden  is  nowhere  near  its 
toric  high,  but  the  interest  payment  burden  is.  Even 
so,  interest  is  still  low  relative  to  federal  receipts. 
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Icral  debt 
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Sourcts:  Office  of  Management  a>  Budgets  Naaonal  debt  data  for  1934-39:  Report  of  the  Secretary  of  the  Treasuiy 
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|bw  THE  LEADERSHIP  SERIES 

©RUNSWICK.THE  VERY 
ESTOF  THE  VERY  BEST. 


OUR  SIXTH 
LIMITED  EDITION 
COLLECTION 
)F  LEISURE  PRODUCTS. 


"The  evolution 
of  the  Leadership 
Series  over  the  past 
six  years  has  paral- 
leled the  success 
of  Brunswick 
Corporation  during 
that  same  period. 

"Just  as  each 
of  these  products 
nts  our  Company's  growing  diversity 
unrelenting  dedication  to  quality, 
also  represent  our  strengthened  posi- 
tion of  leadership  in  every  market  we  serve. 

"Building  upon  these  leadership 
positions,  Brunswick  is  now  in  the  midst  of 
its  sixth  consecutive  year  during  which  each 
quarter's  results  have  established  new  sales 
^nd  earnings  records. 

"The  reasons  for  diese  record  perfor- 
mances are  symbolized  by  this  Limited 
Edition  Collection,  which  reflects  the  com- 
mitment to  quality  that  is  found  in  every 
uct  or  service  bearing  one  of  Brunswick 
irporation's  famous  brand  names.  The 
'88  Collection  proudly  sets  new  standards 
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for  the  very  best  of  die  very  best." 
Jack  F.  Reichert 
Chairman  and  Chief  Executive  Officer 

ARRIVA  2050  with  custom  trailer  and 
Ford  Mustage  GT  tow  package. 

U.S.  Marine,  builder  of  famous  Bayliner 
boats,  presents  a  unique  combination  of 
sporty  styling  and  peiiformance  that  tells  the 
world  you  won't  settle  for  less  dian  the  best. 
The  20'  Arriva  is  a  bold  statement  of  breath- 
taking performance,  uncompromising  luxury 
and  show-stopping  good  looks.  Matched  with 
a  trailer,  and  powerful  new  1989  Ford 
Mustang  GT.  Limited  edition  of  5.  $39,000. 

Zebco/Quantum  Collector's  Series. 

Quality,  elegance  and  performance  in  a 
matched  set  of  three  superb  reels ...  a  Quan- 
tum Pro  1  Baitcast  Reel;  a  Quantum  QSS2 
Ultralight  Spinning  Reel  and  a  Zebco  Classic 
CGX33  Express  Spin-Cast  Reel . . .  each  one 
precision-engineered.  All  richly  showcased 
in  a  handsome  walnut  presentation  case, 
personalized  with  the  owner's  name.  A 
limited  edition  of  100  sets.     $250. 

Mercury  200  HP  50*  Anniversary  V.6. 
Once  again.  Mercury  clearly  demonstrates 
its  position  in  outboard  technology  as  the 
performance  leaderl  Five  decades  of  design- 
ing and  building  engines  all  come  togedier 
in  this  200  Horsepower  V-6  that  offers 
nothing  less  than  pure  get-away-from-it-all 


excitement.  And  with  the  special  styling 
treatment,  this  50th  Anniversary  model 
will  no  doubt  become  a  collector's  classic. 
A  limited  edition  of  25.    $12,000. 

Sea  Ray  280  Sundancer. 

This  28'  special  edition  has  an  extra  wide 
beam  with  new  advanced  exterior  styling 
and  luxurious  living  accommodations  for 
added  room  and  comfort.  You  can  custom- 
ize the  interior  from  a  selection  of  designer 
fabrics  and  colors.  Comes  with  a  personal- 
ized owners'  medallion.  Powered  by  two 
specially  engineered  MerCruiser  stem  drive 
engines .  Limited  edition  of  5 .    $80,000. 

Ordering  Information 

To  place  your  order  or  for  more  informa- 
tion on  the  Brunswick  Leadership  Series 
products  or  about  Brunswick  Corporation, 
call  toll  free,  1-800-621-6413.  Or  write: 
Leadership  Series,  Brunswick  Corporation, 
One  Brunswick  Plaza,  Skokie,  Illinois  60077. 

All  items  in  the  Leadership  Series  are 
custom  made  to  order,  following  acceptance 
of  order.  Delivery  time  will  vary  depending 
upon  product  selected. 

Prices  include  shipping  in  continental 
U.S.,  installation  and  applicable  sales  tax. 

THE  MARINl  COMPANIES  OF 

BRUNSWICK 

SHARING  THE  HERITAGE  OF  BEING  NUMBER  ONE. 

<  19R8  BrunA«di  Corponoon 
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Hret 


Some  people  seem  to  wonder  how  a  luxury  car  can  Now,  eleven  years  later,  the  continually  refiner 
be  a  luxury  car  and  still  be  exciting  to  drive.  At  Pbrsche,  Porsche  928  S4  combines  more  rich  luxury  and  ra*! 
weVe  always  wondered  how  a  luxury  car  can  be  a  luxury    ing  excitement  than  ever  before. 


car  and  not  be  cKciting  to  drive. 

After  all,  isni  ihe  ability  to  provide  exciting  perfor- 
mance one  of  the  I'.reatest  automotive  luxuries  of  all? 

That  was  what  we  set  out  to  prove  in  1978  with  the 
highly  acclaimed  R  rsche  928. 


Inside,  a  library-quiet  interior  redolent  of  fine  1 
surrounds  the  driver  in  an  environment  of  unsurij 
comfort  and  ergonomic  efficiency 

Outside,  a  drag  coefficient  of  .34  reflects  the  i 
improvements  to  one  of  this  century's  most  stuij 


O  1988  ftir^che  Cars  North  America,  Inc.  ftrformance  figures  are  for  comparison  only.  ft)rsche  does  not  recommend  exceeding  any  speed  limits. 


lauffeur. 


''  endary  automobile  designs. 

r  the  hood,  a  powerful  316  hp  engine  and  drive 
1  fer  not  only  the  stability  of  perfect  50-50  weight 

.  but  a  top  speed  of  165  mph— making  it  one 
'<-  iree  fastest  and  most  nimble  production  cars 
leorld. 

J^  beneath  this  state-of-the-art  power  plant,  state- 
ly rt  ABS  brakes  are  able  to  stop  the  Porsche  928  S4 


from  60  mph  in  a  remarkable  154  feet. 

So  before  you  let  anyone  convince  you  that  the  acqui- 
sition of  luxury  must  mean  an  accompanying  sacrifice 
of  performance,  visit  your  nearest  authorized  Porsche 
dealer  and  see  the  928  S4. 

The  luxury  car  designed  not  just  to  be  admired, 
but  to  be  driven. 


NOT  LONG 
AGO,  MICHIGAN 
WAS  JUST  A  KID  IN 
THE  PLASTICS  INDUSTRY 

The  kid  sure  has  come  of  age.  Why,  in  the  mid-i980's  alone,  Michigan  accounted  for  half  of  ail  new 
plastics-related  jobs  in  the  Great  Lakes  States  and  one-quarter  of  the  plastics  job  growth  nationally. 
And  not  simply  because  of  the  increased  use  of  plastics  in  the  auto  industry.  ■  Many  industries  draw 
on  the  expertise  and  resources  of  Michigan's  growing  number  of  plastics  application  centers.  Fabrica- 
tor support  industries  are  already  in  place.  Resin  producers  benefit  from  nearby  chemical  feedstocks. 
Then  there's  Michigan's  state  government:  committed  to  providing  the  best  possible  climate 
for  expansion  and  growth.  ■  The  right  markets  are  here,  too  As  Carl  Haas,  President  of  Blue 
Water  Plastics,  puts  it,  "Michigan  is  a  great  environment  for  expansion  We  could  not  service  our 
customers  if  we  were  in  Illinois  or  Tennessee  We  need  to  be  where  the  engineering  centers  are." 
■  There  are  many  other  reasons  to  consider  Michigan  Call  (517)  373-8495  or  simply  write  Doug 
Ross,  Director,  Michigan  Department  of  Commerce,  525  W  Ottawa,  Lansing,  Ml  48909. 

MY,  HOW  WE'VE  GROWN. 


IMiCHiGAN 

The  future.  Ufe're  making  more  of  it  here. 


est  rates.  This  phenomenon  also  ac- 
counts for  the  paradox  that,  although 
the  U.S.  interest  burden  in  the  1940s 
was  lower  than  it  is  today,  the  nation- 
al debt,  relative  to  GNP,  was  vastly 
higher.  Thus  the  U.S.  prime  rate  was 
1.5%  to  2%  throughout  the  1940s. 
Right  now  it's  10.5%. 

Why  were  U.S.  interest  rates  lower 
in  the  1940s — even  though  the  na- 
tional debt  and  the  wartime  budget 
deficit  were  far  larger?  To  some  ex- 
tent, because  the  government  man- 
aged them  through  an  agreement  be- 
tween the  Federal  Reserve  and  the 
Treasury  and  through  extensive  fi- 
nancial regulations,  some  of  which 
survived  until  the  1980s. 

This  manipulation  may  have  made 
financing  the  government  easier,  but 
it  had  unpleasant  side  effects,  such  as 
recession  and  inflation.  It  was  also  an 
imconscionable  rape  of  the  people 
who  saved  and  invested.  Because  sav- 
ers are  no  longer  suckers — they  now 
want  to  be  compensated  for  inflation 
and  market  volatility — governments 
cannot  borrow  as  cheaply  as  they  once 
could.  Tough. 

In  any  case,  optimists  can  tell 
themselves  that  there  is  at  least  a 
logical  possibility  that  interest  rates 
will  return  to  normalcy — bringing  the 
federal  net  interest  burden  down  as 
well.  ■ 


Middle  of  the  pack 


1987  general  govenunent  net  interest  buiden  (as  peicent  of  GNP/GDP) 


»%j- 


The  U.S.  general  gOTemment  interest 
payment  burden  is  unexceptional  by 
international  standards,  and  moderate 
compared  to  Canada's  or  Italy's. 


7.4% 


iPn 


2.1% 


2.7% 


3.9% 
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h  ahighly  competitive  environment, 
it's  always  survival  of  the  fittest 


In  the  business  world, 
stamina  equals  success.  And 
nothing  gets  you  in  top  physical 
and  mental  shape  Uke  regular 
exercise. 

NordicTrack*  is  a  total 
body  workout  that  duplicates 
the  cross-country  skiing 
motion  and  provides  a  better 
cardiovascular  workout  than 
exercise  bikes,  rowers  or 
treadmills. 

With  NordicTrack,  you 
can  bum  more  calories  in  a 
20-minute  workout  than  with 
any  other  type  of  exercise 
machine. 

You'll  feel  stronger,  more 
alert  and  less  stressed-out. 

So  call  NordicTrack.  And 
acquire  one  of  the  few  legal 
ways  to  gain  an  unfair  advan- 
tage over  the  competition. 


Free  Brochute  &  Video. 

Call  Toll  Free  1-800-328-5888. 
In  Canada  1-800-433-9582. 

O  Please  send  me  a  free  brochure 

D  Also  a  free  video  tape  Q  VHS  D  BETA 

Name 

Street 


-Staif. 


-Z,|x. 


City 

PtioneC  ) 

141  Jonathan  Blvd  N.  Chaska,  MN  55318 
185L8 


J^ordicjrack 
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Faced  with  a  none-too-tender  offer,  long- 
suffering  shareholders  of  Church's  Fried 
Chicken  are  in  a  quandary:  Stick  with  yet 
another  new  president  or  sell  out  cheap. 


Sick  chicken 


By  William  P.  Barrett 


What's  going  on  in  chicken- 
land?  A.  Copeland  Enter- 
prises Inc.  of  Jefferson,  La. 
(1987  revenues,  $120  million),  whose 
Popeyes  Famous  Fried  Chicken  chain 
ranks  number  three  in  the  brutal  fast- 
food  chicken  business,  wants  to 
buy  far  larger  Church's  Fried 
Chicken  Inc.  (1987  revenues, 
$401  million).  Copeland  has 
launched  a  tender  offer  worth  just 
short  of  $300  million  at  the  ini- 
tial $8  a  share.  A  takeover  would 
produce  a  combined  business 
with  sales  among  2,100  or  so 
company-owned  and  franchiscd 
outlets  of  about  $1  billion,  mov- 
ing It  closer  to  Kentucky  Fried 
Chicken,  the  PcpsiCo-owned  in- 
dustry leader  with  7,700  outlets 
and  sales  of  about  $4.3  billion. 

Church's  board  has  pleaded  for 
time  to  let  yet  another  new  man- 
agement team  attempt  a  turn- 
around, and  a  federal  judge  tem- 
porarily blocked  the  Copeland 
chicken  raid,  saying  an  ex- 
Church's  executive  now  with 
Copeland  improperly  imparted 
inside  information.  But  should 
Church's  shareholders  listen  to 
their  board?  After  all,  this  is  the 
same  group  of  people  that  last  year 
rejected  as  inadequate  a  takeover  bid 
from  another  former  Church's  execu- 
tive for  $I2.2S  a  share,  a  price  that 
looks  pretty  good  now. 

Church's  stock  was  once  a  high- 
flier, reaching  a  split-adjusted  20'/4  in 
1985.  It  recently  traded  for  a  shade 
above  8.  Earnings  of  the  1,450-store 
chain  have  almost  disappeared,  to  6 
cents  a  share  for  l9S8's  first  three 
quarters,  compared  with  77  cents  for 
tJie  bame  period  in  1985. 

The  San  Antonio-based  company's 


problems  stem  from  the  rankest  sort 
of  mismanagement.  The  directors 
have  floundered,  going  through  three 
chief  executives  in  less  than  three 
years.  Many  of  the  Church's  stores  are 
run  down,  largely  because  Church's 
board  preferred  to  pay  too-fat  divi- 
dends (sometimes  exceeding  earnings) 


Oarv  HallRi 


rather  than  reinvest  in  the  business. 

Instead  of  sprucing  up  stores,  the 
board  consistently  opted  for  quick, 
cosmetic  balance-sheet  fixes.  To  try 
to  make  quarterly  financials  look  ac- 
ceptable, for  example,  the  company 
once  abruptly  canceled  advertising 
campaigns  in  mid-quarter  and  closed 
Its  spare-parts  warehouse. 

And  there  is  evidence  of  self-deal- 
ing by  board  members.  After  the  stock 
market  crashed  on  Black  Monday  last 
year,  the  six  outsiders  on  the  eight- 
member  board  promptly  issued  them- 


selves options  allowing  each  to  buy 
25,000  shares  at  the  then  low  market 
price  of  $6.07,  virtually  guaranteeing 
themselves  a  nice  profit  and  augment- 
ing their  $20,000  yearly  fees. 

Past  and  present  employees  say  the 
board  is  controlled  by  longtime  direc- 
tor Sangwoo  Ahn,  a  New  York  invest- 
ment banker  who  votes  about  100,000 
shares.  His  investment  firm,  Morgan 
Lewis  Githens  &  Ahn,  earned 
$450,000  last  year  and  an  as-yet-un- 
disclosed sum  this  year  for  giving 
what  one  filing  called  "investment 
banking  and  financial  services."  Ahn 
didn't  respond  to  inquiries. 

A  decade  ago  Church's  became  a 
winner  by  pursuing  the  strategy  of 
targeting  a  low-priced  ethnic  market. 
Simply  intent  on  being  the  lowest- 
cost  producer,  the  company  found 
cheap  real  estate  in  poor  neighbor- 
hoods. Its  slide  began  once  rivals  like 
Kentucky  Fried  started  invading  these 
markets  with  new  products  and 
cleaner,  bigger  facilities. 

Church's  latest  president,  installed 
six  months  ago,  is  Ernest  E.  Renaud,  a 
genial  6 1 -year-old  veteran  of  the  res- 
taurant business.  "I  have  to  move 
fast,"  he  says. 

And  he  is.  By  year's  end  he 
hopes  to  close  100  unprofitable 
stores,  all  company-owned  (as  are 
three-quarters  of  the  stores,  an 
unusually  high  percentage  for  a 
fast-food  chain),  and  open  some 
new  franchised  outlets.  This 
move  will  save  capital  dollars, 
since  the  franchisees  themselves 
will  finance  the  new  restaurants. 
Renaud  is  also  putting  the  finish- 
ing touches  on  unspecified  new 
products.  He  concedes,  though, 
that  any  turnaround  won't  be  evi- 
dent at  least  until  1989's  first 
quarter. 

Waiting  in   the  wings,   so  to 
speak,  is  the  crew  at  Popeyes, 
which  has  made  a  splash  with 
fried  chicken  that  is  spicier  than 
Church's    or    Kentucky    Fried. 
Clearly,  privately  held  Copeland 
is  attracted  by  Church's  nonexis- 
tent debt,  by  the  land  beneath 
1 , 1 00  company-owned  stores — and  by  | 
the  prospects  for  improving  profitabil- 
ity through  better  management. 

Copeland 's  tender  offer,  which  was! 
unveiled  in  late  October,  has  beenl 
extended  twice,  most  recently  to  Dec! 
16:  At  last  count,  more  than  40%  of  I 
the  shares  had  been  tendered  at  the  J 
initial  $8  price,  far  short  of  the  re- 
quired two-thirds  but  significant  nev- 
ertheless. Shareholders  seem  split  be-' 
tween  those  who  want  to  throw  in  the! 
towel  and  those  expecting  a  higherj 
offer  for  this  sick  chicken.  ■ 
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low  are  you  going  to  top  it  next  year? 


Johnnie  Walker® 
Black  Label  Scotch 

YEARS  t.-i  o%  OLD 


Send  a  gift  of  Johnnie  Walker*  Black  Label*  anywhere  in  the  U.S.A.  Call  1-800-243-3787.  Void  where  prohibited. 

©  1988  SCHIEFFELIN  &  SOMERSET  CO.  NY,  NY.  JOHNNIE  WALKER*  BLACK  LABEL«BLENDEO  SCOTCH  WHISKY.  43.4%  AlC/Vol  (86.8*). 
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1991  Z-BODY  COUPE,  FUEL-INJECTED  PROTOTYPE. 


CANON'S  REVOUmONARY  ULTRA 

PRECISION  ENGINEERED  TO  SET  AN  ENTl 


With  UHQ,  Canon  introduced  an  entirely  new  gen- 
eration of  facsimile  technology.  A  digital  imaging  system 
so  advanced,  it  can  transmit  even  the  most  detailed 
documents,  graphics  or  photographs  in 
an  incredible  64  shades  of  gray 

Now,  we've  made  it  even  easier 
to  improve  your  business  image,  /.ith  a 
full  line  of  UHQ  facsimiles  designed  to 
meet  a  wide  range  of  business  needs. 

Like  the  Canon  FAX-270,  c.'^signed  for  businesses 
who  want  a  higher  level  of  perfoi  '  ance  and  quality 
without  higher  costs. 

Or  the  FAX- 450,  with  an  increoibly  efficient 
9-second*  transmission  speed.  And  the  plain  paper  per 


UHQ 


H^TTT^ 


Ma* 


formance  of  the  FAX-630,with  the  highest  resolution 
available  anywhere  on  plain  paper 

Or  for  businesses  who  need  high  performance 
that's  also  highly  productive,  there's  th( 
FAX-705's  powerful  built-in  memory  an 
InstaScan  document  scanning. 

And  all  Canon  UHQ  Facsimiles 
feature  an  exclusive  Error  Correction 
Mode  to  ensure  the  reliability  and  quality  of  the  docu- 
ments you  send.  Plus  automatic  features  that  make 
Canon  UHQ  faxes  as  easy  to  use  as  they  are  advance 

Canon  UHQ  Facsimile.  Technology  designed  to 
make  a  clear  difference  in  all  your  business 

communications.  -Based  on  COTT #  1  Test  Chan, CHToic 


ISElo 


QUALITY  f ACSIMILE  nCHNOIOGY. 


V  STANDARD  FOR  IMAGE  QUALITY. 


FAX- 4  50 


FAX-630 


Canon 

COMMUNICATING  QUALITY 


^lore  information,  call  toll  tree  1-800-OK  CANON,  or  write  Canon  U.S.A.,  Inc.,  PO  Box  5210,  Clifton,  N  J  07015 


En|Oyeasye«tenOeOpa¥"'*'nis  wlfi  Ihe  Cano"  CfedH  Ca' 0 
Ask  loi  details  at  cwiiciDaiing  Canon  dealers  and  reia>iers 

AvaiiaU^onlymUS      C  igeSCanonUSA    mc 


The  lead  actress  has  been  drunk  for  three 
days,  the  director  quit  in  a  huff,  the  script  is 
a  mess.  Where  s  the  poor  banker  to  turn? 

Miss  Jones,  get  me 
Film  Finances 


By  Lisa  Gnbemick 


Tl  HINGS  WERE  ALREADY  OUt  of 
control  three  weeks  into  the 
shooting  of  The  Adi  en  lures  of  Bar- 
on Munchausen,  Columbia  Pictures' 
yet-to-be-released  tale  of  the  18th- 
century  Teutonic  storyteller,  directed 
by  Terry  Gilliam  and  starring  John 
Neville,  an  eminent  British  stage  ac- 
tor. With  nearly  three  months  of  film- 
ing left,  the  film's  entire  $23  million 
budget  was  exhausted.  Where  did  the 


money  go 


The  wardrobe  alone  cost 
$1  million.  Then  there  were  the  hun- 
dreds of  plasterers,  painters  and  car- 
penters shipped  into  Spain  to  create 
the  town  to  be  used  as  one  of  the 
movie's  sets.  Were  Columbia  execu- 
tives or  the  movie's  bankers  ready  to 
cut  their  wrists?  They 
weren't  happy,  but  nei- 
ther were  they  in  total  de- 
spair. An  insurance  com- 
pany. Film  Finances,  Inc., 
will  cover  the  extra  $15 
million  It  cost  to  finish 
the  film. 

Film  Finances  is  no  or- 
dinary insurance  compa- 
ny. It  is  a  subsidiary  of 
London-based  Dominion 
International  and  writes 
policies  that  guarantee 
movies  get  finished.  They 
are  called  completion 
bonds  Completion  bonds 
generate  about  S60  mil- 
lion a  yeai  in  revenues  for 
insuring  about  $1  billion 
worth  of  moviemaking. 
There  are  only  a  few  in- 
surers. Film  Finances  gets 
about  25%  of  the  premi- 
ums, v/hile  its  chief  com- 
petit-  .r.  the  seven-year-old 
Ci  !  Bond     Co., 

get^  )%. 
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Completion  bonds  guarantee  a  pic- 
ture will  come  in  on  time  and  within 
10%  of  budget.  "They  are  sleeping 
safety,"  says  Mike  Medavoy,  execu- 
tive vice  president  of  producton  at 
Orion  Pictures.  "We  won't  do  a  pic- 
ture without  one,"  says  Takeshi  Su- 
gai,  vice  president  of  the  Long-Term 
Credit  Bank  of  Japan,  which  has  just 
begun  to  dip  its  toes  into  the  film 
financing  business.  Sugai's  bank 
helped  finance  Baron  Mundxiuse?i 
Thanks  to  Film  Finances,  Sugai 
knows  he  at  least  will  get  his  film 
completed. 

In  theory,  these  film  bonds  are  not 
unlike  construction  completion 
bonds.  But  given  the  vagaries  of  the 
movie  business,  they  are,  not  surpris- 
ini;lv    a  lot  more  expensive.  While 


construction  completion  bonds  run 
from  1%  to  3%  of  a  building's  budget, 
Film  Finances  charges  twice  that. 
Both  companies  have  their  own  rein- 
surance safety  nets:  Film  Finances 
uses  Lloyd's  of  London  and  a  consor- 
tium of  top  London-based  reinsurers; 
the  Completion  Bond  Co.  is  backed  by 
Fireman's  Fund. 

In  moviemaking  almost  anything 
can  go  wrong,  but  in  fact  there  are 
relatively  few  disasters  like  Munchau- 
sen Thus  the  completion  bond  busi- 
ness has  been  a  good  one.  Here's  how 
the  business  works:  Figure  the  budget 
for  a  guaranteed  film  at  $6  million; 
the  guarantor  doesn't  pay  a  cent  un- 
less the  producer  goes  through  a  10% 
cushion  on  the  budget.  How  often 
does  that  happen?  About  one  film  in 
ten,  says  Richard  Soames,  who  heads 
Film  Finances.  Even  then  most  films 
don't  go  more  than  10%  over  budget 
(plus  contingency).  The  industry's 
biggest  payout  to  date?  It's  likely  to  be 
the  Baron. 

All  that  means  nice  margins  for 
Film  Finances:  In  the  last  reported 
fiscal  year  (ended  June  1987),  the  com- 
pany had  profit  margins  of  nearly 
30%,  netting  $4  million  on  revenues 
of  $12.8  million,  more  than  triple  the 
average  margin  in  the  property/ca- 
sualty insurance  industry. 

While  banks  are  increasingly  reluc- . 
tant  to  back  startup  studios,  they  are 
enthusiastically  plunging  into  the 
less  risky  business  of  project  financ- 
ing. This  brings  business  to  the  insur- 
ers, since  the  lenders  almost  always 
insist  on  completion  bonds.  "We  have 
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Call  Ford^ 
Truck  Hotline 


about  Ford^ 
hot  truck  line! 


Call  1-800FORD-1ST 
and  dri^  nav/^roMoxl 


li\  PARADISE 

An  island  paradise  that  offers 
jl\.  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
'  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  till,  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  g.ic  ts,  for  7 
nights  and  8  days.  Cost  is  $1,950 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 

For  information  please  write: 
Fiji  Manager  Dept  D5 
Attn:  Errol  Ryland 
Fort  Garland^  CO  81133 
or  call  (719)  379-3263 


grown  from  $56  million  [worth  of 
project  financing)  in  1986  to  over  $200 
million  this  year,"  says  Irene  Romero, 
executive  vice  president  at  Beverly 
Hills-based  City  National  Bank,  "and 
virtually  all  the  films  are  bonded." 

Before  insuring  a  film,  the  bonders 
assess  virtually  all  aspects  of  produc- 
tion— refusing  to  go  in  where  an  actor, 
director  or  producer  is  known  to  be 
unusually  temperamental,  drink-  or 
drug-prone  or  otherwise  unpredict- 
able. Film  Finances'  Soames,  for  in- 
stance, has  stayed  away  from  Roman 
Polanski  projects.  "In  his  autobiogra- 
phy he  said  even  his  student  films 
went  over  schedule,"  says  Soames. 
"Need  I  say  more?"  Soames  generally 
steers  clear  of  projects  in  which  the 
star  serves  as  director  as  well  as  pro- 
ducer. That  judgment  seems  sound. 

"Problems  are  our 
business,"  says  Richard 
Soames,  head  of  Film. 
Finances,  the  oldest 
com^pletion  bond  company 
around. 


The  rival  Completion  Bond  Co.  in- 
sured Y'entl.  which  Barbra  Streisand 
starred  in,  directed  and  (initially)  pro- 
duced. The  film  ran  over  $1  million 
past  budget. 

There's  incentive  for  producers  to 
meet  their  commitments;  if  a  film 
comes  in  on  time  and  within  budget, 
up  to  50%  of  the  fee  will  be  rebated. 
And  if  a  producer  goes  out  of  control? 
The  completion  bond  company  has 
the  right  to  take  over  the  production 
and  do  whatever  it  takes  to  put  the 
film  in  the  can. 

In  the  case  of  Baron  Mundxiidsen, 
that  meant  the  elimination  of  several 
expensive  scenes,  including  one  that 
involved  a  chess  match  played,  not 
with  chessmen,  but  with  real  people, 
firing  cannons,  moving  castles  (atop 
elephants)  and  armored  knights  on 
live  horses.  The  original  schedule 
called  for  a  night  scene  to  be  shot  in 
massive  quarry;  any  rain,  and  th( 
shooting  would  have  had  to  be  can' 
celed.  Film  Finances  pressurei 
.Mund.kiitsi'n's  director,  Terry  Gilliam, 
to  move  the  scene  indoors.  "It  rained 
every  night  we  were  planning  to 
shoot,"  recalls  Stratton  Leopold,  the 
producer  brought  in  by  Film  Finances. 
"By  moving  indoors  we  saved 
$100,000  per  night." 

Leopold  was  charged  with  fulfilling 
the  completion  bonder's  mandate:  In- 
sure creativity  does  not  devolve  into* 
fiscal  disaster.  As  Film  Finances' 
Richard  Soames  puts  it:  "Problems 
are  our  business."  ■ 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus.  The  Attorney  General  of  the  State  of  New  York 

has  not  passed  on  or  endorsed  the  merits  of  this  offering. 


New  Issue 


November  9,  1988 


$675,000,000 

lAinVUIAt 

CASINO*  HOTH. 

Trump  Taj  Mahal  Funding,  Inc, 


14%  First  Mortgage  Bonds,  Series  A,  due  1998 

Guaranty  of  Payment  by 

Trump  Taj  Mahal  Associates  Limited  Partnership 


Price  100% 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from 
the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch  Capital  Markets 


The  Up  &  Coiners 


By  Dana  Wechslo* 


Lessons 


An  executive  who  makes  big  profits  in  a 
low-profit  business  must  have  something 
going  for  him.  Michael  Weinstein  certainly 
did:  phony  bookkeeping. 

Requiem  for 
a  fraud 


And>'  FrcdxT)^ 


i  ...      \iley  former  c/jte/  c'xecurire  Michael  Weinstein 
thhct  >  X  80  mitUon  in  market  polue,  up  in  Bmoke. 
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IN  THE  UNIVERSE  OF  growth  Compa- 
nies, Coated  Sales,  Inc.  was  one  of 
the  year's  larger  and  more  embar- 
rassing disasters.  The  collapse  was 
certainly  embarrassing  to  Forbes, 
which  thought  highly  of  the  company 
(Mar  9,  1987).  Respected  New  York 
money  manager  Rohit  Desai  dropped 
a  bundle  in  the  stock;  so  did  the  insti- 
tutional investors  that  owned  21%  of 
Coated  Sales'  stock  when  it  crashed 
from  978  a  share  to  pennies;  and  Banc- 
Boston  Financial,  with  a  multi- 
million-dollar loan. 

We  all  were  persuaded  by  Coated 
Sales  Chief  Executive  Michael  Wein- 
stein, 48,  a  tall,  plump  man  with  a 
domineering  personality  and  an  ex- 
traordinarily lavish  lifestyle.  He 
owned  ten  or  more  airplanes  at  one 
time,  and  several  helicopters.  He  kept 
one  Rolls-Royce  for  use  at  his  house 
in  Holmdel,  N.J.  and  another  at  his 
condominium  in  Boca  Raton. 

And  why  not?  Hazlet,  N.J.'s  Coated 
Sales  was  prospering  in  a  tough  busi- 
ness. A  textile  converter,  it  buys  un- 
finished greige  goods  from  fabric 
mills,  and  finishes  the  fabric  accord- 
ing to  customer  specifications.  Wein- 
stein boasted  that  he  was  more  suc- 
cessful than  his  competitors  in  devel- 
oping products  for  specialty  niches 
where  he  could  earn  higher  margins — 
like  the  light,  inexpensive  coated  ny- 
lon he  developed  for  rubberized  life 
vests  found  on  commercial  airlines. 

He  had  numbers  to  prove  his  suc- 
cess. Coated  Sales'  revenues  climbed 
h^om  $10  milhon  in  1983  to  $90  mil- 
lion in  1987;  profits  grew  even  faster, 
to  $7.2  million,  in  a  business  where 
people  will  kill  for  2%  and  3%  after- 
tax margins.  Suspiciously  high?  Audi- 
tor Peat  Marwick  Main  apparently 
didn't  think  so.  It  certified  Coated 
Sales'  1987  figures  without  qualifica- 
tion, just  as  the  previous  auditor,  Fin 
kle  &.  Ross,  had  in  prior  years. 

There  was  one  problem.  Many  of 
Coated  Sales'  figures  were  fake.  Last 
May,  Peat  Marwick  resigned,  an 
nouncing  that  it  no  longer  trusted  the 
integrity  of  Coated  Sales  manage 
ment.  Weinstein  was  suspended  by 
the  company  on  May  30.  Shareholders 
have  seen  over  $160  million  in  mar 
ket  value  disappear.  Coated  Sales'  top: 
20  unsecured  creditors,  most  of  them 
fabric  suppliers,  are  out  $17  million. 

The  company  has  already  written 
off  over  half  of  its  total  reported  assets 
and  says  1987  sales  were  way  over- 
stated. More  writedowns  are  likely.  A 
federal  grand  jury  is  investigating,  andi 
indictments  are  expected  soon. 

Recalls  the  head  of  a  competing  fab 
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ric  finisher,  who  watched  Weinstein's 
success  with  astonishment:  "We 
would  bid  against  him  [Weinstein]  on 
government  orders  on  which  we  were 
happy  to  get  somewhere  between  7% 
and  9%.  But  he  said  he  was  grossing 
25%  to  30%,  yet  was  undercutting  us 
by  significant  amounts  of  money.  It 
made  no  sense.  We're  all  buying  from 
the  same  basic  mills,  we're  all  going 
to  the  same  basic  finishers." 

But  they  weren't  all  miming  their 
businesses  the  way  Weinstein  was.  A 
source  at  one  supplier,  J. P.  Stevens, 
says  Coated  Sales  was  so  frequently 
late  in  paying  for  the  greige  goods  it 
ordered  that  Stevens  periodically  re- 
fused to  make  shipments  until  it  had 
cash  in  hand.  A  greige  goods  broker 
says  Coated  Sales  started  playing  a 
dangerous  financial  game,  buying  and 
selling  greige  goods,  often  at  a  loss, 
just  for  the  short-term  use  of  cash. 

In  a  secondary  public  stock  offering 
in  July  1986,  Wertheim  &  Co.  raised 
$37  million,  of  which  $21  million 
went  to  Coated's  major  stockholders. 
But  a  few  months  later  the  company's 
financial  reports  were  throwing  off 
danger  signals.  Accoimts  receivable 
jumped  by  over  $20  million  between 
1986  and  1987,  on  a  $40  million  in- 
crease in  sales.  The  average  collection 
period  grew  fiom  99  days  at  the  end  of 
1986  to  145  days  one  year  later.  Says 
Tom  Mahoney  of  Mahoney  &.  Cohen, 
a  New  York  accounting  firm  special- 
izing in  the  textile  industry,  "The 
converter  generally  sells  on  60-day 
terms.  If  you  have  99  days,  you're 
substantially  off  the  mark,  if  you  have 
145  days,  it's  ludicrous." 

It  now  appears  that  many  of  Coated 
Sales'  receivables  were  bogus;  the 
sales  never  happened.  In  a  class  action 
lawsuit  pending  against  Coated  Sales, 
some  of  its  officers  and  Peat  Marwick, 
shareholders  allege  that  phony  in- 
voices were  created  and  marked  with 
the  instructions:  "Bill  and  hold.  Do 
not  call."  (Peat  Marwick  denies  the 
allegations  against  it;  Coated  Sales  de- 
clined to  be  interviewed.) 

Early  this  summer  Coated  Sales' 
auditor  called  Samsonite  Purchasing 
Manager  Daniel  Keimedy.  The  audi- 
tor asked  Kennedy  to  confirm  a 
$750,000  order  shown  on  Coated 
Sales'  books.  Kennedy  replied  that 
Samsonite  had  never  placed  the  order. 

Apparently,  the  Samsonite  invoice 
was  not  an  isolated  case.  According  to 
1  knowledgeable  source,  invoices  for 
anordered  goods  had  been  created  as 
■ar  back  as  1984.  Interestingly,  some 
•were  for  sales  to  four  companies  that 
are  run  by  close  personal  friends  of 
Michael  Weinstein,  Richard  Bober  or 
Ernest  Glantz  (Weinstein's  two  origi- 


nal partners  in  the  company). 

Okay.  Most  of  Michael  Weinstein's 
planes  and  cars  have  been  sold  or  are 
on  the  block.  He  has  a  buyer  for  his 
$1.4  million  house  in  Holmdel.  But 
Weinstein  and  his  closest  associates 
seem  to  have  walked  away  with  a 
good  deal  of  money.  They  sold  stock 
when  the  company  was  riding  the 
crest  of  investor  favor.  The  three  top 
executives — Weinstein,  President 
Glantz  and  Vice  President  Bober — 
personally  sold  blocks  of  stock  in 
1987  or  1988,  when  the  price  was  near 
its  high.  Weinstein  alone  cashed  in 
over  $10  million  worth  of  now  nearly 
worthless  stock  before  the  collapse. 
He  is  moving  into  a  newly  built, 
13,000-square-foot  residence  in  Boca 
Raton,  where  he  will  deal  with  the 
various  lawsuits  against  him.  A  suit 
by  Coated  Sales  claims  Weinstein  left 
with  $968,000  of  company  funds. 


This,  alas,  is  not  an  unfamiliar  tale: 
the  glib,  high-living  executive  who 
fools  normally  skeptical  people  and 
supposedly  alert  auditors.  The  list  is 
long,  and  some  of  the  crooks  were 
masters — Ivar  Kreuger,  F.  Donald 
Coster  of  McKesson  &  Robbins,  An- 
thony (Tino)  de  Angelis  of  American 
Express  and  salad  oil  fame,  and  Bemie 
Comfeld.  In  this  league,  Weinstein 
was  a  small  player,  but  his  case  con- 
tains a  couple  of  lessons  for  investors: 

1)  Treat  rapidly  expanding  and  ag- 
ing receivables  as  a  distress  signal:  If  a 
company  can't  collect  on  what  it's 
selling,  there  is  trouble  afoot.  Get  out. 

2)  Keep  your  hand  on  your  pocket- 
book  when  you  hear  about  a  miracle 
worker  who  can  make  big  profits  in  a 
low-profit  industry.  When  it's  done, 
it's  almost  always  done  with  mirrors. 
Even  if  your  genius  has  the  audited 
financial  statements  to  prove  it.  ■ 


The  Up  &  Comers 


Opportunities 


Lou  Krouse  wants  to  help  low-income  peo- 
ple pay  their  bills.  He  thinks  there  s  good 
business  to  be  done  there. 

Where  cash 
is  still  king 


By  Peter  Newcomb 


How's  THIS  for  moving  in 
where  most  businessmen  pre- 
fer not  to  tread?  "We  are  in  the 
low-income,  elderly,  indigent  blue- 
collar  areas,"  beams  Lou  Krouse 
proudly.  "That's  my  customer.  That's 
who  we  service." 

A  public  service,  do-good  outfit? 
Not  at  all.  Krouse  is  talking  about  his 
Paramus,  N.J. -based  National  Pay- 
ments Network  Inc.  Krouse  started 
the  company  19  months  ago,  to  take 
advantage  of  two  facts:  (1)  that  banks 
are  trying  to  cut  costs  by  eliminating 
many  teller-intensive  services,  and  (2) 
that  millions  of  lower-income  Ameri- 
cans have  no  bank  accounts  or  access 
to  electronic  banking  services.  These 


consumers  deal  in  cash — an  inconve- 
nient exchange  medium  for  paying 
telephone  and  other  utility  bills. 

Krouse,  47,  spent  25  years  with  var- 
ious Bell  telephone  companies.  Most 
recently  he  was  a  manager  in  the  bill- 
ing department  of  New  York  Tele- 
phone. He  left  in  May  1986  to  go  into 
what  he  calls  low-income  banking  af- 
ter discovering  that  every  month  30 
million  households  across  the  U.S. 
pay  their  utility  bills  in  person  with 
cash.  He  also  discovered  that  roughly 
a  quarter  of  the  country's  90  million 
households  have  no  banking  relation- 
ship at  all;  for  low-income  house- 
holds, the  figure  is  57%  and  rising. 

"When  I  found  that  out,"  says 
Krouse,  "I  thought  that  was  a  heck  of 
a  market  segment  to  go  after." 
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National  Paytneins  Network  founder  Lou  Kj'ouse  ( left )  with  local  merdxtnts 
Bring  us  your  low-income,  elderly  and.  indigent  with  no  banJc  accounts. 


Krouse  decided  to  act  as  a  middle- 
man between  consumers  and  utili- 
ties. He  first  approached  New  En- 
gland Telephone  &  Telegraph  Co. 
Over  1.5  million  of  New  England  Te- 
lephone's nearly  5  million  customers 
pay  in  person  every  month,  most  of 
them  in  cash.  That  requires  lots  of 
employees  to  accept  the  payments 
and  keep  track  of  the  cash. 

Krouse  figured  it  this  way:  Why  not 
organize  a  system  whereby  consum- 
ers could  pay  their  phone  bills  with 
cash,  but  to  merchants  in  the  consu- 
mers' neighborhoods?  The  local  mer- 
chants could  notify  National  Pay- 
ments once  they  received  cash  from  a 
consumer.  National  Payments  could 
then  transfer  funds  electronically 
from  its  own  account  or  directly  from 
the  merchant's  account  to  the  utility 
to  pay  the  consumer's  bill. 

An  elegant  system.  But  how  to  set  it 
up?  And  how  to  make  it  pay? 

Krouse  wanted  to  make  his  service 
free  to  the  customer.  He  decided  that 
because  the  telephone  company 
would  be  getting  us  money  electroni- 
cally and  could  therefore  cut  staff,  the 
phone  company  should  share  the  sav- 
ings. Krouse  convinLod  the  utilities  to 
I  .iv  him  between  4  5  cents  and  55 
cpr.fj  per  transaction.  On  the  New 
En,  ;:4nd  Telephone  accoimt  alone, 
thai  I  ■,"ies  to  gross  revenue  of  around 
$450  Ik" '  a  month. 


To  coax  local  retailers — usually 
drugstores,  supermarkets  or  conve- 
nience stores — into  his  system, 
Krouse  gives  them  a  transaction  fee 
of  10  cents  to  30  cents  per  transac- 
tion, depending  on  volume.  National 
Payments  also  promises  the  mer- 
chant an  exclusive  in  his  area.  Krouse 
then  installs  terminals  in  the  stores 
throughout  the  region  that  the  utility 
serves. 

But  what's  really  in  it  for  the  retail- 
er is  the  extra  customers,  bearing 
cash,  that  National  Payments  can  cre- 
ate. National  Payments  now  has 
around  800  terminals  in  New  En- 
gland, each  collecting  about  1,500 
payments  per  month.  Says  Krouse  of 
his  agents:  "If  he's  a  good  retailer,  he's 
going  to  sell  something." 

National  Payments  agent  Rose  Ma- 
rie Suizzo  operates  a  terminal  out  of 
her  G  'n'  S  Videos  &  Imports,  a  combi- 
nation video  store,  giftshop  and 
espresso  bar  in  blue-collar  Paterson, 
N.J.  She  says  National  Payments  ac- 
counts for  an  extra  2,000  customers  a 
month.  "Fifty  percent  of  the  people 
who  walk  in  make  some  sort  of  pur- 
chase under  $5,"  says  Suizzo.  "It's 
helped  our  business  tremendously." 

Krouse's  original  customer,  New 
England  Telephone,  is  also  enthusias- 
tic. According  to  manager  Wendy 
Samuel,  National  Payments'  new  sys- 
tem is  more  accurate  and  more  effi- 


cient than  the  old  paper-intensive 
payment  method,  which  required 
hundreds  of  outside  agents  at  neigh- 
borhood banks  and  employees  at  local 
utility  offices  to  mail  records  to  the 
utility's  central  collections  office.  "If 
a  customer  paid  his  bill  on  Monday, 
we  were  lucky  if  we  got  the  money  by 
Thursday  or  Friday,  even  with  a  good 
agent,"  says  Samuel.  "With  National 
Payments,  it's  in  our  system  two  days 
later."  The  banks,  too,  are  grateful  to 
National  Payments  for  helping  them 
out  of  a  low-return  business. 

"Everybody's  happy,"  says  Krouse. 
"The  bank  is  happy,  the  retailer's  hap- 
py, the  customer  gets  a  free  service,  I 
make  money  and  the  utility  saves 
money.  It's  a  win  for  everybody." 

Not  yet  two  years  in  business.  Na- 
tional Payments  Network  now  pro- 
cesses over  3  million  transactions  a 
month  on  2,500  terminals  in  18  states 
from  Georgia  to  California.  Krouse 
says  he  is  installing  terminals  at  the 
rate  of  about  125  a  month.  "We  don't 
do  anything  less  than  a  five-year  con- 
tract," says  Krouse.  "We  want  to  nail 
down  an  area  and  preempt  any  com- 
petitive moves  in  the  area." 

In  the  last  twelve  months,  the  com- 
pany has  done  nearly  $20  million  in 
sales  with  over  19  major  customers  on 
the  system,  including  New  York 
Telephone,  Bell  of  Pennsylvania,  New 
Jersey  Bell  and  GTE.  The  company, 
says  Krouse,  turned  its  first  profit  in 
September  of  this  year.  Krouse  and  his 
partners  own  half  the  business;  his 
silent  backer,  Goldome,  the  big  mutu- 
al savings  bank,  owns  the  other  half. 

As  the  terminal  base  expands, 
Krouse  hopes  soon  to  sign  up  several 
new  clients,  including  some  nontele- 
phone  businesses.  Boston's  Eastern 
Utilities  Associates,  an  electric  com- 
pany, and  Rhode  Island's  Bay  State 
Gas  have  recently  become  customers. 
Los  Angeles  Rapid  Transit  has  asked 
Krouse  to  look  at  the  possibility  of 
providing  monthly  bus  passes 
through  his  network  of  terminals  and 
retailers.  The  municipality  of  Long 
Beach,  Calif,  is  considering  a  contract 
under  which  National  Payments  will 
electronically  process  payments  fori 
everything  from  dog  licenses  to  park- 
ing tickets.  The  possibilities  seem  vir- 
tually endless. 

Krouse  would  very  much  like  to  get 
into  the  money-order  business.  "I  can 
make  a  money  order  for  a  dime,"  he| 
says.  "I  can  make  a  100%  profit  prO' 
viding  it  for  20  cents,  while  somi 
banks  charge  $3  or  $5." 

"I  hope  to  be  the  provider  of  finan'j 
cial  services  to  low-income  Ameri 
ca,"  adds  Krouse.  "And  I'm  just  stub 
bom  enough  to  do  it."  ■ 
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GERMAN  PERFORMANCE  YOU  CAN  BE  COMFGRTABLI  WITH. 

id  from  Germany  for  setect  Lincotn-Mercury  dealers. 


HOW  WE  SEE  THE 
1AX  REFORM  PROBLEM. 


It's  not  the  first  bump  in  the  road.  And  it's  certainly 
not  the  last. 

At  the  CIGNA  companies,  our  financial  planning 
doesn't  begin  or  end  with  the  most  recent  changes 
in  the  tax  law  Not  because  we  think  they're  insignifi- 
cant. But  becovjse  we  know  they  must  be  looked  at 
in  the  context  cf  an  entire  financial  plan. 
A  long-term  pian. 

A  plan  the  s  a.->signed  not  only  for  today.  But  also 
for  many  yeai  >  -^  wn  the  road  from  today. 
Which  is  why  I'     ore  we  look  at  possible  solutions. 
'  at  you.  'I    ur  present  needs.  And  your 
:  'jl:.  BecoL.  e  we  know  it's  only  then  that  we 
•^  rpriine  whether  your  needs  require  asset 


accumulation,  tax  planning,  fringe  benefit  planning, 
business  continuity  or  estate  planning. 

And  because  we  work  with  you  and  your  advisors, 
we're  able  to  map  out  a  plan  that  works  for  your  par- 
ticular needs. 

To  find  out  how  our  approach  to  financial  planning 
could  benefit  you,  please  write  us  at  CIGNA  Compa- 
nies, Department  R13,  One  Logon  Square,  Philadelphia, 
Pennsylvania  19103. 

Financial  planning  that  takes  into  account  all  of 
life's  little  ups  and  downs. 

It's  just  one  more  example 
of  CIGNA's  commitment  to 
personalized  service. 


CIGNA 


Does  arbitration  protect  investors  against 
raw  deals  from  stockbrokers?  Not  neces- 
sarily. So  what  does  the  investor  do  to  keep 
himself  out  of  trouble? 


It's  rough 
out  there 


By  Jonathan  Clements 


WELCOME  TO  arbitration,  bro- 
kerage-industry-style. 
Most  brokers  ask  custom- 
ers to  sign  agreements  sending  dis- 
putes to  arbitration,  thereby  eliminat- 
ing aggrieved  customers'  rights  to  jury 
trials  and  curtailing  the  chances  for 
punitive  damages  and  appeals.  The 
deal  is  supposed  to  work  both  w^ays: 
You  agree  to  accept  the  results  of  the 
arbitration,  and  so  does  the  broker.  Or 
so  Richard  Jacobson  thought. 

Jacobson  v/as  avs^arded  $2  million 
by  a  Newf  York  Stock  Exchange  arbi- 
tration panel  in  his  complaint  against 
discount  broker  Quick  &  Reilly.  "It 
wasn't  that  I  won  $2  million,"  snorts 
Jacobson,  "it  was  that  I  got  back  $2 
million  that  I  should  have  had  in  the 
first  place."  So  far,  however,  Jacobson 
hasn't  even  got  that.  Quick  &  Reilly 
is  hanging  on  to  Jacobson's  money 
while  it  appeals  the  case  in  court. 

Jacobson's  problems  began  on  Oct. 
20,  1987,  when  he  got  a  margin  call 
from  Quick  &.  Reilly.  Jacobson  agreed 
to  send  a  personal  check  and  securi- 
ties worth  $2.7  million,  but  Quick  & 
Reilly  sold  his  portfolio  anyway,  at 
distress  prices.  Jacobson,  miffed,  took 
the  case  to  arbitration. 

It's  no  surprise  that  investors  think 
the  current  system  is  stacked  against 
them.  Under  New  York  Stock  Ex- 
change rules,  three  arbitrators  are  se- 
lected by  the  exchange,  one  from  Wall 
Street  and  two  ostensibly  from  the 
"general  public."  The  customer  has  a 
very  limited  right  to  veto  panelists 
with  ties  to  the  brokerage  industry. 

The  New  York   Stock   Exchange, 

[  conceding  that   there   are  problems 

I  with  the  process,  is  proposing  that 

arbitration  awards  be  publicized  and 

that  accountants  or  lav^ryers  who  do 


significant  work  for  the  securities  in- 
dustry serve  as  "industry,"  rather 
than  "public,"  arbitrators. 

Arbitration  is  meant  to  provide 
cheap  and  quick  settlements  that  can 
rarely  be  challenged  in  court.  But  in 
the  Jacobson  case,  it  was  Quick  &. 
Reilly  that  rejected  the  arbitration 
panel's  unanimous  decision  and 
sought  court  settlement  instead.  Les- 
lie Quick  III  insists  that  the  firm  had 
every  right  to  liquidate  an  account 
with  inadequate  collateral.  Thus  far, 
Jacobson  has  shelled  out  $150,000  for 


-7  ft^^       i    *-^    .J 

lawyers  and  expert  witnesses — with 
no  end  in  sight.  So  much  for  cheap 
and  quick  settlements. 

So  what  should  an  investor  do  to 
avoid  situations  that  can  lead  to 
losses  beyond  his  or  her  control? 
•  If  the  customer's  agreement  in- 
cludes a  clause  on  arbitration,  the  in- 
vestor should  insist  on  adding  to  the 
clause  the  provision  that  any  disputes 
be  taken  before  the  American  Arbitra- 
tion Association,  an  independent  dis- 
pute resolution  service  that  gives 
both  parties  much  greater  freedom  to 
veto  arbiters  with  an  apparent  bias. 


•  Don't  go  off  on  vacation  and  leave 
behind  margined  or  naked  option  po- 
sitions. Dallas  investor  M.K.  (Pete) 
Peterson  made  that  mistake.  He  start- 
ed out  with  a  52,000-share  position  in 
Sun  Oil,  then  wrote  520  call  options 
against  the  position,  a  fairly  conserva- 
tive strategy.  But  as  Sun  rose,  in  early 
1987,  the  call  position  lost  money. 
Peterson  says  his  broker,  Richard  Juba 
of  Dallas-based  Rauscher  Pierce 
Refsnes,  persuaded  him  in  April  1987 
to  write  520  puts  on  Sun,  in  hopes  of 
recovering  the  losses  on  the  calls.  "He 
called  that  a  straddle,"  says  Peterson. 
"All  I  know  about  straddling  is  how  to 
straddle  a  horse."  In  fact,  it  was  a  very 
risky  move,  in  no  way  a  hedge  of  the 
existing  positions. 

Peterson  nervously  sat  on  the  puts 
until  late  September,  when  he  left  for 
a  holiday  in  northern  Michigan.  Be- 
fore leaving,  he  claims,  he  asked  Juba 
to  close  out  his  puts.  The  naked  put 
position  was  never  covered,  and  Pe- 
terson was  still  wrangling  with 
Rauscher  Pierce  when  Oct.  19  rolled 
around.  His  estimated  losses:  $1.5 
million.  Responds  Rauscher  Pierce's 
lawyer  Bruce  Collins:  "He  knew  ex- 
actly what  he  was  doing." 

If  you  are  going  to  be  incommunica- 
do, even  for  a  few  days,  make  sure  you 
have  enough  collateral  in  your  ac- 
count to  cover  even  the  most  dire 
events — something  like  Oct.  19.  If 
you  choose  to  be  margined  to  the  hilt, 
then  stick  close  to  your  telephone. 

•  Think  twice  and  then  thrice  before 
giving  a  broker  discretionary  trading 
power  over  your  account.  Brokers  are 
paid  out  of  commissions,  a  powerful 
temptation  to  trade.  If  you  want  to 
sign  over  management  of  your  money 
to  someone  else,  why  not  use  a  no- 
load  mutual  fund?  It  won't  have  any 
incentive  to  chum. 

•  If  your  broker  entangles  you  in  an 
investment  you  don't  understand  or 
don't  want,  sell  out  immediately  or 
insert  stop  orders  to  limit  losses. 
"Once  you  are  on  notice  of  a  problem, 
any  losses  after  that  point  are  your 
losses,"  says  Orlando,  Fla.  lawyer 
Robert  Dyer. 

•  If  you  spot  any  mistakes  on  your 
monthly  statements  or  confirmation 
slips,  write  to  your  broker  immediate- 
ly, advises  New  York  City  law^yer 
Theodore  Eppenstein.  Often  these 
statements  are  deemed  correct  unless 
customers  speak  up  within  a  specified 
period  of  time,  typically  14  days. 

Moral:  Know  your  rights  and  stand 
up  for  them,  but  remember,  it's  a  rare 
brokerage  account  that  gets  into  trou- 
ble without  a  fair  amount  of  sloppi- 
ness  or  naivete  on  the  customer's 
part.  ■ 


FORBES,  DECEMBER  26,  1988 


85 


L 


86 


v  (jijoisohj!  in  tm  niuitown  Manlxittan  office 
•  /  wisdom,  indepenaence  and  an  aversion  to  the  quick  buck. 


FORBES,  DECEMBER  26,  191 


In  a  financial  world  where  the  fast 
buck  rules  and  todays  trusted 
counselor  is  tomorrow's  enemy,  the 
urbane  fames  Wolfensohn  remains 
above  the  fray.  He's  one  of  Wall 
Street's  real  class  acts. 


When 
Wolfensohn  talks, 

big  business 
listens-carefuUy 


By  Edwin  A.  Finn  Jr. 


CIGARETTE  AND  SCOTCH  IN  HAND,  Leonard  Bern- 
stein is  relaxing  in  his  dressing  room  at  Carnegie 
Hall,  drained  by  a  performance  of  Mahler's  Sixth. 
Suddenly,  over  the  heads  of  the  20-odd  admirers 
gathered  around  him,  Bernstein  shouts:  "Look, 
it's  my  favorite  groupie!" 

A  bit  embarrassed  at  the  label,  James  D.  Wolfensohn — 
55,  silver-haired  and  slightly  portly  rn  black  dinner  jack- 
et— bounds  across  the  room  to  congratulate  Bernstein. 
Finance  is  Wolfensohn's  business,  but  classical  music  is 
his  passion.  In  one  w^eek  in  November  he  follow^ed  Bern- 
stein from  New  York  to  Washington  and  back  to  New 
York  again,  eager  each  night  to  watch  him  conduct  the 
Vienna  Philharmonic.  Putting  his  money  and  time  where 
his  heart  lies,  Wolfensohn  led  the  recent  campaign  to  raise 
$60  million  to  refurbish  Manhattan's  Carnegie  Hall. 

You  don't  read  about  Jim  Wolfensohn  in  the  gossips  or  in 
People  magazine.  Celebritydom  is  not  his  style.  But  where 
it  counts,  he's  known — well  known.  If  he  isn't  hobnobbing 
with  stars  such  as  Bernstein  or  Placido  Domingo,  he  might 
be  fly-fishing  in  Alaska  with  Senator  Edward  Kennedy  or 
accompanying  David  Rockefeller  on  a  helicopter  trip  into 
Venezuela's  jungle. 

As  the  president  of  James  D.  Wolfensohn  Inc.,  he's 
equally  well  known  in  the  top  circles  of  international 
business.  Wolfensohn  spends  many  of  his  working  hours 
quietly  advising  the  heads  of  the  world's  largest  compa- 
nies: James  Robinson  EI  of  American  Express,  Donald 
Petersen  of  Ford  Motor,  Edzard  Renter  of  Daimler-Benz,  to 
name  a  few.  What  do  all  of  them  see  in  Wolfensohn? 
Worldly  wisdom  and  independence. 

"In  this  day  and  age  of  greedy  investment  bankers,  Jim 
Wolfensohn  is  a  man  who  values  long-term  relationships 
with  his  clients  over  making  a  quick  buck,"  says  W. 
Michael  Blumenthal,  chairman  of  Unisys  Corp.  and  a 
Wolfensohn  client.  "It's  very  important  for  a  chief  execu- 
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tive  to  have  someone  outside  his  own  bureaucracy  to 
sound  out  ideas  with." 

"Jim  Wolfensohn  is  very  much  of  the  1990s,"  adds 
American  Express  Chairman  Robinson.  "He  combines  the 
old-world  banking  tradition  of  confidentiality  and  rela- 
tionships with  a  modem-day  knowledge  of  currency  mar- 
kets, stock  markets,  geopolitical  trends  and  government 
leaders  all  around  the  world." 

Little  wonder  that  when  retiring  Federal  Reserve  Chair- 
man Paul  Volcker  was  sifting  offers  for  a  new  career  on 
Wall  Street,  it  was  Jim  Wolfensohn's  offer  that  won  him. 
Volcker  is  now  chairman  at  James  D.  Wolfensohn  Inc.  (see 
box,  below). 

In  a  profession  where  the  pursuit  of  money  for  its  own 
sake  is  an  obsession  for  many  leading  figures,  Wolfensohn 
retains  an  almost  old-fashioned  public-spiritedness,  a  will- 
ingness to  give  freely  of  both  time  and  money  for  worthy 
causes.  He  serves  on  the  boards  of  prestigious  nonprofit 
groups  like  the  Institute  for  Advanced  Studies  at  Prince- 
ton, New  York's  Metropolitan  Opera  and  the  Howard 
Hughes  Medical  Institute.  It  is  almost  ironic  that  these 
nonmoneymaking  activities  contribute  heavily  to  his 
mystique  and  to  his  professional  success.  Wolfensohn  has 
met  dozens  of  powerful  chief  executives  while  serving  on 
nonprofit  boards  over  the  past  15  years.  So  when  these 
corporate  chieftains  come  to  James  D.  Wolfensohn  Inc., 
they  feel  they  are  getting  counsel  from  a  peer,  not  some 
money-lusting  investment  banker  eager  to  make  a  fat  fee 
and  walk  away. 

"I  didn't  jom  these  boards  for  business  reasons,  I  joined 
out  of  genuine  interest  in  the  work  they  were  doing,"  says 


Wolfensohn,  with  only  a  faint  trace  of  an  accent  from  his 
native  Australia.  "The  relationships  that  developed  were 
really  an  unexpected  benefit."  His  life,  he  is  saying,  is  all  of 
a  piece.  In  addition  to  devoting  his  time  to  nonprofit 
organizations,  Wolfensohn  donates  20%  of  his  firm's  prof- 
its to  charity. 

After  a  stellar  30-year  career  as  a  banker,  adviser  and 
fundraiser  on  three  continents,  Wolfensohn  has  reached  a 
time  of  reflection,  a  time  for  change  in  both  his  personal 
life  and  his  firm.  In  a  rare  series  of  interviews,  Wolfensohn 
opened  up  to  Forbes,  offering  a  glimpse  at  counseling  the 
corporate  elite,  as  well  as  his  views  on  America  and  its  role 
in  the  world  economy,  on  the  big  deals  being  done  on  Wall 
Street  and  on  the  benefits  of  devoting  time  to  nonprofit 
organizations. 

Wolfensohn  left  his  partnership  position  at  Salomon 
Brothers  in  1981  to  start  his  own  firm.  His  goal  was  to  get 
back  to  the  traditional  role  of  investment  banking  as  it  has 
been  practiced  in  Europe  for  centuries — keep  a  short  list  of 
clients  and  stand  by  them,  year  in  and  year  out.  Thanks  to 
the  estimated  $10  million  he  received  when  Phibro  Corp. 
bought  Salomon  just  before  he  left,  he  no  longer  felt  urgent 
pressure  to  make  a  lot  of  money  fast.  "Having  been  born 
with  few  resources,  I  finally  felt  I  had  met  a  goal  of 
financial  security,"  he  says,  puffing  on  a  cigar  in  his 
modem  headquarters  in  midtown  Manhattan.  "I  wanted 
to  work  in  an  environment  where  I  could  take  a  cello 
lesson  in  my  office  in  the  afternoon  without  feeling  inhib- 
ited, or  if  I  wanted  to  spend  my  time  on  some  nonbusiness 
activity,  I  could." 

The  backbone  of  Wolfensohn's  relationship  with  his  15 


Down  from  the  mountain 


Paul  Volcker  made  $89,500  a 
year  as  chairman  of  the  Federal 
Reserve  Board — one  of  the  most 
visible  jobs  in  the  world.  As  chair- 
man of  James  D.  Wolfensohn 
Inc. — one  of  the  least  visible — he 
now  probably  cams  a  good  deal 
more  than  ten  times  that.  But  his 
spending  habits  haven't  changed 
much.  When  he  goes  out  to  Prince- 
ton to  teach  a  course  two  days  a 
week,  he  rides  in  a  chauffeur-driv- 
en sedan.  But  he  hasn't  started  buy- 
ing his  suits  on  Savilc  Row,  and  he 
still  lives  with  his  wife,  Barbara,  in 
the  same  cooperative  apartment  on 
Manhattan's  Upper  East  Side  that 
they  have  had  for  14  years.  He  can't 
even  move  up  from  his  trademark 
El  Cheapo  cigars — he  quit  smoking 
last  year  The  main  difference," 
says  Volcker,  "is  that,  instead  of 
wastmg  aw.iv  my  assets,  I'll  be  add- 
ing to  them    I  hope." 

How  would  Volcker  compare  in- 
vestment banking  with  running 
the  Fed'  "I  was  surprised  at  the 
speed  at  which  decisions  get  made 
;:i  this  business,"  he  says.  "You 


don't  have  the  laborious  analytic 
effort  you  have  at  the  Federal  Re- 
serve. And  while  the  decisions  are 
crucially  important  to  the  compa- 
nies involved,  they  don't  have  the 
same  national  and  international 
implications." 

Another  change:  Volcker  is 
spending  a  lot  more  time  on 
planes.  As  a  newly  named  director 
of  Nestle  in  Switzerland  and  Impe- 
rial Chemical  Industries  in  Britain, 
he  travels  regularly  to  board  meet- 
ings. Also,  he  has  flown  around  the 
world  introducing  himself  to  Wol- 
fensohn clients.  He  briefs  them  on 
his  views  on  the  world  economy, 
though  his  main  job  at  Wolfensohn 
will  be  to  help  clients  plot  strategy. 

Even  as  Volcker  makes  the  tran- 
sition, he  can't  help  but  keep  an 
eye  on  his  old  turf.  He's  worried 
that  junk  bonds,  bridge  loans  and 
leveraged  buyouts  could  bring 
down  a  major  bank  or  brokerage 
house  at  some  point.  He's  as  con- 
cerned about  the  budget  deficit  as 
he  was  when  he  regularly  testified 
to  that  effect  before  Congress. 


I'ciul  Volcker  uith  Wolfensohn 
More  money  to  spend,  but 
more  time  on  airplanes,  too. 
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to  20  corporate  clients  is  a  strategic  advisory  service — 
annual  retainer  fee,  $250,000.  Essentially,  that's  what  it 
costs  for  the  privilege  of  getting  Wolfensohn  on  the  tele- 
phone v^^hen  you  have  a  problem  or  need  advice.  In  addi- 
tion, when  mergers  and  acquisitions  arise,  these  clients 
usually  throw  the  business  to  Wolfensohn,  who  works 
with  a  staff  of  about  65:  6  to  8  senior  associates,  about  25 
other  professionals  and  30  support  staff.  The  money  from 
the  retainers  pays  the  rent;  the  merger  and  acquisition 
work,  of  course,  is  where  the  big  money  is  made.  The 
hrm's  biggest  merger  to  date  was  the  $4.8  billion  union  of 
Sperry  and  Burroughs  that  formed  Unisys  Corp.  in  1986. 
Wolfensohn's  fee  for  comanaging  that  transaction  totaled 
about  $4.25  million.  That's  small  change  in  comparison 
with  the  fees  pouring  into  Drexel  and  First  Boston  and 
Merrill  Lynch  and  the  others  these  days,  but  then  Wolfen- 
sohn's is  a  far  smaller  firm.  Overall,  James  D.  Wolfensohn 
[nc.  has  handled  more  than  30  transactions  worth  more 
than  $15  billion,  for  total  fee  income  that  Forbes  esti- 
mates at  close  to  $80  million. 

Wolfensohn's  firm  differs  from  most  other  U.S.  invest- 
nent  banks  in  two  key  ways.  First,  Wolfensohn's  continu- 
jig  relationship  with  clients  enables  him  to  evaluate  deals 
mih  full  knowledge  of  a  client's  grand  strategy  and  no 
pressure  to  do  a  deal  just  for  the  fee.  As  often  as  not, 
A'olfensohn  will  advise  against  doing  a  deal,  for  strategic 
easons.  Second,  Wolfensohn  is  committed  to  remain  an 
igent,  not  a  participant,  in  deals.  That  means  he  doesn't 
:ompete  with  his  clients. 

"When  you  deal  with  Wolfensohn,  you  know  he's  not 
;oing  to  put  you  in  play,"  says  Unisys'  Blumenthal.  In- 


deed, by  limiting  himself  to  a  handful  of  clients,  Wolfen- 
sohn makes  it  unlikely  that  he  will  be  caught  in  a  conflict 
of  interest  between  two  rival  companies.  That  can't  al- 
ways be  said  of  other  investment  banking  firms,  which  tend 
to  look  for  the  most  lucrative  takeovers,  popping  up  as  a 
company's  ally  in  one  deal,  its  adversary  in  the  next. 

What  you  can  expect  from  Jim  Wolfensohn  is  frank 
opinions.  Sometimes  this  doesn't  go  down  too  well.  It 
apparently  didn't  with  Laurence  Tisch,  chairman  of  Loews 
and  of  CBS.  As  a  CBS  director,  Wolfensohn  introduced  his 
tennis  partner,  Larry  Tisch,  to  the  CBS  board  in  1986. 
Tisch  later  seized  control  of  CBS  and  sold  off  its  record  and 
magazine  properties.  But  Tisch  became  angry  when  Wolf- 
ensohn objected  to  the  spinoffs.  Who  was  right?  The 
magazines  that  Tisch  sold  off  to  Peter  Diamandis  and 
Prudential  Insurance  Co.  last  year  for  $650  million  were 
resold  within  six  months  for  an  estimated  $1  billion — a 
profit  of  more  than  $300  million. 

Because  he's  no  yes-man — a  consultant  who  figures  out 
what  the  client  wants  to  hear  and  then  feeds  it  back. 
Wolfensohn's  very  independence  brings  in  business.  As 
more  investment  bankers  become  principals  in  takeovers, 
chief  executives  are  getting  worried:  By  opening  up  to  their 
investment  bankers,  are  they  letting  a  Trojan  horse  into 
the  boardroom?  Says  Wolfensohn,  "As  industrial  compa- 
nies see  these  big  financial  houses  like  Merrill  Lynch  or 
Shearson  or  Morgan  becoming  either  their  competitor  or 
their  partner  in  these  huge  deals,  getting  independent 
assessments  becomes  more  important."  A  case  in  point  is 
Ford's  Petersen:  "Jim  Wolfensohn's  independence  gives 
me  a  feeling  of  assurance  that  I'm  getting  an  objective 
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"Whether  you  blame  the  budget 
deficit  on  the  tax  cuts  of  the  early 
1980s  or  on  too  much  spending,  it's 
inappropriate  to  run  such  large  def- 
icits for  so  long,"  he  says.  "It's  one 
thing  if  you  are  in  the  early  stages 
of  a  recovery,  but  it  is  another 
thing  to  run  these  deficits  after  six 
years  of  expansion." 

If  the  government  clamps  down 
on  spending  increases,  Volcker 
feels,  it  may  be  able  to  reduce  the 
deficit  by  increasing  a  variety  of 
small  taxes,  such  as  those  on  gaso- 
line, tobacco  or  alcohol.  More  like- 
ly, he  says,  government  spending 
will  keep  rising  and  a  broader  tax 
increase  will  be  needed,  perhaps 
even  a  national  consumption  tax. 
As  for  income  taxes,  Volcker 
thinks  people  would  just  as  soon 
leave  them  as  they  are. 

The  economy?  "If  we  do  things 
right,  I  think  we  could  keep  this 
expansion  going  for  a  good  long 
time,"  he  says.  "But  we're  going  to 
have  to  continue  to  move  from  a 
consumption-led  expansion  to  an 
export-led  expansion."  He  worries 


that  our  low  national  savings  rate 
may  make  continued  export 
growth  difficult  because  it  limits 
investment  in  productive  capacity. 
"On  top  of  that,"  he  says,  "con- 
sumption hasn't  slowed  nearly  as 
much  as  it  should." 

If  the  U.S.  doesn't  do  something 
to  curb  its  budget  deficit  soon,  in- 
terest rates  could  jump  further,  and 
the  economy  might  slide  into  re- 
cession. Says  Volcker,  "I  think  the 
markets  are  getting  a  little  taste  of 
that  already  as  people  are  getting 
nervous  that  nothing  is  going  to  be 
done  about  the  deficit." 

Volcker  has  no  plans  to  return 
to  government,  but  he  clearly 
wants  to  keep  his  hand  in  public 
policy  debates.  He  is  completing  a 
report  on  how  to  keep  talented 
people  in  government.  On  top  of 
that,  his  20  students  at  Prince- 
ton's Woodrow  Wilson  School  of 
Public  and  International  Affairs 
will  soon  hand  in  their  term  pa- 
pers for  the  semester.  The  topic? 
How  to  reform  the  ailing  federal 
deposit  insurance  system.— E.A.F. 
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opinion,"  of  potential  takeover  targets  or  spinoffs. 

The  megadeals  are  already  driving  new  clients  to  Wolf- 
ensohn.  Newmont  Mining,  for  example,  recently  turned  to 
Wolfensohn  because  Lazard  Freres,  w^hich  Newmont  had 
used  as  an  investment  banker  previously,  was  helping  to 
finance  Minorco's  $3.4  billion  hostile  bid  for  Britain's 
Consolidated  Gold  Fields,  which  owns  49%  of  Newmont. 
Says  Gordon  Parker,  chairman  of  Newmont,  "We  were  of  a 
mind  to  use  Lazard,  but  they  were  already  advising  Min- 
orco.  We  decided  to  go  with  Jim  Wolfensohn,  and  he's  done 
a  first-class  job." 

Wolfensohn  himself  feels  the  megamerger  fever  is  likely 
to  cool  soon.  He's  not  sure  what  will  precipitate  the 
slowdown.  Maybe  the  economy  will  slump,  maybe  a  big 
deal  will  fall  apart,  or  maybe  government  regulation  will 
force  a  slowdown.  But  something  will  happen  fairly  soon. 
"This  whole  thing  has  gone  beyond  the  cleanup  stage, 
where  we  had  inefficiencies  that  had  to  be  shaken  out  of 
the  system,  where  there  was  a 
real  business  rationale  and  na- 
tional purpose  for  takeovers," 
Wolfensohn  says.  "Some  of 
these  deals  that  are  being  exe- 
cuted today  are  being  driven  by 
speculation." 

If  there  is  a  shakeout  ahead, 
Wolfensohn  sees  opportunity. 
He'll  move  in  and  help  clean  up 
the  mess  others  created  in  their 
hunger  for  fees  and  participa- 
tions. Already  his  firm  has  ar- 
ranged a  quiet  debt  restructur- 
ing for  loss-ridden  Emery  Air 
Freight  Corp.  He  expects  more 
to  follow. 

Wolfensohn  came  up  the  hard 
way.  His  father  dropped  out  of 
City  of  London  College  in  En- 
gland, helped  form  the  Jewish 
Brigade  of  the  British  army  and 
served  in  Palestine  during 
World  War  I.  The  elder  Wolfen- 
sohn had  little  luck  in  business 
after  the  war,  so  he  moved  with 
his  wife  to  Australia.  Once 
there,  the  Wolfcnsohns  helped 
resettle  the  flood  of  Jews  arriv- 
ing from  Europe  before  World  War  II. 

Later,  as  a  consultant  to  small  businesses  in  Australia, 
the  elder  Wolfensohn  had  only  marginal  success.  "My 
family  never  had  much  money,  but  in  Australia  you  didn't 
need  much  money,"  recalls  Jim  Wolfensohn.  "You  could 
join  the  local  tennis  club  for  $5  a  year,  and  tuition  and 
books  for  school  cost  only  $50."  That  casual  Australian 
attitude  toward  money  has  never  quite  left  Jim  Wolfen- 
sohn, making  it  easier  for  him  to  stand  aloof  when  fast- 
money  fever  sweeps  Wall  Street. 

Wolfensohn  graduated  from  law  school  in  Australia  in 
1956  and  from  Harvard  Business  School  in  1959.  He  later 
returned  to  Sydney  to  work  at  the  merchant  bank  Darling 
&  Co.,  then  partly  owned  by  Britain's  prestigious 
Schroders  banking  group.  Wolfensohn  quickly  demon- 
strated a  sharp  mind  and  an  ease  in  dealing  with  clients. 
These  talents  were  soon  spotted  by  Schroders  Chairman 
Gordon  Richardson,  who  later  betime  governor  of  the 
Bank  of  England. 

In  1967  Wolfensohn  was  named  a  director  of  Schroders' 


VC^olfetwiohn  rehearsing  with  his  jnciul 
Isaac  Stent  for  a  Carnej^ie  Nail  f^ala 
"You  have  to  grasp  opporttuiities. 


merchant  bank  in  London  and  took  charge  of  its  interna- 
tional operations,  spending  much  of  his  time  developing 
U.S.  business.  Wolfensohn  developed  a  reputation  as  a 
leader  who  persuaded  rather  than  commanded.  Win  Bi- 
schoff,  currently  chief  executive  of  the  Schroders  group, 
recalls  the  Saturday  golf  match  in  1970  when  Wolfensohn 
tried  to  convince  Bischoff  to  leave  London  and  open  up  a 
Schroders  operation  in  Hong  Kong.  "I  wanted  no  part  of 
it,"  says  Bischoff.  "Jim  didn't  argue,  but  he  gave  me  Her- 
man Kahn's  book  We  Year  2000,  which  said  by  the  turn  of 
the  century  Japan  would  have  a  per  capita  GNP  equal  to 
the  U.S.'  and  that  Asia  would  be  the  world's  fastest- 
growing  region."  Within  a  week  Bischoff  decided  to  go  to 
Hong  Kong.  He  remained  there  for  12  successful  years 
before  returning  to  Schroders  in  London. 

In  1975  Jim  Wolfensohn  was  named  chief  executive  of 
Schroders,  a  stunning  accomplishment  for  a  non-English- 
man.   Wolfensohn    won't    comment    on    why    he    left 

Schroders  two  years  later,  but 
people  in  the  know  say  his  de- 
parture was  triggered  by  the 
most  bitter  disappointment  of 
his  career.  Wolfensohn  appar- 
ently felt  he  was  entitled  to  the 
chairmanship  in  addition  to  the 
chief  executive's  spot.  But 
Schroders  directors  balked.  Did 
they  oppose  Wolfensohn  be- 
cause he  was  young  (42  years 
old)?  Or  because  he  was  an  Aus- 
sie and  Jewish?  We  don't  know, 
but  we  do  know  that  the  direc- 
tors chose  instead  a  more  tradi- 
tional candidate,  the  Earl  of  Air- 
lie.  Schroders'  loss  was  Salo- 
mon's gain. 

Wolfensohn  left  in  1977  for 
Salomon  Brothers  in  New  York, 
clearly  a  change  in  corporate 
culture.  "At  Salomon,  people 
would  be  on  their  second  cigar 
by  9:30  in  the  morning,  while  at 
Schroders  you  might  be  just 
coming  in  to  tea  served  on  a 
silver  tray,"  he  recalls.  Wolfen- 
sohn felt  quickly  at  home  in  the 
more  intense  atmosphere.  He 
worked  long  hours  at  Salomon,  greatly  expanded  the  firm's 
corporate  finance  department  and,  in  perhaps  the  most 
outstanding  accomplishment  of  his  career,  arranged  the  $3 
billion  Chrysler  bailout. 

When  Wolfensohn  left  Salomon  in  1981,  just  as  the  firm 
was  bought  by  Phibro,  he  was  finally,  if  not  superrich, 
independently  wealthy.  He  could  now  do  exactly  what  he 
wanted,  which  was  to  be  an  investment  banker  of  the  old 
school,  while  devoting  as  much  time  as  he  wished  to 
music  and  nonprofit  activities. 

Wolfensohn  is  an  unusual  mixture  of  sophistication  and 
Down  Under  openness,  the  latter  a  product  of  his  Austra- 
lian upbringing,  the  former  traceable  in  part  to  one  of  his 
mentors  in  London,  the  legendary  investment  banker  Sir 
Siegmund  Warburg.  Although  Wolfensohn  never  worked 
for  Warburg,  the  two  had  a  close  relationship,  with  War- 
burg helping  the  young  Australian  work  his  way  into 
London's  close-knit  banking  community.  Shared  cultural 
interests  strengthened  the  bond  between  the  younger  and 
the  older  man.  Warburg  would  urge  Wolfensohn  to  delve 
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into  European  literature.  Wolfensohn  would  suggest  sym- 
phonies for  Warburg  to  listen  to.  The  two  remained  friends 
until  Warburg's  death  m  1982. 

Beneath  Wolfensohn's  friendly  but  urbane  exterior  is  a 
reservoir  of  driving  ambition.  He  took  up  fencing  at  the  age 
of  18  after  being  asked  by  a  group  of  three  fencers  who 
needed  a  fourth  to  compete  in  a  tournament.  Within  five 
years  he  became  runner-up  to  Australia's  national  champi- 
on and  represented  his  country  in  the  1956  Olympic 
Games  in  Melbourne.  In  the  1970s  Wolfensohn  began 
taking  cello  lessons  from  his  friend,  world-renowned  cel- 
list Jacqueline  Du  Pre,  partly  to  convince  Du  Pre  that  she 
could  teach  even  though  she  had  been  afflicted  with  multi- 
ple sclerosis. 

For  years  Wolfensohn  would  fly  back  and  forth  from 
London  to  New  York  with  his  cello  at  his  side,  always 
ready  to  practice  in  his  off-hours.  Says  one  of  his  London 
friends,  "At  that  point  Jim  couldn't  afford  to  have  a  cello  in 
both  places."  Wolfensohn  promised  Du  Pre  he  would  play 
a  concert  someday,  and  on  his  50th  birthday  he  did,  in 
Carnegie  Hall,  accompanied  by  his  daughter  Sara,  who  is  a 
concert  pianist,  violinist  Isaac  Stern  and  pianists  Daniel 
Barenboim  and  Vladimir  Ashkenazy.  Says  Wolfensohn, 
"Neither  fencing  nor  cello 
was  planned,  but  they  pre- 
sented themselves  as  op- 
portunities, and  I  feel  that 
when  opportunities  pre- 
sent themselves,  you  have 
to  grasp  them." 

Wolfensohn  became  an 
American  citizen  in  1980 
and  has  great  admiration 
for  his  adopted  country: 
"Where  else  in  the  world 
could  an  outsider  like  me 
get  the  opportunities  I've 
had?"  But  today  he  sees  a 
threat  to  the  U.S.  in  Wash- 
ington's fiscal  mess,  spe- 
cifically the  budget  deficit. 
"President-elect  Bush  will 
have  to  show  self-disci- 
pline  and   leadership   on 
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The  challenge  will  be  to  keep  the  Wo^ensohn  touch. 
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this  issue  if  he  is  going  to  carry  the  second  electorate  in  this 
country,"  says  Wolfenson.  "The  first  electorate  has  already 
voted.  But  it  is  the  second  electorate — the  foreign  owners  of 
U.S.  debt — who  can  still  have  a  tremendous  impact.  We 
ought  to  put  our  economic  house  in  order  for  our  own  sake. 
But  if  we  don't,  there  is  aheadmaster  out  there  who  can  come 
in  and  cane  us." 

Captains  of  foreign  industry  are  still  much  interested  in 
investing  in  the  U.S.,  Wolfensohn  says,  largely  because  the 
dollar  is  so  low.  He  is  now  helping  a  middle-size  European 
chemical  manufacturer  set  up  an  operation  in  the  U.S.  to 
make  products  for  the  American  market  and  to  export 
back  across  the  Atlantic.  But  Europeans  have  plenty  to 
keep  them  busy  in  their  own  backyard  these  days.  "Every 
European  executive  I  talk  to  has  at  least  half  his  mind  on 
1992  [when  Europe  is  planning  to  move  toward  a  unified 
market),  particularly  on  manufacturing  opportunities  in 
Spain  and  Portugal."  In  fact,  Wolfensohn  may  soon  open 
an  office  in  Europe  to  cash  in  on  this  budding  expansion 
and  acquisition  movement. 

Wolfensohn  may  also  expand  in  Asia.  He  isn't  sure 
whether  Japan's  world  financial  dominance  will  continue 
for  decades,  but  he  is  convinced  that  the  country  will 
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remain  the  power  center  at  least  of  Asia.  With  that  in 
mind,  he  is  considering  a  joint  venture  in  Tokyo  with  a 
Japanese  financial  institution.  The  goal:  to  find  invest- 
ment opportunities  for  the  Japanese  in  the  U.S.  as  well  as 
in  Europe. 

Wolfensohn's  business  has  grown  much  faster  than  he 
ever  expected.  As  of  Jan.  1,  he  is  planning  to  take  on  two 
more  senior  associates  and  make  his  firm  into  a  partner- 
ship. "My  top  half-dozen  people  are  already  paid  like 
partners,  and  they  act  like  partners,  but  this  will  make 
them  owners,"  he  says.  Wolfensohn  owned  the  entire 
business  until  March  of  this  year,  when  he  took  on  Paul 
Volcker  to  be  the  firm's  chairman  and  a  part  owner.  It  is 
expected  that  Wolfensohn  will  hand  out  ownership  stakes 
to  about  six  senior  staff  members  on  Jan.  1,  leaving  himself 
with  more  than  50%  of  the  business. 

With  the  change  to  a  partnership,  Wolfensohn  hopes  to 
cut  back  on  his  travel  schedule.  He  wants  to  spend  more 
time  in  New  York  and  at  a  home  famed  architect  Cesar 
Pelli  is  designing  for  Wolfensohn  and  his  wife,  Elaine,  near 
Jackson  Hole,  Wyo.  It  is  easy  to  see  why.  After  traveling 
about  150,000  miles  a  year  for  25  years,  Wolfensohn  has 
spent  nearly  a  year  of  his  life  in  planes,  all  in  the  name  of 

doing  business  and  devel- 
oping contacts  around  the 
world.  Now  he  hopes 
more  of  his  trips  will  be 
taken  to  see  his  daughter 
Sara,  25,  play  at  symphon- 
ic concerts,  and  to  get 
away  with  his  wife  and 
his  other  two  children, 
Naomi,  23,  who  writes 
children's  books  and 
works  with  handicapped 
children,  and  Adam,  18, 
who  composes  synthe- 
sized music  and  studies 
physics  at  Princeton. 

The  challenge  for  the 
new  partnership  will  be  to 
maintain  the  Wolfensohn 
touch.  One  of  the  few  cli- 
ents that  dropped  Wolfen- 


sohn as  an  adviser,  the  government  of  Singapore,  did  so 
because  Prime  Minister  Lee  Kuan  Yew  felt  Wolfensohn 
himself  wasn't  able  to  visit  Singapore  enough.  But  over  the 
past  few  years,  a  system  has  evolved:  Wolfensohn  meets 
with  the  top  man  in  a  client  firm,  and  Wolfensohn's 
associates  carry  out  the  more  routine  work.  Says  Wolfen- 
sohn, "My  critics  have  said  this  is  a  one-man  band,  that  if  I 
go,  this  place  will  collapse .  My  goal  now  is  to  disprove  that. " 
Not  easy. 

Wolfensohn  is  taking  on  a  few  new  clients,  and  existing 
clients  are  demanding  more  from  the  firm — blue-chip  ac- 
counts like  Hongkong  &  Shanghai  Banking  Corp.,  Holiday 
Corp.  and  Australian  billionaire  Kerry  Packer,  whose  ex- 
pansion plans  are  increasingly  international  and  increas- 
ingly involve  Wolfensohn.  To  meet  these  demands,  James 
D.  Wolfensohn  Inc.  is  expanding,  adding  people,  talking  of 
new  offices.  Clearly,  Volcker  plays  a  good-size  role  in  this 
expansion.  So  the  firm  may  end  up  becoming  bigger  than 
Wolfensohn  intended  when  he  struck  out  on  his  own  seven 
years  ago.  One  thing  won't  change,  though:  Jim  Wolfen- 
sohn's determination,  not  to  have  the  biggest  or  the  richest 
investment  house,  but  to  be  a  class  act  in  a  business  where 
class  acts  aren't  as  common  as  they  once  were.  ■ 
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THE  1989  CRESSIDA. 
THE  PRIDE  OE  TOYOTA. 
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The  king  of  luxury  performance  sedans  is  all-new  for  1989.  Cressida  has  uncaged  a 
6-cylinder  24-valve  engine  that  delivers  190  lionhearted  horsepower,  its  redesigned  suspension 
combines  with  Cressida's  new  power  to  give  cat-like  handling  and  roaring  performance.  Comple- 
menting all  of  this  power  and  performance  is  Cressida's  graceful  new  styling,  which  wraps 
around  an  ergonomically  designed  interior  of  majestic  luxury 

Finally,  there  is  the  reassurance  of  knowing  that  Toyota  Quality  has  made  Cressida 
the  most  trouble-free  new  car  sold  in  America  for  the  past  two  years* 

The  1989  Cressida.  The  pride  of  Toyota  is  the  new  master  of  the  asphalt  jungle. 

A  36-inonth/36,000-mile  basic  new  vehicle  limited  warranty  with  no  deductible  and 
no  transfer  fee  applies  to  all  components  other  than  normal  wear  and  maintenance  items. 

Call  i-800-GO-TOYOTA  for  more  information  and  the  location  of  your  nearest  dealer. 
Get  More  From  Life. .  .Buckle  Up! 


TOYOTA  QUALITY 

WHO  COULD  ASK  FOR  ANYTHING  MORE! 


When  it  comes  to  predictions,  the  dismal 
science  has  a  dismal  record.  Blame  the 
nature  of  the  universe,  not  the  economists. 

Them  that  can,  do, 

them  that  cant, 

forecast 


By  Ronald  Bailey 


It's  an  old  joke,  but  economists 
like  to  tell  it  among  themselves: 
Albert  Einstem  dies  and  goes  to 
heaven,  where  he  asks  three  archan- 
gels their  IQs.  "One  hundred  ninety- 
six,  sir,"  replies  the  first.  "Remark- 
able!" cries  Einstein.  "I  look  forward 
to  talking  with  you  about  my  new 
theory  of  relativity." 

The  second  says  153.  "Not  bad," 
says  Einstein.  "We  will  have  long 
talks  about  the  prospects  for  interna- 
tional socialism  and  world  peace." 

The  third  fellow  grunts  his  IQ: 
"84."  Einstein:  "So,  what  do  you 
think  the  economy  will  do  next 
year?" 

Whatever  the  economy  is  going  to 
do  in  1989,  the  record  suggests  that 
any  economic  forecaster  who  accu- 
rately predicts  the  future  will  do  so 
out  of  luck.  MIT's  Nobel  laureate 
Paul  A.  Samuelson  frankly  admits  his 
profession  is  not  good  at  calling  the 
economic  turns.  "1  don't  believe  we're 
converging  on  ever-improving  fore- 
cast accuracy,"  he  says.  "It's  almost 
as  if  there's  a  Hciscnberg  Indetermi- 
nacy Principle  and  God  Almighty 
himself  doesn't  know  what  invest- 
ment will  be  18  months  ahead." 

God  may  know  but  economists  sel- 
dom do.  In  October  of  1 98 1  Evans 
Economics,  a  well-known  forecaster, 
predicted  an  inflation-adjusted 
growth  rate  t(ir  the  gross  national 
product  of  3..V.>  for  1982.  Wharton 
Econometric  Forecast  Associates,  an- 
other cstablishcii  ^ecr,  predicted  2.2% 
growth.  Chase  Ll^  nometrics  weighed 
in  with  a  predutio.n  of  2%. 

'>"h;u  happened  was  that  the  GNP 
■dl.S%  in  1982. 

il-:  A  bit  of  bad  luck?  Hardly. 

Spyros     Makridakis,     of 

i  uropcan  Institute  of  Busi- 
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ness  Administration,  reports  that  ten 
major  forecasting  services  predicted 
average  real  GNP  growth  of  only  2.5% 
for  the  fourth  quarter  of  1978,  to  be 
followed  quickly  by  a  recession.  In 
fact,  growth  for  the  quarter  hit  5.6%, 
and  the  recession  took  a  year  to  arrive. 

More  recently,  most  economists 
thought  the  Oct.  19,  1987  stock  mar- 
ket crash  would  bring  growth  almost 
to  a  halt.  Instead,  during  the  last  quar- 
ter of  1987  the  economy  continued 
expanding  at  a  6% -plus  annual  rate. 

"The  three  biggest  features  that  the 
economic  history  books  will  describe 
for  the  Reagan  era  will  be  a  high  struc- 
tural fiscal  deficit,  a  chronic  balance 
of  payments  deficit  and  high  real  in- 
terest rates,"  says  Paul  Samuelson. 
"Not  one  of  those  three  was  predicted 
in  1979-80." 

Up  to  a  point,  human  error  is  be- 
hind this  less-than-impressive  record. 
Like  journalists  and  Wall  Street  ana- 
lysts, economists  generally  travel  in 
packs.  They  talk  to  the  same  people 
(often  one  another),  read  the  same  ma- 
terial. A  majority  of  the  forecasters 
who  participate  in  the  widely  fol- 
lowed Blue  Chip  Economic  Indica- 
tors, a  compilation  of  50  forecasts,  are 
clients  of  the  leading  purveyor  of  fore- 
casts, McGraw-Hill's  Data  Resources 
unit.  If  Data  Resources'  raw  material 
is  off,  in  all  likelihood  so  will  be  its 
clients'  forecasts. 

Charles  Wolf,  dean  of  the  Rand 
Corp.'s  graduate  school,  describes 
pack-think  this  way:  "What  becomes 
the  consensus  of  the  moment  is  ar- 
rived at  over  drinks  or  lunch.  Intellec- 
tually, It's  not  very  satisfying." 

There  is  a  related  human  problem, 
the  commercial  relationship  between 
forecasters  and  their  clients.  Call  it 
the  "tell-'cm-what-thcy-want-to-hear 
syndrome."  Economist  Victor 
Zarnowitz,  of  the  University  of  Chi- 
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cago  and  the  National  Bureau  of  Eco- 
nomic Research,  puts  it  politely: 
"Predicting  a  general  downturn  is  al- 
ways unpopular,  and  predicting  it  pre- 
maturely, ahead  of  others,  may  prove 
quite  costly  to  the  forecaster  and  his 
customers." 

Allen  Gutheim,  Data  Resources'  se- 
nior product  manager,  confirms 
Zarnowitz'  point.  He  says:  "They  [the 
clients]  really  want  you  to  tell  them 
how  we're  going  to  avoid  a  recession." 

But  let's  be  fair.  The  greatest  barrier 
to  accurate  forecasting  is  the  increas- 
ingly complex  and  fast-changing  na- 
ture of  the  world  economy.  Economic 
forecasting  is  based  on  the  relation- 
ships among  variables.  Poring  over 
past  figures  on  interest  rates  and 
housing  starts,  for  example,  an  econo- 
mist might  conclude  that  a  1 -percent- 
age-point rise  in  fixed  mortgage  rates 
in  the  recent  past  reduced  housing 
starts  by  200,000  units.  Based  on  this 
historical  relationship,  he  makes  a 
forecast:  If  rates  rise  from,  say,  9%  to 
10%,  housing  starts  will  fall  from  2 
million  to  1.8  million. 

This  would  work  well  enough  in  a 
steady-state  economy.  But  market 
economies  are  dynamic,  not  steady. 
They  change.  In  the  above  example,  it 
could  happen  that,  instead  of  inhibit-  . 
ing  housing  starts,  higher  interest  i 
rates  might  frighten  people  into  build- 
ing now,  before  rates  go  even  higher. 
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l)day,21  million 
American  smokers  will 

go  out  to  eat. 

That's  a  market  you  can 

sinkyour  teeth  into! 


m 


fN</1  America's  smokers  love  to  go  to 
"  "  ^  restaurants.  They  do  so  with  great 
trequency.  Their  tastes  in  tood  span 
the  globe— American,  Italian, 
Chinese,  French,  Japanese  and  Mexican 
cuisines.  America's  smokers  feed  this 
country's  food  service  industry. 

The  American  Smoker- 
aneconomicforce. 


PHIUP  MORRIS 


I 


Presented  by  Philip  Morris  Magazine  in  tlie  interest  of  America's  55.8  million  smokers. 

Source:  The  Roper  Organization. 


lie  was  about  to  spend 
millions  on  a  system  that  could 
become  obsolete  tomorrow 

Ulcer  material. 

I  gave  him  some  insurance." 


-Carol  McLarty,  AT&T  Branch  Manager 


©1988  AT&T 
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e  was  redesigning  the  company's  informa- 
tion network.  Mainframes  and  business 
computers,  phone  systems,  data  com- 
munications equipment,  the  whole  shebang.  And  he 
was  justifiably  concerned. 

What  if  the  system  that  was  perfect  for  his 
company  today  couldn't  adapt  to  new  technologies 
in  the  future?  What  if  it  all  became  obsolete  in 
five  years?  It  could  happen. 

I  told  him  if  he  used  AT&T's 
open-ended  approach,  it  wouldn't 
happen  to  him. 

By  using  AT&T  as  a  strategic 
business  planner  and  by  subscrib- 
ing to  AT&T's  system  of  open  archi- 
tecture, he  could  customize  his 
information  system  at  his  own  pace. 
He  could  buy  just  the  equipment 
and  services  he  needed  today  and 
have  the  flexibility  to  adapt  for  the 
tuture  as  his  business  grew  and  his 
needs  changed. 

Other  vendors  say  they  have 
connectivity  and  flexibility,  but  it's 
only  within  their  own  system.  AT&T 
offers  it  from  one  system  to  another 

Whether  you  use  our  equip- 
ment or  someone  else's. 

Since  our  approach  is  communications-based, 
we're  able  to  give  you  greater  control  over  your 
communications  by  putting  the  power  of  the  AT&T 
Network  into  your  own  hands.  For  instance,  with  an 
AT&T  PBX  and  departmental  computer  capabilities, 
you  can  free  your  mainframes  from  managing  com- 
munications and  let  them  do  the  job  they  were 
meant  to  do. 

But,  most  important,  AT&T's  open-ended  solu- 
tions help  protect  your  investment,  which  will 
enable  you  to  add  new  equipment  as  new  tech- 
nologies are  developed,  without  scrapping  all  the 
equipment  you  already  have. 

Partnering  with  us  now  can  provide  you  systems 
with  the  future  built  in.  That's  the  best  insurance 
anyone  could  have." 


For  more  information  about  AT&T's  open- 
ided  solutions,  contact  your  AT&T  Account 
ecutive  or  call  1  800  247-1212. 


AT&T 

The  right  choice. 


**While  adveuices  in 
leconomic]  theory  and 
technology  have  occurred, 
they  have  been  outpaced  by 
the  increased  complexity 
of  our  economy,  especially 
its  increvLsing  openness 
in  a  truly  dynamic 
world  economy,"  says 
Murray  Weidenbaum.. 


Or,  just  about  the  time  the  professors 
and  their  graduate  students  have  mea- 
sured the  dependence  of  housing 
starts  on  fixed  mortgage  rates,  some 
iimovative  banker  starts  selhng  ad- 
justable-rate mortgages.  Suddenly,  all 
the  old  statistical  relationships  are 
useless  for  predicting  purposes. 

"When  tomorrow  is  like  today,  you 
don't  need  a  very  elaborate  model  to 
predict,"  says  Rand's  Wolf.  "But 
when  it  isn't,  the  elaborate  models 
that  we  have  don't  do  awfully  well." 

For  a  perfect  example  of  the  prob- 
lem, look  at  the  price  of  raw  leather, 
which  has  nearly  trebled  since  1977 
(Forbes,  Oct.  3,  1988].  Why?  A  conflu- 
ence of  causes.  On  the  supply  side, 
Americans  began  eating  less  red  meat 
in  the  1970s.  On  the  demand  side, 
yuppies  started  buying  bomber  jack- 
ets, BMWs  with  leather  seats  and 
hundreds  of  other  products  using  real 
leather.  Rising  demand  for  hides,  and 
falling  supply:  A  price  surge  was  inev- 
itable— yet  what  econometric  model 
could  have  predicted  the  shifts  that 
led  to  the  surge?  What  model  would 
know  that  yuppies  would  suddenly 
lust  for  leather? 

As  with  leather,  so  with  the  econo- 
my as  a  whole.  As  the  U.S.  continues 
to  shed  agricultural  and  heavy  manu- 
facturing jobs  in  favor  of  service  jobs, 
the  forecasters'  trusty  old  relation- 
ships are  rendered  obsolete. 

Time  was  when  forecasting  was 
fairly  simple.  Lack  of  rain  in  the  farm 
belt  would  cut  the  grain  crop,  which 
would  reduce  demand  for  railroad 
cars,  which  would  cause  the  railroads 
to  lay  men  off  and  cut  their  purchases 
of  steel;  a  sharp  recession  would  re- 
sult. A  single  event  would  reverberate 
through  the  system  in  a  predictable 


and  dependable  way. 

Not  today.  Today,  for  example,  the 
growing  size  of  the  service  sector 
dampens  the  effect  of  the  inventory 
cycle  on  the  overall  economy  and 
thus  flattens  the  amplitude  of  the 
business  cycle.  A  bad  grain  harvest 
has  little  effect  on  the  service  sector, 
now  65%  of  GNP.  The  livelihoods  of 
hairdressers,  law^yers,  accountants, 
waiters — and  yes,  even  economists — 
are  not  greatly  threatened  when  the 
the  demand  for  heavy  manufactured 
goods  drops. 

Increasing  global  interdependence 
has  created  new  problems.  Says  Mur- 
ray Weidenbaum,  former  chairman  of 
the  Council  of  Economic  Advisers  un- 
der President  Reagan:  "While  ad- 
vances in  [economic]  theory  and  tech- 
nology have  occurred,  they  have  been 
outpaced  by  the  increased  complexity 
of  our  economy,  and  especially  its  in- 
creasing openness  in  a  truly  dynamic 
world  economy." 

In  speaking  of  world  economy,  Wei- 
denbaum hits  the  nail  on  the  head.  In 
other  words,  when  predicting  leather 
prices  it  is  no  longer  enough  to  know 
the  impact  of  U.S.  demand  for  bomber 
jackets.  As  China's  economy  has 
grown,  millions  of  pairs  of  Chinese 
feet  are  being  shod  in  leather  for  the 
first  time.  This  reinforces  the  demand 
for  leather,  whose  markets  are  inter- 
national. A  wealthy  Japan  can  afford 
more  tuna;  New  Yorkers  must  pay 
higher  prices  for  the  prized  fish.  Like- 
wise for  the  prices  of  money,  oil,  steel 
and  every  other  internationally  traded 
good  and  service.  The  markets  are  in- 
ternational, not  national. 

Are  bigger  computers  and  equations 
with  more  variables  the  answer?  Ste- 
ven Schnaars,  associate  professor  of 
marketing  at  Baruch  College,  doesn't 
think  so.  "One  of  the  things  that 
we've  found  out  over  the  years,"  says 
Schnaars,  "is  that  complexity  of 
methodology  does  not  lead  to  more 
accurate  forecasts." 

Is  long-term  economic  forecast- 
ing— accurate  forecasting,  that  is — 
simply  impossible?  A  growing  num- 
ber of  economists  believe  it  is  impos- 
sible, in  theory  as  well  as  in  practice. 
Among  them  are  economists  James  B. 
Ramsey,  of  New  York  University,  and 
Richard  Day,  of  the  University  of 
Southern  California. 

Ramsey  and  Day  draw  many  of 
their  insights  from  a  new  branch  of 
science  and  mathematics  called  "cha- 
os theory."  Physical  scientists  use 
chaos  theory  to  understand  and  ex- 
plain random  and  discontinuous 
events — earthquakes,  for  example,  or 
avalanches.  Biologists  and  meteorolo- 
gists use  chaos  math  to  explain  the 
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rise  and  fall  of  animal  populations, 
and  the  branching  patterns  of  light- 
ning bolts.  Now  economists  like 
Ramsey  and  Day  are  using  it. 

Peering  beneath  the  ordinary  day- 
to-day  fluctuations,  they  believe  that 
the  economy  is  moved  by  internal 
forces  that  are  only  now  being  ac- 
counted for.  If  they  are  right,  this 
would  be  a  major  change  in  the  way 
economists  think  of  the  world.  Since 
the  time  of  England's  great  political 
economist  William  Stanley  Jevons 
(1835-1882),  economists  have  concep- 
tualized the  market-oriented  econo- 
my as  equilibrium-seeking.  That  is,  it 
tries  to  bring  supply  and  demand  into 
balance  through  small  incremental 
changes  in  prices,  wages,  the  money 
supply,  etc.  It  never  quite  reaches  that 

Ramsey,  derisively:  "It's 
easy  toforec€ist  when  times 
are  stable.  It's  just  this 
year,  plus  5% ,  plus  a  small 
error/actor.  No  big  deal." 

equilibrium  but  steadily  seeks  it  in  a 
smooth,  continuous  and  fairly  pre- 
dictable fashion. 

But  as  the  proponents  of  chaos 
point  out,  the  real-world  economy  of- 
ten adjusts  through  large  discontinu- 
ous changes.  The  discontinuities  oc- 
cur, these  economists  argue,  because 
the  ecomony  is  inherently  an  imsta- 
ble  system.  No  outside  shocks  pro- 
duce this  turmoil.  Examples  of  chaot- 
ic economic  behavior  include  the 
drop  m  oil  prices  in  1985,  German 
hyperinflation  in  the  1920s  and  per- 
haps the  onset  of  the  Third  World 
debt  crisis  in  1982.  The  most  recent 
example  of  this  type  of  chaotic  behav- 
ior is  the  stock  market  crash  of  Octo- 
ber 1987.  The  latter  was  scarcely  a 
small,  incremental  change.  It  was  a 
massive  shock.  The  term  "chaos"  fits. 
It's  very  unlikely  that  any  model  can 
accurately  predict  such  things. 

"I  strongly  suspect,"  says  chaos- 
theorist  Ramsey,  "that  nothing,  no 
smgle  piece  of  information,  precipi- 
tated Oct.  19.  What  happened  was 
that  the  system  reached  the  point  of 
instability."  He  adds,  rather  derisive- 
ly, "It's  easy  to  forecast  when  times 
are  stable.  It's  just  this  year,  plus  5%, 
plus  a  small  error  factor.  No  big  deal." 

The  upshot  is  that  what  people  real- 
ly need  is  a  service  that  could  alert 
them  to  the  kind  of  catastrophe — like 
the  collapse  of  oil  prices  in  1985  and  ] 
the  stock  market  crash  in  1987 — that 
can  utterly  upset  their  plans.  But  this 
is  precisely  what  economics  cannot 
provide.  That  hoary  old  Einstein  joke 
makes  a  pretty  good  pomt.  ■ 
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The  Boston  Company  has  a  simple 

APPROACH  to  personal  INVESTMENT 
BANKING: 

Serve  every  client  as  if  that 
client  were  our  only  client. 

to  that  end.  through  our 
SUBSIDIARY  Boston  Safe  Deposit 
AND  TRUST  Company,  we  offer  The 
Boston  Company  Residential 
Mortgage.* 

Our  one-year  adjustable  rate 
residential  mortgages  are 
distinguished  by  exceptionally 
attractive,  competitive  rates. 
You'll  likely  find  our  jumbo 
mortgages  of  over  $500,000  have 
the  most  favorable  terms 
available  anywhere. 

For  a  COMPLETE  DESCRIPTION, 
CONTACT  US  AT  1-800-CALL  BOS 
(1-800-225-5267  EXT.  200). 

And  ENJOY  THE  ADVANTAGES  OF 
BEING  A  PRIVILEGED  CLIENT. 

'Certain  products  may  not  be  available  in  all  states. 
An  Equal  Housing  Lender.  ta>  ©  1988  The  Boston  Company,  Inc. 


':-^ 


THE  BOSTON  COMPANY 

Boston  Safe  Deposit  and  Trust  Company 


Regions/Buffalo 


Sometimes  a  city  or  a  region  must  come 
close  to  death  so  it  can  be  horn  again.  Look 
at  Buffalo,  NY.,  an  industrial  wasteland 
that  is  now  prospering. 

Warren  Buffett 
got  there  early 


By  Jeffrey  A.  Trachtenbeif 

No  CITY  IN  THE  U.S.  Will  benefit 
more  from  the  reelection  of 
Canadian  Prime  Minister  Brian 
Mulroney  than  the  old  industrial  out- 
post on  the  Canadian  border,  Buffalo, 
N.Y.  The  400  Canadian  companies 
that  do  business  there  already  employ 


10,000.  Now  that  the  free-trade  agree- 
ment between  the  countries  appears 
sure  to  go  into  effect  Jan.  1,  the  num- 
ber of  Canadian  businesses  here,  and 
consequently  the  number  of  Canadi- 
an-backed jobs,  is  expected  to  contin- 
ue to  increase. 

Yes,  cities  do  come  back  from  the 
dead.  The  rusty  hulks  of  once-famed 


steel  mills  still  stare  forlornly  across 
the  waters  of  Lake  Erie.  The  great 
grain  elevators  and  auto  plants  have 
declined,  and  nearby  aircraft  factories 
are  a  fading  memory.  Winter  lasts  a 
frigid  three  to  four  months,  and  the 
airport  averages  nearly  100  inches  of 
snow  each  year.  Six  years  ago  the  job- 
less rate  was  a  grim  13%. 

Today,  however,  unemployment  is 
only  4.9%,  while  the  national  average 
is  5.4%.  A  trained,  eager-to-please 
work  force,  an  open-arms  attitude  to- 
ward the  foreigners  just  across  the 
border  and  a  real  estate  market  where 
executive-size  homes  sell  for  only 
$66,000  have  combined  to  dramati- 
cally restore  the  city  and  its  suburbs. 

Buffalo's  resurgence,  remarkable  for 
its  relative  speed,  illustrates  starkly 
the  cycle  of  decay  and  rebirth  that  has 
afflicted  many  of  America's  cities  in 
modem  times.  Basic  industries  de- 
cline, unemployment  rises,  property 
values  fall,  commercial  vacancy  rates 
climb.  And  in  that  decay — which  pro- 
duces cheap  rents,  a  depressed  but 
willing  work  force  and  an  increasing 
tendency  for  local  and  federal  govern- 
ments to  prop  up  the  ailing  econo- 
my— are  also  the  seeds  of  rebirth. 

The  Boston  metropolitan  region,  for 
example,  and  western  Massachusetts 
were  depressed  in  the  mid-20th  cen- 
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tury  as  their  textile,  leather-working 
and  metal  trades  industries  declined. 
But  the  city  prospered  in  the  1960s 
and  early  1970s,  thanks  to  federal 
spending  on  defense  and  space  pro- 
grams. Those  projects  were  cut  as  the 
Vietnam  War  drew  to  a  close,  but  by 
then  Digital  Equipment  Corp.,  Wang 
and  Prime  Computer,  among  others, 
were  pushing  Boston  and  the  rest  of 
the  state  to  the  forefront  of  the  na- 
tion's high-tech  and  office  automa- 
tion boom. 

And  now  Buffalo.  Certainly  govern- 
ment spending  has  helped.  The  state, 
together  with  the  private  sector,  is 
lavishing  $160  million  in  new  con- 
struction on  the  local  campus  of  the 
state  imiversity.  Buffalo  General  Hos- 
pital, the  city's  biggest,  has  a  new 
heart-transplant  center,  and  a  consor- 
tium of  eight  local  hospitals  has  ac- 
quired an  acre  of  land  downtown 
where  it  plans  to  build  a  6,600-square- 
foot,  state-of-the-art  magnetic  reso- 
nance imaging  facility  to  be  used  for 
sophisticated  medical  diagnosis. 

Undeniably,  however,  one  of  the 
biggest  reasons  the  city  is  booming  is 
its  proximity  to  Canada.  Any  Canadi- 
an manufacturer  looking  for  strong 
continued  growth  won't  find  it  in  his 
country's  economy;  he  must  expand 
into  the  U.S.  Buffalo  sits  90  minutes 


by  car,  25  by  air,  from  Toronto.  Buffa- 
lo offers  inexpensive  (standard  com- 
mercial rate,  6  cents  a  kilowatt-hour) 
electric  power,  cheap  land  and,  above 
all,  access  to  the  U.S.  market.  For  the 
Canadians  it  also  offers  hands-on  con- 
trol of  American  subsidiaries. 

Office  space  in  downtown  Toronto 
starts  at  $25  a  square  foot;  in  Buffalo  it 
starts  at  as  little  as  $9.  For  manufac- 
turers, savings  can  be  even  greater.  An 
acre  along  Highway  401  on  the  north 
side  of  Toronto  costs  $670,000;  an 
acre  along  the  New  York  State  Thru- 
way  is  $40,000.  "It's  like  comparing 
Fairfield,  Conn,  to  western  Pennsyl- 
vania," says  Ian  Campbell  Gent,  head 
of  the  Can-Am  Business  Council. 

There  are  other  advantages.  Taxed- 
to-the-eyeballs  Canada  tends  to  be  an 
expensive  place  to  do  business.  And 
some  Canadians,  too,  have  come  to 
Buffalo  to  follow  their  clients.  Stetron 
International,  a  big  maker  of  resistors, 
capacitors  and  other  electronic  com- 
ponents, opened  a  14,000-square-foot 
downtown  warehouse  in  1984  and 
now  employs  12.  "We  were  doing 
business  with  Northern  Telecom  and 
Mitel,  and  they  began  to  expand 
here,"  says  Roy  Chao,  vice  president. 
"As  they  built  their  American  busi- 
nesses we  had  to  service  them." 

Whatever  the  reasons  for  their  ar- 


rival, Canadians  are  changing  Buffa- 
lo's skyline.  This  month  Citicom  Inc. 
of  Toronto,  a  real  estate  developer  and 
parking  lot  owner/operator,  expects 
to  start  construction  on  a  $60  million 
two-tower  complex  downtown.  The 
project  will  be  the  first  new  office 
tower  complex  in  Buffalo  in  20  years. 
"We've  already  rented  half  the  build- 
ing," says  W.  Bernard  Herman,  chair- 
man of  Citicom.  "On  comparable 
land  in  Toronto  our  rents  would  be 
$12  to  $15  per  square  foot  more." 

Buffalo's  commercial  prospects,  in 
fact,  are  considered  so  strong  that  two 
network-affiliated  tv  stations  there 
recently  sold  for  $100  million  each, 
double  what  they  would  have  fetched 
five  years  ago.  This  in  a  generally  soft 
national  market  for  tv  stations.  Oth- 
ers who  have  profited  handsomely 
from  media  buying  in  born-again  Buf- 
falo include  Warren  Buffett.  He 
bought  the  Buffalo  Neivs  in  1977  for 
$35  million  when  the  rival,  morning 
Buffalo  Courier-Express,  was  still  alive. 
Today,  with  the  Courier-Express  gone 
and  the  city  booming,  his  monopoly 
newspaper  is  worth  just  a  little  short 
of  a  half-billion  dollars.  Thus  do  the 
patient  rich  get  richer. 

A  $100  million  shopping  mall,  the 
Walden  Galleria,  is  going  up  in  subur- 
ban   Cheektowaga,    10    miles    from 
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Part  of  what  remains  ofBethlehetn  Steel's  Lackaivanua  plant 

A  big  chunk  is  about  to  become  a  privately  runforeign  trade  zone. 
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drop-dead  tec! 


In  life  insurance^  the  saying  goes^  the  paperwork  can 
Idll  you.  The  paperless  office  is  every  company^s  dream. 

That^s  why  lots  of  huge  insurance  companies  are 
using  NYNEX. 

Recently  to  simplify  life  for  one  of  these  colossi^ 
NYNEX  replaced  acres  of  paper  with  an  innovative  new  voice 
and  data  network^  connecting  their  operations  center  with 
their  headquarters.  It  makes  their  systems  compatible. 

And  remarkably  it  allows  them  to  access  their  whole 
information  network  by  plugging  any  work  station  into 
any  phone  jack. 

Tnis  NYNEX  technology  isn^t  just  convenient.  It^s 
mg  them  a  lot  of  money. 


8 


needed  some 


Which  is  always  the  best  policy. 

The  NYNEX  family  of  companies  would  like  to 
work  with  you^  too.  We  offer  you  everything  from  computer 
networks  and  software^  to  mobile  phones^  to  the  services  of 
New  England  Telephone  and  Nev/  York  Telephone. 

CaU  us  at  1-800-535-1535. 

When  v/e  say  the  answ^er  is  NYNEX^  it^s  not  just 
an  empty  claim. 


Need  to  communicate? Need  to  compute?  The  answer  is 


NYNEX 


FOR  ALL 


IFoEthe  insi^ 

track  on  the^        ^  : 

corporate  board  game. 


THE  REASONS 


For  the  financial^    ^^^ 


St^r.t=Vami|y,v 
iLou  DobbiSiafnd' 


BiinHartley.  ^ 


IN  THE  WORLD 


BUSINESS  •  3t^  Informed 

CNN's  Business  Team:  Dedk^ated  to  money  matters 
because  your  money  matters  to  you. 

BUSINESS  MORNING    BUSINESS  DAY  MONEYUNE 


wiUi  Stuart  Vamey 

6:30am 


with  Bill  Hartley 

7:30am 


witli  idou  Dobbs 
Myron  Kandel  &  Dan  Dorfman 

7  &  11pm 


Just  think  what  you  could  do 

with  tbe  Lhited  States' largest 

tradii^  partner  next  docc 


An  ad  promoting  the  new  trade  zone 
Smart  marketing  helped,  too. 

downtown.  Targeted  are  affluent 
shoppers  from  Rochester  and  Toron- 
to, both  within  a  two-hour  drive.  In 
late  October,  chic  Bonwit  Teller  an- 
nounced it  will  open  a  70,000-square- 
foot-store  in  the  Galleria.  "Not  only 
will  we  draw  customers  from  Roches- 
ter and  Canada,  but  the  Japanese 
come  through  in  droves  on  their  way 
to  Niagara  Falls,"  says  Elayne  Garo- 
folo,  senior  vice  president  at  Bonwit. 

Nowhere  is  the  city's  transforma- 
tion more  evident  than  at  Bethlehem 
Steel's  1,500-acre  Lackawanna  plant. 
Over  20,000  worked  here,  many  of 
them  second-  and  third-generation 
steelworkers  of  Polish  descent.  At 
night,  the  curving  shoreline  along 
Lake  Erie  was  ringed  by  an  orange 
glow  visible  from  Canada. 

The  air  at  the  Lackawanna  plant  is 
still  bitter  with  sulfur  from  the  coke- 
making  ovens,  which  employ  500. 
Another  1,000  work  in  two  nearby 
steel-finishing  plants.  But  raw  steel 
hasn't  been  made  here  since  1983.  In 
1985  Bethlehem  sold  150  acres  at  the 
property's  north  end,  including  the 
two  port  areas  and  an  industrial  park, 
to  Gateway  Trade  Center,  Inc. 

Gateway,  privately  owned,  operates 
the  port  and  is  developing  a  foreign 
trade  zone  there  in  cooperation  with 
Erie  County,  which  encompasses  Buf- 
falo. Roughly  30  companies  now  do 
business  there — the  majority  Canadi- 
an. "It  enables  them  to  avoid  paying 
tariffs,"  says  Richard  Mirabelli,  vice 
president.  "They  can  ship  parts  into 
the  trade  zone,  assemble  them  with 
Buffalo  labor,  and  then  ship  the  fin- 
ished products  back  to  Canada." 

Texans,  take  cheer.  Houston,  Dal- 
las, Austin,  their  time  will  come 
,  again.  ■ 
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atop  //  . 

Rocke-         "    1 
feller  Center 
ot  the  Roinbow 
Room  I  Dine  on 
French  food,   or 
Mexican,   Italian, 
Russian,   Indian, 
Thai,  Spanish,  Chi- 
nese, Vietnamese, 
Cantonese,  Soul,  Ca- 
jun,  German,   Brazil- 
ian,  Irish,   Kosher  or 
Caribbean,  or  anything  else 
I  Hear  old  favorites  in  a  pi- 
ano bar  or  cabaret  I  Hear  a 
recital  at  Carnegie  Hall  I 
See  an  opera  at  the  Met  I 
Stroll  through  Greenwich 
Village  I  Watch  a  ballet  at 
Lincoln  Center  I  Dance  at 
the  Palladium  I  Catch  an 
exciting  sports  event  I  Re- 
live the  past  at  El  Morocco  I 
Watch  amateur  night  at  the 
Apollo  I  See  Les  Miserables 
on  Broadway  I  Or  Phan- 
tom of  the  Opera  I  Or  A 
Chorus  Line  I  Or  Starlight 
Express,  or  Me  and  My  Girl, 
or  Cats,  or  one  of  over  two 
hundred  other  on-  and  off- 
Broadway  sho^vs  I  Sip  a 
cappuccino  in  Little  Italy  I 
Walk  along  the  Promenade 
at  Battery  Park  and  watch 
the  Statue  of  Liberty  light  up 
I  Browse  through  Tov\^er 
Records,  the  world's  largest 
record  store  I  Notice  the 
neon  in  Times  Square  I  Go 
club-hopping  in  Tribeca  I 
Feast  on  the  vie^v  of  Man- 
hattan from  the  River  Cafe 
in  Brooklyn  I  Listen  to  jazz 
at  the  Village  Vanguard  I 
Sing  your  favorite  song  at 
the  Five  Oaks  I  Take  in 
Latin  night  at  the  Copaca- 
bana  I  Have  a  late  supper 
at  Cafe  Luxembourg  I  Or 
an  early  breakfast  at  the 
Empire  Diner  I  Watch 
what's  new  at  the  Brooklyn 
Academy  of  Music  I  Catch 
an  up-and-coming  comic  at 
Catch  a  Rising  Star  I  Take  a 
helicopter  ride  over  the  East 
River  and  see  the  skyline 
I  Next,  go  and  see  the... 


1-800-1  LOVE  NY,  EXT.  883 


Please  send  me  the  I  LOVE  NEW  YORK 
CITY  VISITORS  GUIDE  AND  MAP 

Write:  NYS  Dept.  of  Economic  Development, 
P.O.  Box  490,  Latham,  N.Y.  12110 

or  call  us  at  1-800-1  LOVE  NY,  Ext.  883 
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In  running  a  business,  says  Norfolk  South- 
ern's r^nold  McKinnon,  ifs  the  little  things 
mat  count.  He  should  know:  He  runs  the 
jnost profitable  railroad  in  the  U.S. 

Tending  the 
base  business 


By  James  Cook 


ARNOLD  B.  McKlNNON,  61,  bc- 
lieves  firmly  in  the  old-fash- 
k  ioned  notion  that  a  company 
should  stay  in  the  business  it  knows 
best  and  not  mess  around  with  diver- 
sification. As  chairman  of  Norfolk, 
Va.'s  giant  Norfolk  Southern  Corp., 
McKinnon  views  with  a  certain 
amount  of  detachment  the  frantic  ef- 
forts of  the  rest  of  the  railroad  indus- 
try to  move  into  other  businesses. 
Norfolk     Southern     has     diversified 


hardly  at  all,  and  it  has  the  numbers 
to  prove  that  that's  the  best  policy. 
Through  this  year's  third  quarter, 
Norfolk's  per-share  earnings  rose  36% 
year  to  year,  hitting  S456  million,  or 
S2.51  a  share.  That's  as  much  as 
Union  Pacific  earned  on  a  third  more 
revenue.  With  net  at  14%  of  revenues, 
Norfolk  Southern  easily  ranks  as  the 
most  profitable  major  company  in  the 
industry. 

The  product  of  a  1982  merger  of 
Southern  and  Norfolk  &.  Western  rail- 
ways, Norfolk  Southern  did  expand 


into  trucking  with  the  1985  acquisi- 
tion of  North  American  Van  Lines 
(household  moving  and  truckload 
freight).  It  also  made  some  brilliant 
portfolio  investments  in  Santa  Fe 
Southern  Pacific  and  Piedmont  Avia- 
tion, later  selling  both  at  a  huge  profit. 
But  its  biggest  move  was  inside  its 
own  business — Norfolk's  spectacular- 
ly unsuccessful  $1.2  billion  1986  bid 
to  take  over  Consolidated  Rail  Corp. 
That  frustration  led  to  profitable  co- 
operation between  the  two. 

"I  think  that's  one  of  the  reasons 
we're  doing  better  than  the  rest  of  the 
industry,"  Arnold  McKinnon  says.  "If 
you  spend  your  time  on  other  things, 
you'll  get  diverted  from  the  base  job, 
running  that  railroad." 

Not  that  Norfolk  Southern  hasn't 
had  its  problems.  One  justification  for 
the  merger  that  created  the  company 
was  that  Southern's  merchandise  traf- 
fic would  pick  up  when  Norfolk  &. 
Western's  coal  business  slumped,  and 
vice  versa.  Instead,  in  the  early  Eight- 
ies both  coal  and  merchandise  traffic 
slumped  simultaneously.  "We  were 
just  getting  our  act  together  on  the 
operating  side,"  McKinnon  says, 
"melding  the  background  philoso- 
phies of  the  two  companies,  and  as  we 
were  pulling  the  two  companies  to- 
gether, we  had  market  share  losses." 
In  the  early  Eighties  the  company's 


This  advertisement  appears  as  a  matter  of  record  only. 

$235,000,000 
IBP,  inc. 

Notes  Due  1993 


We  acted  as  placement  agents  and  financial  advisors 

to  IBP,  inc.  in  the  arrangement,  negotiation  and  placement 

of  these  securities. 

Doi^aldson,  Lulkin  &  lenrette        FBS  Merchant  Bank 
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WHAT'S  New  in  Global  Trade  Services 


Pilot  Air  Freight 


Crowley  Maritime  Corporation         General  Universal  Systems,  Inc. 

XROWLEY 
MARITIME® 
CORPORATION 


Pilot  Air  Freight  is  one  of  the  leading  world- 
wide carriers  in  the  air  freight  forwarding 
industry.  They  have  82  offices  throughout  the 
world.  Their  Time-Definite  Services  enables 
shippers  to  tailor  their  specific  delivery 
requirements  writh  no  restrictions  by  the  type 
of  cargo,  size,  weight,  or  destination.  For  more 
information,  contact  Richard  Morris,  V.P.  of 
Marketing,  (215)  891-8100. 

Danzas  Alltransport 

Danzas  Alltransport,  division  of  Alltransport 
Inc.,  is  aggressively  pursuing  a  path  to  affirm 
its  stature  as  a  leader  in  international  trans- 
portation. The  company  which  is  part  of  the 
worldwide  Danzas  Organization,  specializes 
in  international  freight  forwarding  and  Cus- 
toms Brokerage.  Branch  offices  are  in  ten 
cities:  New  York,  Chicago,  Los  Angeles,  New 
Orleans,  Norfolk,  Baltimore,  Houston,  and 
Miami,  which  operates  as  a  gateway  to  South 
America.  The  New  Orleans  office  also  offers 
inland  trucking  through  its  subsidiary.  Car- 
tall  Trucking.  Danzas  A.G.  recently  initiated 
a  merger  agreement  with  Northern  Air- 
freight, Inc.,  subject  to  Northern  shareholders' 
approval  in  late  January.  The  merger  is  ex- 
pected to  widen  the  Danzas  U.S.  network's 
market  position. 

Zim  Container  Service  ^ 

^^^  _  ^_    ^^  ^^^^^^^  ^^^    Syntra  Limited 

ZIMCZ3 

UiJIV  IMIIlICK  aCKlf  ll#C  If  youYe  in  the  business  of  exporting,  join  the 

With  over  100  container  and  multi-purpose  Fortune   500   companies   and  family-owned 

vessels  providing  service  to  more  than  250  firms  that  have  reaped  the  benefits  of  reduced 

ports  worldwide,  ZIM  is  one  of  the  largest  con-  paperwork,    better    customer    service    and 

tainer  operators  in  the  international  market,  improved  cash  flow  with  EX-TRA  export  proc- 

Since  1945,  ZIM  has  been  constantly  upgrad-  essing  software  from  Syntra  Limited.  Control 

ing  to  offer  an  increasing  range  of  specialized  your  shipments,  via  computer,  from  quotation 

services.  Accurate  fixed  scheduling,  comput-  through  shipment  stages.  Conununicate  elec- 

erized  control  and  monitoring,  and  experi-  tronically  with  your  customers,  freight  for- 

enced  professional  consultants  offer  shippers  warders,    banks   and   government   agencies 

the  ultimate  in  organization,  control,  flexi-  using    EDI,    an    internationally-recognized 

bility  and  economy.  For  more  information  con-  shipping  language.  Order  turn-around  time 

tact  Zim  American  Israeli  Shipping  Com-  is  cut  and  profitability  increased.  Call  Pano 

pany,  1  World  Trade  Center,  New  York,  NY  Anthos  at  (212)  714-()440  for  more  informa- 

10048,  (212)  432-0300.  tion. 


Crowley  Maritime  Corporation  offers  a  range 
of  ocean  cairgo  transport  and  related  services. 
The  San  Francisco-based  company  has  sched- 
uled liner  services  between  the  U.S.  main- 
land, Puerto  Rico,  Alaska,  Hawaii,  Europe, 
Central  and  South  America  and  the  Carib- 
bean. Crowley  also  performs  contract  trans- 
portation anywhere  in  the  world;  engages  in 
harbor,  ship  assist  and  salvage  work;  does 
bunkering/lightering,  fiiel  storage  and  sup- 
ply; operates  marine  terminals,  vessel  con- 
traction and  commuter  and  tour  passenger 
services  on  the  U.S.  West  Coast.  Crowley  has 
offices  throughout  the  U.S.  and  overseas,  and 
operates  a  450-vessel  fleet.  For  more  infor- 
mation call  1-800-421-1738. 

Sea  Land 

SE  Sea-Land 

For  more  than  three  decades,  Sea-Land  has 
been  changing  the  way  the  world  transports 
goods  over  land  or  ocean.  In  1956,  Sea-Land 
pioneered  containerization — a  technology 
that  is  now  used  to  speed  more  high-value 
cargo  through  the  world's  trade  lanes  than 
any  other  shipping  mode.  Today,  Sea-Land  is 
the  largest  U.S.  flag  carrier  of  containerized 
cargo,  serving  78  ports  in  64  countries  and 
territories  around  the  world.  Sea-Land  has 
built  an  extensive  network  of  transportation 
experts  dedicated  to  providing  innovative, 
quality  services. 


Dr.  EUNassar 

General  Universal  Systems,  Inc.,  founded  by 
Dr  Eli  Nassar,  offers  computer  systems  for 
different  sectors  of  the  meirine  industry.  A 
Purchasing  Agent  can  keep  track  of  all 
requests,  bids,  purchase  orders  and  expedit- 
ing. A  Packer  can  do  all  the  material  tracking 
for  his  customer  purchase  orders  and  generate 
all  the  documents.  A  Freight  Forwarder  can 
document  ocean  bills  of  lading  and  export 
declarations.  A  Shipper  can  track  his  crew- 
persons,  generate  all  the  documents  required 
by  Immigration,  Coast  Guard  or  Treasury 
Dept.,  and  track  the  cost  of  operating  a  ship. 
A  Stevedore  can  track  the  containers  and 
chassis  he/she  handles.  For  more  information, 
contact  G.U.S.  at  (713)  981-6634. 


Port  of  Miami 


The  Port  of  Miami — the  Southeast's  busiest 
containerport  and  North  American  trans- 
shipping hub  for  Latin  America  and  the 
Caribbean — is  expanding  into  the  1990s  with 
new  shipping  industry  services  and  facilities. 
Under  the  Port's  $250  million  Master  Plan, 
the  225-acre  facility  has  acquired  three  new 
gantry  cranes  to  service  larger  vessels,  ex- 
tended berthing  space  and  deepened  its  chan- 
nel. The  Port's  innovative  new  service  for 
shippers — the  Miami  Intermodal  Cargo  Sys- 
tem— has  lowered  shipping  costs  an  average 
12  percent  in  its  initial  year.  With  a  single 
toll-free  call— 800-451-7678— shippers  can 
arrange  containers,  pick-up,  line  haul  and  on- 
time  delivery  management  at  a  substantial 
savings . 
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Norfolk  Soiithcni  s  .Kj-hoUI  li  McKIhnon 

The  big  challenge  ia  $100  billion  in  truckittg  revenues. 


share  of  the  eastern  railroad  market 
dwindled  disturbingly. 

Instead  of  running  off  and  diversify- 
ing, Norfolk  Southern  confronted  its 
problems  head  on.  The  company  had 
been  shut  out  of  its  traditional  north- 
em  markets  by  Conrail's  determina- 
tion to  concentrate  as  much  traffic  as 
it  could  on  its  own  lines.  But  Norfolk 
finally  worked  out  a  new  interchange 
agreement  with  Conrail  that  has  en- 
abled the  two  roads  to  offer  competi- 
tive quality  service  through  Hagcrs- 
town,  Md.  between  the  Northeast  and 
the  South.  "If  there  had  been  as  much 
joint  line  effort  before,"  McKinnon 
says,  "wo  might  not  have  been  as  ag- 
gressive in  trying  to  acquire  Conrail." 

Equally  important,  the  company's 
coal  and  merchandise  traffic  have 
both  turned  around.  Export  coal  de- 
mand is  at  the  highest  level  since 
1981,  and  as  the  Rust  Belt  economy 
recovered,  so  did  Norfolk  Southern's 
merchandise  ti.iffic.  The  result  is  that 
Norfolk  Southern  is  once  again  re- 
gaining market  ^hare.  "We've  gained 
close  to  2  percentage  points  this  year 
V.  merchandise  traffic,  l.H  in  coal,  so 
we're  now  25%  of  the  market  in  the 

non  has  aggressively  tackled 
costs    Last  year  Norfolk  wrote   off 


$620  million  to  cover  the  costs  of 
abandoning  2,700  miles  of  track  and 
eliminating  5,000  employees.  The 
cutting  back  drastically  lowered  Nor- 
folk Southern's  fixed  costs.  Thus  rev- 
enues rose  by  $250  million  in  the  first 
nine  months  of  1988  while  operating 
expenses  were  up  only  $65  million: 
Almost  75%  of  the  revenue  gain 
marched  straight  down  to  pretax  net. 

McKinnon  expects  revenue  growth 
to  slacken  off  considerably  next  year, 
despite  the  opening  of  two  new  auto 
plants  on  Norfolk  Southern  lines.  But 
with  as  much  as  $140  million  to  be 
realized  over  the  next  two  years  in 
restructured  savings,  the  prospects 
are  still  fairly  encouraging. 

The  big  challenge  for  Norfolk 
Southern,  as  for  the  industry,  McKin- 
non believes,  is  in  intermodal  traf- 
fic— traffic  that  moves  from  highway 
to  railroad  and  back  as  easily  as  it 
moves  from  one  railroad  to  another. 
The  railroads  have  the  potential  for 
diverting  some  of  the  $100  billion  in 
traffic  that  moves  by  truck  back  onto 
the  rails.  American  President  Cos. 
Ltd.  has  done  its  bit  with  innovations 
like  the  stack  trains  (Forbes,  May  IH, 
/'W^l,  but  McKinnon  is  putting  his 
chips  on  the  RoadRailer — a  high-vol- 
ume 48-foot  container  that  can  oper- 


ate with  equal  ease  on  rail  or  high- 
way— and  the  Triple  Crown  service 
Norfolk  has  created  to  exploit  it. 

Drawing  on  North  American's 
truck  experience,  Norfolk  Southern 
introduced  Triple  Crown  as  a  just-in- 
time  trucking  service,  and  then,  as  the 
traffic  grew  large  enough  to  justify  rail 
transport,  began  moving  the  traffic  off 
the  highway  and  onto  the  railroad. 
Norfolk  began  moving  auto  parts 
from  Detroit  to  assembly  plants  in  St. 
Louis  and  Kansas  City  and  then  At- 
lanta, filling  the  RoadRailer  equip- 
ment with  industrial  products  for  the 
back  haul.  From  10  trains  a  week  in 
1986,  Norfolk  will  reach  100  by  the 
end  of  this  year.  "The  traffic's  not 
coming  from  boxcars  as  a  lot  of  inter- 
modal traffic  does,"  McKinnon  says, 
"it's  coming  back  off  the  highway." 
So  far,  Norfolk  Southern's  intermodal 
business — piggyback,  stack  trains, 
RoadRailer — provides  only  6%  of 
Norfolk  Southern's  business,  so  there 
is  plenty  of  room  for  growth.  McKin- 
non; "As  my  predecessor,  Bob  Clay- 
tor,  used  to  say,  we've  got  to  learn 
how  to  think  like  truckers." 

Meanwhile,  Norfolk  continues  to 
throw  off  more  cash  than  it  can  invest 
in  the  railroad,  and  so  McKinnon  has 
spent  $260  million  buying  in  10  mil- 
lion of  its  shares,  and  has  the  author- 
ity (and  the  intention)  to  buy  in  an- 
other 10  million — "if  the  price  is 
right."  The  board  has  increased  the 
common  dividend  by  10%,  or  $22 
million  a  year,  and  laid  out  $38  mil- 
lion for  Illinois  Central  Railroad.  But 
the  company  still  sits  on  a  mountain 
of  cash,  some  of  which  McKinnon  is 
using  for  another  flier  at  stock  specu- 
lation: Norfolk  recently  spent  $100 
million  to  buy  shares  in  a  company 
McKinnon  refuses  to  identify.  "There 
are  opportunities  in  some  stock  situa- 
tions," he  says  coyly,  "that'll  give  you 
a  better  return  than  you  get  in  short- 
term  paper.  I'd  like  to  find  another 
Piedmont."  Who  wouldn't?  The  sale 
yielded  Norfolk  Southern  $112  mil- 
lion before  taxes  on  a  mere  $151  mil- 
lion investment. 

Even  at  that,  Norfolk  still  has  $600 
million  in  cash  and  just  8.2%  of  its 
capitalization  in  debt.  Don't  look  for 
McKinnon  to  buy  an  oil  company,  an 
apparel  company  or  follow  the  crowd 
into  financial  services.  If  he  does  any- 
thing, he's  likely  to  commit  Norfolk 
Southern's  extensive  financial  re- 
sources to  a  major  move  within  the 
transportation  business,  not  for  diver- 
sification. Meanwhile,  as  he  puts  it: 
"It's  the  day-to-day  work  on  the  little' 
things,  which,  if  you  do  enough  of  | 
them,  help  make  you  more  competi- 
tive and  improve  the  business."  ■ 


FORBES,  DECEMBER  26,  1988 


We  know  where  90% 

of  your  liability  claims 

will  occur 


There  are  risks  lurking  in  places  you  might  never  expect. 
As  a  recognized  leader  in  Health  Care  Risk  Management, 
we'll  show  you  how  to  spot  them.  In  fact,  we  can  show  you 
today  where  90%  of  your  liability  claims  will  most  likely 
occur  in  the  coming  year.  More  important,  we'll  show  you 
how  to  manage  them. 

Hall's  Heahhcare  Risk  Division  has  developed  an 
exclusive  approach  that  fully  integrates  clinical  risk 
management,  claims  management,  and  data  management. 
The  result  is  a  systematic  program  that  reduces  exposures 
and  controls  costs. 


Don't  wait  until  your  risks  surprise  you.  Call  us  at 
1-800-327-9846  (in  Florida,  call  1-800-346-5089). 

Let  our  experience  help  protect  the  well-being  of  your 
health  care  facility 


Healthcare 
Risk  Division 


Protecting  those  who  safeguard  our  health. 

Frank  B.  Hall  Healthcare  Risk  Division 
2600  Douglas  Road,  Coral  Gables,  FL  33134 
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ommunications 


Companies  like  Merrill  Lynch,  J.C.  Penney 
and  IBM  are  saving  on  hotel  bills  and 
airfare  by  broadcasting  over  their  own 
private  television  networks. 

Live  from  Dallas 


By  Fleming  Meeks 


It's  11:00  a.m.,  three  days  before 
Thanksgiving,  and  merchandise 
managers  from  seven  J.C.  Penney 
stores  in  northern  Connecticut  and 
western  Massachusetts  are  watchmg 
TV  in  a  conference  room  m  Enfield, 
Corm.  They're  not  watching  The  Price 
is  Right.  They're  looking  at  a  fashion 
show  of  sorts.  Live  from  a  studio  in 
Dallas,  the  j.C.  Penney  Television 
Network  is  broadcasting  a  display  of 
blouses,  skirts  and  pants  from  which 
Penney  buyers  will  select  lineups  of 
women's  clothing  for  spring  and  sum- 
mer tailored  to  each  store. 

J.C.  Penney  is  one  of  39  U.S.  compa- 
nies, including  IBM,  Federal  Express, 
Ford,  Merrill  Lynch,  Xerox  and  A.L. 
Williams  Insurance,  that  now  operate 
private  television  networks.  Penney 
uses  its  90  hours  a  month  of  program- 
ming to  improve  merchandising  and 
leduip  Jie  need  for  costly  mark- 
downs.  Other  business  broadcasters 
disseminate  company  news,  pep  talks 
and  produi  ■  demonstrations. 

Federal  ^.    press  does  a  daily  six- 
minute    mcuiing    broadcast    to    750 
sites  to  keep    mployees  up  to  date  on 
any  delivery  ;  oblems  that  may  have 
arisen  the  pr^  ious  night.  Insurance 
huckster  Art  V   Uiams  beams  an  hour 
0?   sales   traini.'ig  and    motivational 
Mlks  evt.v  Monday  to  25,000 
.iliams    •  Managers    at    about 
.  .    '^nd  when  IBM  rolled  out 
•^    .,!0  "Vax  Killer"  comput- 
alespeople  learned  of  its 


features  by  tuning  in  to  a  three-hour 
broadcast  at  350  sites. 

It's  a  safe  bet  there  will  be  more 
such  activity  in  the  next  decade.  The 
reason  is  that  travel  gets  ever  more 
expensive  while  data  transmission 
gets  ever  cheaper. 

Recognizing  an  opportunity,  two 
principal  companies  have  emerged  to 
handle  the  technical  end  of  corporate 
broadcasting.  Atlanta-based  Video- 
Star  Connections,  founded  in  1980 
(and  recently  acquired  by  General 
Motors'  Electronic  Data  Systems), 
manages  networks  for  17  companies, 
including  Federal  Express  and  Digital 
Equipment.  New  York  City-based  Pri- 
vate Satellite  Network,  founded  in 
1983,  currently  manages  networks  for 
16  companies,  including  J.C.  Penney 
and  Merrill  Lynch,  both  of  which 
were  early  investors  in  the  company. 

These  are  not  shoestring  opera- 
tions. Private  Satellite  Network  has 
gone  through  $27.8  million  in  venture 
financing  since  1983.  Its  five 
uplinks — the  equipment  that  beams 
the  signal  up  to  the  satellite — cost 
$500,000  to  $750,000  each.  The  com- 
pany also  uses  teleports  (uplinks 
owned  by  others)  in  eight  cities,  each 
of  which  houses  $200,000  worth  of 
the  network's  encryption  equipment. 
The  company  leases  space  on  a  satel- 
lite transponder  from  GTE  for  about 
$125,000  a  month.  Additional  satel- 
lite time  is  rented,  as  needed,  for  $350 
to  $600  an  hour.  Private  Satellite  has 
yet  to  turn  a  profit:  President  Richard 
Verne  says  the  company  is  currently 


at  break-even  on  revenues  in  the  $20  (. 
million  range.  ]i 

Penney,  the  largest  programmer  on  jj 
business  tv,  broadcasts  shows  on  ev- 
erything from  home  furnishings  to 
lingerie  from  four  studios  at  its  Dallas 
headquarters  to  725  Penney  stores. 
(Another  731  rural  stores  and  the  21 
Penney  stores  in  Alaska,  Hawaii  and 
Puerto  Rico,  beyond  the  satellite's 
range,  get  videotapes  in  the  mail.) 
Over  a  five-hour  period,  merchandis- 
ers might  look  at  as  many  as  1,000 
different  items,  while  a  buyer  seated 
at  an  anchor  desk  describes  the  fabrics 
and  notes  shipping  dates,  prices, 
markups  and  national  advertising 
plans.  Only  after  the  orders — later 
keyed  into  a  central  computer  by  the 
merchandisers — come  in  from  the 
field  do  the  buyers  make  their  final 
commitments  to  suppliers. 

F'enney  says  it's  saving  a  bundle  by 
going  video,  even  though  it  had  to 
shell  out  $7  million  for  installation. 
(Biggest  item:  $4.6  million  to  equip-i 
705  stores  with  satellite  dishes  and  \ 
decoding  devices.  Broadcasts  are  en- 
crypted to  prevent  curious  competi- 
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Robbie  McCIaran 


Control  room  atJ.C.  Penney^  tv 

How  to  save  on  dress  ntarkdowns  and  travel  costs. 


Robbie  McClaran 


tors  from  tuning  in.)  The  system  is 
displacing  an  estimated  $10  million  a 
year  of  travel  expenses  and  sample 
costs  with  $4  million  a  year  in  pro- 
duction and  satellite  costs.  More  im- 
portant, video  ordering  eliminates  de- 
lays that  had  previously  forced  buyers 
to  commit  to  orders  before  they  had 
heard  from  the  stores.  That  means 
fewer  dresses  dumped  at  bargain 
prices.  "You'rie  talking  about  tens  of 
millions  of  dollars,"  says  a  Penney 
communications  executive. 

Since  1984  Merrill  Lynch  has 
broadcast  a  45-minute  show,  "Action- 
Line,"  every  Tuesday  after  the  market 
close.  The  show  features  one  or  more 
employees  talking  about  how  they've 
been  successful  at  selling  a  particular 
product,  and  taking  questions  from 
brokers  in  the  479  offices  around  the 
country.  After  a  broadcast  last  August 
featuring  MuniVest  Fund  and  World 
Income  Fund,  sales  of  the  two  funds 
jumped  from  $20  million  a  day  to  $25 
million  a  day. 

But  even  more  effective  was  the 
broadcast,  mounted  with  just  45  min- 
utes' notice,  on  Oct.  19,  1987.  Fifteen 


minutes  after  the  market  closed  down 
508  points,  an  unruffled  Robert  Far- 
rell,  Merrill's  chief  market  analyst, 
appeared  on  tv  in  front  of  12,000 
shell-shocked  brokers  saying,  "[I]  look 
at  it  as  a  decline  that  may  be  way 
overstated.  ...  I  think  we're  going  to 
get  a  big  snap  back  from  it."  William 
Harrison,  a  Merrill  Lynch  broker  in 
Washington,  D.C.,  says  the  broad- 
casts, which  continued  throughout 
the  week,  gave  uniquely  valuable  sup- 
port to  morale.  "You  had  leadership 
being  shown  by  the  top  executives  of 
the  firm,  in  living  color,"  Harrison 
says.  "You  could  see  what  their  emo- 
tions were." 

Two  factors  made  the  use  of  satel- 
lites for  private  networks  possible. 
The  first  was  the  Federal  Communi- 
cations Commission's  deregulation  of 
receive-only  earth  stations  in  1979, 
which  meant  anyone  was  free  to 
plunk  down  a  satellite  dish  in  a  back- 
yard or  on  a  rooftop.  The  second  was 
the  launch  by  Satellite  Business  Sys- 
tems of  the  first  high-frequency  (Ku- 
band)  broadcast  satellite  in  1980. 

The  Ku  band  was  originally  intend- 
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ed  for  voice  and  data  transmission, 
but  Ku  satellites  soon  found  a  lot 
more  traffic  in  television  broadcasts. 
That  is  not  surprising,  since  a  single 
color  TV  signal  contains  an  enormous 
quantity  of  data  (if  it  were  digitized,  it 
would  run  90  million  bits  per  sec- 
ond— roughly  the  amount  of  data  in  a 
3,000-page  tome). 

As  voluminous  as  tv  shows  are, 
there  is  plenty  of  room  for  them  in 
Ku.  The  segment,  which  ranges  from 
2.5  to  2.6  centimeters  in  wavelength, 
covers  25  times  as  much  bandwidth 
(information-carrying  capacity)  as  in 
all  of  FM  radio,  which  ranges  from  280 
to  340  centimeters.  And  right  now  it's 
a  buyer's  market  for  satellite  time. 
Only  about  60%  of  the  1 52  transpon- 
ders, or  channels,  on  the  13  Ku-band 
satellites  in  orbit  over  the  U.S.  are  in 
use.  Should  demand  increase,  there's 
room  up  there  for  another  17  satel- 
lites, each  with  16  or  more  channels, 
or  at  least  272  more  channels.  (As 
many  as  30  satellites,  spaced  two  de- 
grees apart  in  the  sky,  can  broadcast  at 
once  without  interference.)  Also,  sat- 
ellites are  now  able  to  send  out  two 
strong  TV  signals  per  channel.  Thus, 
only  about  12%  of  the  Ku  band's  ca- 
pacity has  been  tapped. 

The  transponder  space  probably 
won't  remain  so  vacant  for  long,  how- 
ever. A  Parkinson's  Law  of  communi- 
cations channels — that  demand  ex- 
pands to  fill  available  capacity — dic- 
tates that  more  businesses  will 
discover  that  broadcasting  is  some- 
thing they  can't  do  without.  ■ 
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What  do  you  do  when  your  message  abso- 
lutely has  to  be  there  today — in  130,000 
different  and  incompatible  mailboxes? 

The  modern  art 
of  mass  mailings 


By  David  Chnrback 


WHEN  Texas  Air  was  arrang- 
ing the  purchase  of  Eastern 
Air  Lines  two  years  ago,  it 
had  to  notify  130,000  shareholders  in 
a  hurry.  It  went  to  Churchill  Commu- 
nications, a  smallish  |$10  million 
sales)  New  York  City  computer  firm, 
for  help. 

Churchill  is  a  fast-grow- 
ing player  in  a  specialty 
made  possible  by  the  fact 
that  the  U.S.  has  only  part- 
ly entered  the  age  of  elec- 
tronic mailboxes.  Someday, 
perhaps,  most  sharehold- 
ers, customers  and  employ- 
ees will  have  computers, 
and  the  computers  will 
speak  the  same  language. 
Then  corporations  will  be 
able  to  broadcast  messages 
with  little  effort.  They'll 
have  on  file  the  computer 
numbers  of  their  sharehold- 
ers, will  simply  zap  them 
the  message,  and  the  share- 
holders will  find  it  waiting 
when  they  check  their 
computers.  That  is  nearly 
impossible  today  because  of 
the  different  standards  used 
by  the  dozen  electronic 
mail  cariicrs  in  the  U.S. 

The  recent  acceptance  of 
a  standard  to  link  systems  should 
make  it  pos-ible  some  day  for  senders 
to  reach  any  recipient,  no  matter  what 
.service  he  >-  ibscribes  to.  For  now, 
though,  the  I'  S.  is  still  an  electronic 
Tower  of  Babi.!  Hence  the  need  for  a 


also  helps  wage  proxy  battles,  using 
fax  machines,  MCI  Mail  and  more 
than  a  dozen  other  intermediaries,  as 
well  as  an  800  number  for  sharehold- 
ers' responses.  Costly  and  complicat- 
ed, but  often  time  is  of  the  essence. 

Just  as  direct  mailers  turn  to  tradi- 
tional mail  shops  to  stuff  envelopes 
and  send  them  via  third-class  U.S. 
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Churchill  ConiniuiiiaitionsfvunJer  Mark  Rater 
The  electronic  mail  clerk. 
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mail,  companies  with  a  message  that 
needs  to  be  delivered  in  a  hurry  turn 
to  Churchill  to  find  the  fastest  and 
cheapest  way  to  get  it  to  the  target. 

Among  Churchill's  clients  are  drug 
companies  sending  product  recalls  to 
pharmacists,  banks  dunning  borrow- 
ers, and  politicians  raising  funds.  In 
the  two  weeks  after  last  year's  crash, 
Churchill  sent  out  160,000  margin 
calls  (four  times  the  normal  volume) 
on  behalf  of  24  brokers. 

"If  you're  an  investment  banker, 
then  you  want  to  be  an  investment 


banker  and  not  a  direct-mail  house," 
says  Eric  Amum,  editor  of  Electronic 
Mail  and  Micro  Systems,  a  newsletter 
published  in  New  Canaan,  Conn.  "An 
electronic  mail  service  bureau  takes 
that  hassle  off  your  hands." 

Founded  in  1970  from  the  ashes  of  a 
failed  data  processing  firm,  Churchill 
employs  80  people  to  handle  an  aver- 
age 20,000  or  so  messages  in  a  day. 
Founder,  president  and  sole  share- 
holder Mark  Roter  says  the  message 
volume  has  been  growing  at  a  rate  of 
15%  to  20%  a  year. 

Churchill  makes  its  money  by  pur- 
chasing electronic  mail  messaging  at 
a  discount  from  such  carriers  as  West- 
ern Union  and  charging  the  clients 
the  full  per-message  rate.  That  fee 
ranges  from  $38  for  a  letter-length 
hand-delivered  telegram  from  West- 
em  Union  to  $  1 .50  for  a  one-page  MCI 
Mail  letter,  in  which  a  string  of  text  is 
transmitted  over  MCI's 
phone  lines,  printed  out  at 
one  of  six  mail  stations, 
stuffed  into  an  envelope 
and  posted. 

The  essence  of  Chur- 
chill's services,  the  factor 
that  keeps  corporations 
from  attempting  to  do  mass 
electronic  mailings  them- 
selves, is  Churchill's  ability 
to  send  one  mailing  down 
any  one  of  a  dozen  electron- 
ic channels  with  varying 
degrees  of  urgency,  depend- 
ing on  the  recipient's  need. 
In  a  proxy  fight,  an  institu- 
tional investor  holding  a 
large  block  of  stock  gets  a 
courier-delivered  piece  of 
mail  guaranteed  to  land  on 
his  desk  within  four  hours, 
while  an  odd-lotter  would 
see  delivery  within  one  or 
two  days. 

Although  Western  Union 
and  MCI  provide  the  same 
mass  mailing  capabilities,  they  are 
tied  to  their  own  systems  and  can't 
easily  distribute  a  mailing  across 
competing  systems.  As  neutral  party 
and  translator,  Churchill  has  a  useful 
role  comparable  to  that  played  in  a 
slightly  different  context  by  systems 
integrators,  machines  that  mediate 
between  otherwise  incompatible 
computers.  Given  the  complexity  and 
variety  of  communications  media, 
Churchill's  role  isn't  likely  to  dimin- 
ish in  the  near  future. 
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I  When  The  Chairman  Of  Nestle 
tavels  On  Business,Who  Does 
He  Tbm  lb  In  A  Crunch? 


AT&T. 

The  long  distance  network  that 
delivers  the  most  reliable  service  on  the 
road.  Service  that  moves  as  fast  as  you 
do.  Putting  your  long  distance  calls 
through  instantly  from  more  phones 
worldwide. 

Which  is  why  no  matter  where  you 
are,  or  where  you  have  to  be,  you're 
never  in  a  crunch  wiien  you  turn  to  us. 
1 800  222-0300 


AT&T 

The  right  choice. 


Inierleukin-2  being  manufactured  at  Cetus 

it  could  be  a  treatment/or  kidney  cancer— someday. 


D2n  McCoy/Rainbow 


Science  &  Technology 


Eldited  by  Gary  Slutsker 

Cetus  launched  a  public  relations  cam- 
paign to  hype  its  products  and  its  stock.  It 
got  the  publicity,  the  stock  went  up — and 
then  reality  dawned. 

Look  before 
you  speak 


GENENTEc  i{  TAUGHT  US  a  great 
deal  about  P.R.  We  were  overly 
underexposed."  That  was  Ron- 
aid  Cape,  cofouiiier  and  chairman  of 
Cetus  Corp.,  the  Emeryville,  Calif,  bio- 
technology company,  talking  to  the 
Seu  Yo-k  Times  three  years  ago. 

From  then  on,  it  was  exposure,  cx- 
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posure,  exposure  for  Cetus  as  its  pub- 
lic relations  apparatus  went  into  high 
gear.  Both  Fortune  and  Newsweek  ran 
cover  stories  saying  Cetus  had 
achieved  a  breakthrough  with  its 
chief  bioengineering  product,  inter- 
leukin-2.  The  articles  were  based  on  a 
study  reported  in  the  New  England 


Journal  of  Medicine  in  which  interleu- 
kin-2  shrank  tumors  in  some  cancer 
patients.  It  was  just  the  hook  Wall 
Street  needed  to  send  Cetus  shares 
climbing,  from  $14  to  $40.  By  April 
1986  this  company,  with  sales  of  $50 
million  and  assets  of  $204  million,  had 
a  market  capitalization  of  $1  billion. 

The  result  of  all  this  hyperbole?  Af- 
ter disappointments  with  interleukin- 
2  and  with  biotech  stocks  generally  in 
shambles,  Cetus'  market  value  was 
recently  down  nearly  75%,  to  $276 
million.  Despite  having  one  of  the 
largest  and  most  distinguished  re- 
search staffs  in  the  industry,  Cetus 
has  yet  to  place  a  single  drug  it  has 
developed  on  the  market.  (Earlier  this 
month  Cetus  asked  the  Food  &.  Drug 
Administration  for  permission  to 
market  interleukin-2  as  a  treatment 
for  kidney  cancer.)  While  Genentech, 
founded  five  years  after  Cetus,  now 
has  four  drugs  in  production,  account- 
ing for  fully  half  of  this  year's  biotech 
drug  industry  sales  of  $550  million, 
Cetus  is  still  struggling  in  the  clinic 
and  in  the  regulatory  maze. 

Cetus  isn't  in  trouble.  It  has  $178  • 
million  in  cash  equivalents  against  an 
annual  cash  drain  of  $40  million.  The 
story,  however,  illustrates  the  dangers 
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in  its  class. 
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Saying  you've  got  the  best  choice  in  a  copier  is  one  thing. 

Having  someone  say  it  for  you  is  quite  another. 

Recently,  the  Minolta  490Z  was  declared  "the  strongest 
contender"  by  BLI,  a  leading  independent  testing  lab. 

Maybe  they  were  impressed  by  the  extraordinary  Simul- 
cdor™  process.  (The  ^%L  delivers  two-color  copies  in  a  single 
step,  faster  than  any  two-cdor  copier  in  the  wwld.)  Or  the  50 
ID  200%  zoom  ratio.  Or  its  simple  duplexing. 

Simul<alor  is  a  irademark  of  Miixiu  Corporation .  ©  1988  Minolta  Corporation 


Whatever  it  was,  we're  happy  to  have  been  judged  "the 
strongest  contender"  in  our  cla^. 

But  we'd  be  much  happier  if  you  called  1-800-USA-DIAL, 
Ext.  777  fo"  the  Minolta  dealer  nearest  you. 

Where  you  can  judge  {(x  yourself. 


COLOR  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


Siciinee  & 
Bechrioiogy 


of  too  much  publicity  too  soon  and 
the  difficulties  biotechnology  compa- 
nies face  in  moving  from  molecules  to 
margins. 

The  man  behind  the  hype  at  Cetus 
is  Robert  Fildes,  50,  a  blunt-talking 
British  pharmaceutical  executive  who 
previously  worked  at  Biogen,  Bristol- 
Myers  and  Glaxo.  He  arrived  in  1982 
to  find  a  rather  academic  institution 
whose  scientists  were  all  off  in  differ- 
ent directions. 

Fildes  focused  them  on  cancer 
drugs.  He  raised  money.  He  set  up 
partnerships  with  big  companies  to 
market  products  outside  Cetus'  can- 
cer drug  focus — with  W.R.  Grace  to 
help  fund  agricultural  biotech,  with 
Perkin-Elmer  to  develop  lab  instru- 
ments, and  with  Eastman  Kodak  to 
come  up  with  diagnostic  tests. 

A  few  years  ago  there  seemed  to  be 
plenty  of  reasons  for  celebrating,  and 
the  company  did  so  in  lavish  style, 
such  as  at  a  cancer  medicine  conven- 
tion in  Atlanta  last  year.  Cetus 
seemed  on  the  verge  of  capitalizing  on 
several  early  scientific  discoveries.  Its 
1985  annual  report  boasted  of  seven 
drugs  in  clinical  or  preclinical  trials 
and  predicted  that  at  least  one  would 
be  on  the  market  by  1988.  Cetus  was 
the  first,  or  among  the  first,  to  pro- 
duce several  important  molecules,  in- 
cluding beta  interferon,  interleukin-2, 
and  a  colony  stimulating  factor. 

But  then  a  combination  of  laborato- 
ry fumbles  and  bad  luck  erased  much 
of  that  advantage. 

In  1985  Cetus  was  the  first  biotech 
company  to  clone  a  colony  stimulat- 
ing factor,  a  genetically  engineered 
human  protein  that  is  believed  to  help 
cancer  patients  by  restoring  the 
body's  ability  to  produce  infection- 
fighting  white  blood  cells  killed  dur- 
ing chemotherapy  or  radiation  treat- 
ments. Back  in  1985  Cetus  said  it 
would  file  for  permission  to  begin 
testing  a  colony  stimulating  factor  in 
human  cancer  patients  by  1986.  In 
fact,  tests  won't  begin  until  early  in 
1989.  Meanwhile,  competitors  like 
Amgen  and  Immunex  are  already  in 
human  trials  ot  iheir  factors.  Genetics 
Institute  expects,  to  begin  shortly. 

In  the  enormoasly  promising  area 
of  immunotoxin^,  or  tumor  killers 
that  target  specmc  cancers  in  the 
body,  Cetus  has  also  had  difficulties. 
Its  bveast  C£.Qcer  immunotoxin  was 
originailv  scheduled  to  enter  trials  in 
early  19^6.  The  trials  started  in  May 


Robert  Fildes  of  Cetus 
Talk  ia  cheap. 


of  last  year,  but  were  quickly  cur- 
tailed after  a  few  patients  taking  the 
drug  experienced  numbness  in  their 
arms  and  legs. 

Now  Cetus  has  gone  back  to  the 
drawing  board  and  is  ready  to  start 
clinical  trials  soon  on  another  im- 
munotoxin, for  ovarian  cancer.  "They 
should  have  discovered  those  toxicity 
problems  in  animal  studies  before 
they  ever  got  to  humans,"  says  Stuart 
Weisbrod  of  Prudential-Bache.  Mean- 
while, Xoma,  a  Berkeley,  Calif,  outfit, 
has  been  testing  its  immunotoxins  for 
bone  marrow  transplants  (to  mini- 
mize transplant  rejection)  on  humans 
since  1986  and  could  get  to  the  mar- 
ket by  mid- 1990. 

Cetus  has  also  been  leapfrogged  in 
its  one  major  attempt  at  a  noncancer 
drug.  Cetus  scientists  cloned  a  mono- 
clonal antibody  to  treat  septic  shock, 
a  bacterial  infection  that  affects 
150,000  hospitalized  patients  a  year 
in  the  U.S.,  nearly  half  of  whom  die. 
(The  antibody  latches  on  to  toxins 
released  into  the  bloodstream  by  bac- 
teria, making  it  easier  for  defensive 
cells  to  go  after  the  toxin.)  Cetus  re- 
cently answered  additional  questions 
put  to  It  by  the  Food  &  Drug  Adminis- 
tration and  is  awaiting  permission  to 
test  the  drug  on  humans.  However, 
Xoma  and  Centocor  have  a  two-year 
jump  on  Cetus  and  could  reach  the 
market  with  septic  shock  drugs  by 
mid- 1990. 

Up  to  now,  Fildes'  strategy  has  been 
for  Cetus  to  market  the  major  drugs  it 
develops  and  to  license  everything 
else  out  to  corporate  partners.  Ironi- 
cally, however,  the  biggest  potential 
for  immediate  profits  comes  from  by- 


products of  Cetus'  mainline  work. 

Its  gene  amplification  system, 
which  rapidly  reproduces  billions  of 
copies  of  a  single  desired  gene  se- 
quence, has  promise  in  diagnosing 
AIDS  victims  since  it  can  identify 
minute  pieces  of  genetic  material  of 
the  human  immunodeficiency  virus 
(most  AIDS  tests  identify  the  pres- 
ence of  virus  antibodies  in  the  blood). 

"They  struck  gold  where  they  may 
have  least  expected  it — not  in  human 
therapeutics,"  says  George  Rath- 
mann,  chairman  of  Amgen,  one  of  the 
few  major  biotech  firms  whose  stock 
is  higher  now  than  before  the  October 
1987  crash. 

But  increasingly,  Fildes  realizes  he 
cannot  move  six  or  seven  drugs 
through  the  pipeline  himself.  Last 
year  Cetus  was  talking  to  Squibb 
about  forming  an  alliance  to  develop 
drugs  outside  the  cancer  market. 
Squibb  was  to  invest  $75  million  in 
Cetus,  buy  5%  of  its  shares,  and  market 
Cetus'  anticancer  drugs  in  Japan.  Fildes 
plastered  details  of  the  deal  in  his  letter 
to  shareholders  last  year,  but  glossed 
over  the  fact  that  the  deal  was  only  in 
the  talking  stage.  Last  December 
Squibb  and  Cetus  pulled  out  of  the  deal. 

"One  thing  that  is  becoming  clear 
to  us  is  that  we're  going  to  have  to 
share  things  we  have,"  Fildes  says.  "If 
you  try  to  keep  them  all  to  yourself, 
you  can't  move  everything  ahead  at 
the  same  pace.  That  is  not  always  a 
satisfactory  situation." 

Another  lesson — though  Fildes 
would  as  soon  not  talk  about  it — is 
this:  Publicity  is  no  substitute  for 
products. — G.S. 
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I  ick®CH600.  Technology  takes  a  quantum  leap  in  the  first  new  truck  designed  for 

90s.  And  beyond.  It's  a  new  dimension  in  room,  comfort  and  performance  for 

avy-duty  highway  hauling.  Every  inch  built  with  Balanced  Design,  from  its  totally 

r  A/  chassis  and  cab  to  its  integrated  sleepers  and  unified  aerodynamics.  See  the 

( 1600  at  your  Mack  dealer.  It's  not  just  a  new  shape.  It's  a  whole  new  dimension. 


^     11"^ 

■                        A 

I' — =^ 

m 

•        • 

m 

^^ 

^t^gamaa^^ 

^ 

^TRUCKS^ 

f 

1 

^ 

^^ 

0fsr 

J 

^^^V^^^^^^^H 

.^^^ 

\ 

« 

^ 

1 

^^^H^     Ik 

f-^.    .3P 

m 

L..-"'^^ 

0*. 


t^UJ'll 


gistered  tradOTprks  of  Mack  T. 


iHiiMarketing 


Edited  by  Jeffrey  A.  Trachtenberg 


As  the  length  of  television  commercials  has 
decreased  and  their  numbei^  has  increased, 
evidence  suggests  that  tv  advertising  is  los- 
ing some  of  its  punch. 


Viewer  fatigue? 


ADVERTISERS  ARE  Spending  an  es- 
timated $3  billion  this  year — 
i  fully  one-third  of  their  net- 
work budgets — to  air  15-second  com- 
mercials nationally.  This  flood  of 
money,  up  an  estimated  350%  in  the 
last  three  years,  for  quickie  commer- 
cials has  increased  the  total  number 
of  spots  that  are  being  aired  by  more 
than  20%  during  the  same  period.  But 
more  isn't  better.  There  is  increasing 
evidence  that  as  the  number  of  com- 
mercials increases,  their  effectiveness 
decreases. 

Television  viewers  are  apparently 
less  and  less  able  to  distinguish  one 
commercial  from  another,  one  brand 
from  another,  one  advertising  mes- 
sage from  another. 

Consider:  In  continuing  studies 
based  on  more  than  50,000  consumer 


interviews  annually,  the  nationally 
respected  market  research  company 
Sami/Burke  has  recorded  the  first  ap- 
parent significant  decline  in  viewers' 
ability  to  recall  commercials.  "Re- 
call" measures  whether  viewers  can 
remember  a  commercial  they've  seen 
within  24  hours  after  seeing  it.  This  is 
one  of  the  most  widely  used  measures 
of  a  commercial's  effectiveness. 

Typically,  Sami/Burke  telephones 
households  within  24  hours  after  test 
commercials  have  aired.  First,  view- 
ers arc  asked  whether  they  saw  the 
commercial  being  tested;  those  who 
say  they  did  are  then  asked  to  remem- 
ber either  a  visual  clement  or  the  sales 
message.  Only  when  a  viewer  can  re- 
member either  of  them  is  he  or  she 
checked  off  as  having  recalled  the 
commercial.  From  1975  to  1979,  the 


average  recall  rate  was  24% ,  meaning 
that  24%  of  the  viewers  could  remem- 
ber seeing,  say,  a  specific  Kellogg's 
cornflakes  commercial  the  night  be- 
fore. From  1980  to  1984,  that  average 
recall  rate  edged  down  to  23%;  and 
from  1985  to  1987,  it  dipped  again,  to 
22% .  This  year,  the  recall  number  is 
down  to  21%. 

"The  15s  [15-second  commercials] 
started  to  air  in  1985,  so  we  think  the 
link  is  obvious,"  says  Roger  Flechsig, 
Sami/Burke  vice  president.  "There's 
only  so  much  the  viewer  can  absorb." 

Sami/Burke  is  not  alone  in  its  find- 
ings. Every  year  Video  Storyboard 
Tests  Inc.,  a  New  York  advertising 
research  company,  asks  4,000  people 
to  recall  all  tv  commercials  they  have 
seen  in  the  previous  seven  days.  The 
company's  average  recall  figures  have 
decreased  from  1.72  commercials  in 
1983  to  1.47  in  1987.  Factor  out  the 
famous  "dancing  California  raisins" 
commercial  and  the  1987  retention 
figure  drops  to  1.2^  "The  industry 
refuses  to  admit  it,  but  people  either 
change  channels  or  zap  the  commer- 
cials with  their  VCRs,"  says  Dave  Va- 
dehra,  president  of  Video  Storyboard. 
"Nielsen  says  people  are  watching 
television  for  almost  seven  hours  a 
day.  But  is  anybody  listening?  No- 
body wants  to  know." 

Admittedly,  pure  recall  may  not  be 
an  ideal  way  to  judge  a  commercial's 
effectiveness,  but  now  it  is  one  of  the 
generally  accepted  measures.  Patricia 
Greenwald,  a  market  researcher  for 
more  than  20  years,  says,  "There  is  an 
axiom  in  marketing  theory  that  'share 
of  mind'  has  to  precede  'share  of  mar- 
ket.' You  have  to  get  into  the  consum- 
er's head  before  she  purchases." 

"As  the  airwaves  become  more 
crowded,  the  15-second  commercials 
will  have  greater  recall  problems," 
says  Peter  Klein,  president  of  McCol- 
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inly  SAA  has  more  going  for  the  business  traveler, 
lore  noflsf ops,  more  connecf ions. 


Of  all  the  airlines  serving  Southern  Africa,  only  SAA  has  more 
•tffer. 

Begin  with  a  choice  of  nine  European  gateways — with  more 
istops  than  all  other  airlines  combined. 

Then  sit  back  and  savor  SAA's  renowned  in-flight  service; 
^ry  detail  designed  for  the  long  haul. 

Arrive  refreshed  to  SAA's  home  field  advantage.  Enjoy  the 
lefits  of  more  ground  staff,  baggage  handlers,  land  services 
i  connections  to  more  cities  than  any  other  airline. 

Plus  more  this  fall — enjoy  SAA^s  new  free  offers. 

Free  to  roundtrip  Blue  Diamond  (First)  Class  passengers  this 
— a  one-way  overnight  journey  on  the  luxurious  Blue  Train. 

Free  to  roundtrip  Cold  (Business)  Class  passengers — an  exotic 
ve-viewing  safari  with  an  overnight  stay  at  an  exclusive  game 
erve. 

Or,  en  route,  both  classes  can  enjoy  deluxe  hotel 
:ommodations  in  Lisbon  or  Rio  de  Janeiro — absolutely  free. 
For  more  information,  call  1-800-722-9675.  In  NYC  826-0995. 


For  more  information  on  SAA's  new  free  offers  tfiis  fall, 
call  or  write:  South  African  Airways,  900  Third  Ave. 
New  York,  N.Y.  10022 
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A  10-second  commercial  for  Evian  created  by  TBWA 
Does  cheaper  and  shorter  mean  more  effective? 


And\  Snoa'  Piauff  Gmup 


J\i  .,< '  /  .\Lhsif>  ofSatni  liurL'c 

"There's  only  so  much  the  vieiver  can  absorb. 


lum/Spielman  International,  a  re- 
search company  that  tests  recall  in 
controlled  viewing  situations. 

There  is  an  advertising  theory  that 
advocates  short,  repetitive  messages 
as  the  best  way  to  communicate.  Bill- 
boards are  one  example.  Drivers  must 
get  the  message  quickly,  because  they 
usually  see  a  given  billboard  for  less 
than  15  seconds,  depending  on  how 
fast  they  are  going.  But  watching  tele- 
vision IS  becoming  a  lot  like  driving 
down  a  highway  cluttered  with  hun- 
dreds of  billboards.  Bill  Tragos,  chief 
operating  officer  of  TBWA  Advertis- 
ing, a  New  Yo'-k  agency,  says,  "Piling 
on  tons  of  crap  doesn't  work  in  a  clut- 
tered enviroimicnt." 

Media  buyers  explain  the  move  to- 
ward 15-second  tv  commercials  this 
way.  Cost-conscious  clients  saw  the 
8-  and  15-second  commercials  that  air 
regularly  in  Japan  and  Europe  and  de- 
cided they  wanted  the  same  savings. 


The  clients  felt  that  cutting  the 
length  of  the  commercial  was  a  smart- 
er way  to  save  than  cutting  the  num- 
ber of  commercials.  In  this  they  were 
heavily  influenced  by  what  advertis- 
ers call  "share  of  voice."  This  statisti- 
cal concept  says  that  if  your  competi- 
tion's message  is  being  heard  by  20 
million  viewers  each  week,  your  mes- 
sage should  be  heard  by  that  many  as 
well.  A  number  of  large  packaged- 
goods  manufacturers,  such  as  Procter 
&.  Gamble,  decided  that  in  many 
cases  they  can  get  adequate  share  of 
voice  more  cheaply  with  the  shorter 
commercials. 

Some  market  research  shows  that, 
at  least  in  controlled  situations,  a  15- 
second  commercial  is  recalled  nearly 
70%  as  often  as  a  30-second  commer- 
cial. Since  the  15-second  commercials 
usually  cost  only  half  of  what  it  costs 
to  air  the  30s,  the  clients  figure  they 
are  using  their  dollars  more  efficient- 


ly, getting,  in  effect,  70%  of  the  bang 
for  50%  of  the  buck. 

However,  the  testing  that  produced 
the  favorable  results  was  done  in  so- 
called  controlled  studies,  in  which 
viewers  look  at  commercials  in  movie 
theaters  or  other  atypical  situations. 
It  wasn't  done  amid  the  real-life  clut- 
ter of  today's  tv  commercials. 

"We've  always  considered  that  to 
be  the  biggest  problem  with  con- 
trolled testing  situations,"  says  Flech- 
sig  of  Sami/Burke.  "That's  why  we  do 
our  testing  by  phoning  viewers  who 
have  seen  the  commercials  at  home." 

Obviously,  Flechsig  loves  to  criti- 
cize the  competition;  he'd  like  as 
much  of  their  business  as  he  can  grab. 
But  he  has  a  point:  Much  of  the  test- 
ing that  seems  to  support  the  shorter 
commercials  is  unrealistic. 

Consider  New  York-based  ASI  Mar- 
ket Research.  It  airs  half-hour  shows 
tor  special  audiences,  showing  them 
150  seconds  of  commercials,  includ- 
ing only  two  1 5s.  A  regular  tv  viewer 
might  see  four  1 5s  in  a  half  hour,  not 
two.  Moreover,  instead  of  two  60-sec- 
ond  pods  and  one  30-second  commer- 
cial, the  average  viewer  will  see  about 
five  minutes  or  more  of  commercials. 
Further,  in  an  isolated  test  situation 
the  audience  knows  in  advance  it  will 
be  tested  on  the  commercials  it  sees; 
therefore  chances  are  viewers  are  con- 
centrating to  a  degree  few  of  us  do  in 
our  living  rooms. 

The  fact  is  that  there  have  been  no 
new  published  studies  of  the  effec- 
tiveness of  15s  alone  in  actual  view- 
ing conditions.  Rather,  the  last  wave 
of  research  on  recall  of  15s  was  pub- 
lished in  1985.  "The  tv  environment 
is  clearly  very  different,"  says  Betsy 
Frank,  senior  vice  president,  Saatchiip 
&.  Saatchi  Advertising.  "We'd  like  tor 
see  some  new  testing." 

The  lesson  for  marketers:  Viewers 
are  seeing  more  and  rememberini 
less.  The  probable  result?  More  net 
work  troubles  and  a  further  shift  ol 
advertising  dollars  into  coupons  an( 
in-store  promotions. — J.A.T. 
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'oeewNCfBcweof  NOPTHAMfeiCA  inc 


Presenting  the  new,  rather  faster  Ra  ^ 


couv^e^ 


low  can  you  improve  a  car  that  many 
insider  a  near  perfect  combination  of  luxury, 
yie  and  Herculean  performance? 

For  one  thing,  you  can  make  it  faster. 

With  a  new,  more  powerful  3.9  liter  V-8 
.igine  that  significantly  improves  acceleration, 
id  makes  the  Range  Rover  a  great  deal  more 
sponsive  at  cruising  speed. 

For  another  thing,  you  can  make  it  easier 
1  drive  in  difficult  oonditions. 


With  a  sophisticated  system  that  auto- 
matically compensates  for  conditions  where 
traction  may  otherw  ise  be  lost. 


RANGE  ROVER 


haven't  ^''''^'  °^   '' 
change -"  ^^^  elegant  comfort,  or  daunung 
off-road,  4-vvheel  dtWe  capabilities  that  make 
a  Range  Rover  a  Range  Rover. 

So  why  not  call  1-800-FINE  4WD  soon 
for  a  dealer  near  you.' 

After  all,  even  at  a  price  in  the  vicinity  of 
$36,000,  now  that  Range  Rovers  are  going 
faster  than  ever,  they'll  probably  be  going 
faster  than  ever. 


Personal  Affairs 


Edited  by  William  G.  Flanagan 

Within  a  few  hours'  drive  of  Los  Angeles  are 
a  couple  of  weekend  hideaways.  They're 
not  ''Lifestyles  of  the  Rich  and  Famous, "  but 
may  be  just  what  you  are  looking  for. 

Los  Angeles 
escapes 


By  Ellen  Paris 


.\'uu..un  \i,,it'\.  in  .\n:^ii  iittircgo  Suih'  Park,  near  Honvgu  Sprint's.  CltiliJ 
Six  hunAred  thoua€uul  acres  of  mountains,  badlands  and  cactus 


i'.iul  lofiiison 


^ 


100KING  FOR  a  quiet  weekend  es- 
_  cape,  within  easy  drive  of  Los 
I  Angeles? 
Borrego  Springs,  170  miles  and 
about  three  hours  by  car  southeast  of 
Los  Angeles,  is  the  Palm  Springs  of 
the  San  Diego  social  set — but  without 
the  hyperdevelopment,  wall-to-wall 
people,  fast-food  restaurants,  strip 
centers,  big  hotels  and  shopping 
malls.  Borrego  Springs  has  been  a 
well-kept  secret  for  years.  Borrego  is 
surrounded  by  the  vast  Anza-Borrego 
Desert  State  Park,  600,000  acres  of 
rugged  6,000-foot  mountains,  barren 
badlands  and  vast  valleys  studded 
with  weathered  boulders,  mesquite 
and  barrel  cactus.  The  town  has  a 
permanent  population  of  2, 149.  There 
isn't  a  major  freeway,  or  even  a  stop 
light,  within  50  miles. 

The  park  itself,  with  500  miles  of 
dirt  roads  and  two  dozen  well-marked 
hiking  and  horseback  trails,  is  the 
area's  main  attraction,  but  there's 
also  the  nearby  observatory  on  Mount 
Palomar  and  the  Salton  Sea,  27  miles 
to  the  east.  If  you  like  driving  off- road 
vehicles,  the  Ocotillo  Wells  State  Ve- 
hicular Recreation  area  has  some 
14,000  acres  of  open  desert  reservedf 
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Ojai  Valley  Inn  &  Couyitry  Club 
At  dtisk,  the  "pinJc  moment." 


John  Livzey/Dot 


for  that  purpose.  Borrego  also  has 
three  good  18-hole  golf  courses. 

Borrego's  history  is  as  colorhil  as  its 
setting.  In  1774  the  Spanish  explorer 
Juan  Bautista  de  Anza  trekked 
through  the  area,  then  populated  by 
the  Kumeyaay  and  Cahuilla  Indians. 
In  the  mid- 1 9th  century  Thomas 
Long  (Peg  Leg)  Smith,  a  Kentucky 
trapper,  began  telling  tales  of  a  fabu- 
lous gold  deposit  nearby.  It  remains  to 
be  found.  What  put  Borrego  on  the 
map  was  the  St.  Louis-to-San  Francis- 
co Butterfield  Overland  Stage,  which 
started  in  1858.  During  World  War  U 
the  valley  rumbled  with  tanks  train- 
mg  for  duty  in  the  African  desert. 

If  the  setting  appeals,  the  best  place 
to  stay  is  the  78-unit  La  Casa  del 
Zorro,  owned  by  Helen  Copley,  wid- 
ow of  James  Copley,  of  San  Diego's 
Copley  Newspapers  chain.  Rooms  av- 
erage $150  per  night  (619-767-5323). 
La  Casa  imports  popular  jazz  combos 
from  Los  Angeles  and  San  Diego.  The 
best  time  to  visit  the  area,  however,  is 
in  the  spring,  when  the  desert  wild- 
flowers  are  in  bloom. 

Ojai  (pop.  7,864),  surroimded  by  the 
rolling  green  Topa  Topa  Mountains, 
is  about  85  miles  and  90  minutes 
northwest  of  Los  Angeles.  It's  where 
Frank  Capra  filmed  the  1937  classic 


I 


Lost  Horizon,  with  the  Ojai  Valley  star- 
ring as  Shangri-la.  Experience  "the 
pink  moment"  at  dusk,  when  a  rosy 
hue  bathes  the  valley  and  the  moun- 
tains, and  you'll  understand  why. 

Among  the  valley's  first  settlers 
were  people  who  were  attracted  to  the 
area  for  health  reasons.  Ojai  later 
drew  East  Coast  artists  and  others 
with  its  warm,  dry  climate.  Eventual- 
ly it  became  a  haven  for  southern  Cal- 
ifornia potters  and  painters,  and  still 
is.  And  with  so  many  artists  about, 
there's  no  lack  of  music,  dance  and 
theater.  There  is  also  an  annual  three- 
day  music  festival,  to  be  held  next 
year  from  June  2  to  June  4. 

Ojai  has  managed  to  retain  its  sim- 
ple character,  mainly  by  imposing 
tight  restrictions  against  conmiercial 
and  residential  development.  The 
town's  tree-shaded  streets,  lined  with 
Spanish-style  houses,  are  virtually 
unchanged  since  the  1920s,  when 
millionaire  glassmaker  Edward 
Drummond  Libbey  arrived  in  town 
and  helped  build  the  original  Ojai  Val- 
ley Iim  &.  Country  Club. 

The  setting  seems  to  appeal  to  the 
mystical-minded.  Overlooking  the 
valley  is  Meditation  Mount,  head- 
quarters of  something  called  Medita- 
tion Groups,  Inc.  And  Ojai  is  head- 
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quarters  to  the  J.  Krishnamurti  Foun- 
dation of  America. 

But  most  visitors  come  to  relax  and 
shop  the  art  galleries  and  boutiques 
that  line  the  block-long  arcade  on  East 
Ojai  Avenue,  or  play  golf  on  the 
championship  18-hole  course  at  the 
200-acre  Ojai  Valley  Inn  &.  Country 
Club.  The  inn  is  now  managed  by 
Hilton  International,  but  prior  owners 
include  movie  star  Loretta  Young  and 
songwriter  Hoagy  Carmichael.  Rates: 
$150  to  $635  per  night. 

Lf  you  want  to  work  some  kinks 
out,  drive  down  7  miles  of  canyon 
road  to  98-year-old  Wheeler  Hot 
Springs  Restaurant  and  Spa.  It  has  pri- 
vate rooms  with  redwood  tubs  of  hot 
and  cold  mineral  spring  water,  and 
provides  massage  service.  Go  on  Sun- 
day for  the  brunch  and  tub  special. 

Los  Padres  National  Forest,  near 
Ojai,  has  excellent  hiking  trails  and 
campgrounds.  Another  worthwhile 
excursion  is  the  wine  country  north- 
west of  Santa  Barbara.  Don't  miss  the 
award-winning  Firestone  Vineyard, 
owned  by  Brooks  Firestone,  grandson 
of  the  founder  of  the  tire  company. 

For  more  information,  call  the  Ojai 
Valley  Chamber  of  Commerce  at  805- 
646-8126. 
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Q^tt^M^  Mo  Who's  Who 


Greg  Couch 


TIhe  current  edition  of  Wxj's  Wlx)  hi 
America  lists  77,259  distinguished 
Americans.  Ever  wonder  what  it  takes 
to  be  in  that  number? 

In  some  cases,  all  it  may  take  is  a 
stamp,  an  envelope  and  your  own  ac- 
count of  who  you  are  and  what  you've 
done.  \\'lx)'s  Wlxj  in  Atmrica  is  the  best 
known,  and  most  prestigious,  of  an 
even  dozen  W}x)s  Wfx)  books  compiled 
by  Marquis  Who's  Who,  part  of  Mac- 
miUan  Directory  Division,  based  in 
Wilmette,  111  John  Daniels,  managing 
editor  of  th'  flagship  book,  says  that 
the  entire  sciies  accepts  around  400 
write-in  noip  I  nations  a  year.  The 
Marquis  senc  also  includes  Wlxj's 
Wlxj  in  the  Souir  and  Southuvst.  W/x)'s 
Who  in  Hruinceci  id  IndidStij',  Wlxjs  W/x) 
'■•  \-r.-rican  Lau.  "tc. 

'hi':al  inu>rmation  is  always 

I  l^  the  listec.  As  many  a 

'  and  rcscruchcr  has  learned, 

the  ,:j.:..  v/ay,  the  information  is  not 


closely  checked  by  the  publishers. 
More  than  one  listee  has  invented  a 
college  degree,  deleted  a  marriage, 
overstated  achievements,  etc. 

Of  course  most  of  the  listees  are  not 
self-nominated.  Daniels  explains  that 
all  members  of  Congress,  state  offi- 
cials, heads  of  the  major  businesses, 
prominent  sports  and  entertainment 
figures,  leaders  in  education,  medi- 


cine, the  arts,  etc.  are  invited  to  sub- 
mit biographies. 

Besides  the  Marquis  series,  begun 
in  1898,  there  are  some  140  other  ref- 
erence books  published  under  the 
"Who's  Who"  title  by  other  compa- 
nies. (The  title  cannot  be  copyri^t- 
ed.)  Most  are  compiled  in  a  fashion 
similar  to  the  Marquis  series. 

Another  important  series  on  promi- 
nent Americans  is  produced  by  the 
American  Biographical  Institute,  of 
Raleigh,  N.C.  It  publishes  The  Directo- 
)y  of  DistinguiiJjed  Americans,  Personal- 
ities of  America  and  Two  Thousand  Nota- 
ble Americans.  Its  research  board  of 
some  4,000  advisers  nominates  80% 
of  the  listees.  The  board  is  largely 
made  up  of  people  on  its  own  lists. 

Of  course,  not  all  books  of  lists  are 
so  generous  with  their  nominations. 
Especially  picky  are  the  society 
books,  such  as  the  Social  Register. 
Some  major  cities  now  have  their  own 
blue  books — whatever  colors  the  cov- 
ers may  be.  Listing  in  those  pages  is 
usually  by  invitation  only. 

Take  Tfye  Social  List  of  Washington, 
DC.  commonly  known  as  the  Green 
Book,  first  published  in  1930.  In  a  city 
where  key  players  often  change  places 
every  four  years  or  so,  it  is  an  indis- 
pensable guide  to  and  for  the  capital's 
social  set. 

There  are  some  5,000  names  on  the 
list,  including  the  top  members  of  of- 
ficial Washington,  from  the  President 
down  to  the  foreign  diplomatic  corps 
and  officials  of  the  Organization  of 
American  States.  That  basic  list  is 
supplemented  by  prominent  mem- 
bers of  the  Washington  social  circuit. 
To  get  in,  you  must  be  recommended 
by  several  already  on  the  list.  Then 
your  nomination  is  considered  by  a 
board  of  five  members,  whose  identi- 
ties are  kept  secret. 

There  is  one  list  that  does  not  re- 
quire you  to  fill  out  any  question- 
naires, or  to  have  any  important  con- 
nections. In  1988  it  required  only  that 
you  be  worth  more  than  $225  million. 
Still,  not  everyone  listed  is  all  that 
keen  about  making  The  Forbes  Four 
Hundred. — Edward  Giltenan 


Trusting  yourself 

So  you've  written  your  will — un- 
like the  majority  of  Americans, 
who  leave  the  divvying  of  their  es- 
tates up  to  the  state,  which  is,  of 
course,  lunacy. 

But  what  happens  if  you  get  a  little 
dotty,  or  physically  disabled,  in  your 
later  years  and  become  unable  to  han- 
dle your  business  or  financial  affairs? 


Even  before  you  have  departed,  the 
state  could  likewise  decide  who  man- 
ages such  matters,  and  even  who 
might  take  care  of  you.  (Remember 
the  legal  squabble  over  who  would 
care  for  Groucho  Marx?) 

Enter  the  revocable  trust,  which 
does  the  work  of  a  will — and  more. 
According  to  Edward  S.  Schlesinger,  a 
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Since  1735  there  has 

NEVER  BEEN  A  Q^UARTZ  BlANCPAIN  WATCH 

And  there  never  will  be. 


IB 


BlancpaiN 


Faithful  to  the  traditional  art  of  watchma- 
king, each  watch  is  still  assennbled,  pol- 
ished and  finished  by  hand  by  the  indivi- 
dual watchmaker. 

In  all,  only  four  ladies'  watches  and  six 
men's  watches,  each  individually  signed 
and  numbered,  leave  our  workshops  at 
the  end  of  the  day. 

BOSTON  Oo:teiann   DETROIT  Schuboi   HARTFORD  Green  6  Sieven  KANSAS  CITY  Tivol   LOS  ANGUES  Princess  Eimme   NEW  YORK  Cellini.  Tourncau.Wempe  NEWPORT  BEACH  Moboco  OMAHA  Borsheims  TORONTO 
European  Jewelieiv    BERMDDES  Cnsson    GRAND  CAYMAN  Dennis  Smilh    ST  BARTHELEMY  Poim  Or    ST  MAARTEN  La  Romans    ST  THOMAS  Rmera 
Information  by  BLANCPAIN  SA  -  CH1348  Le  Brassus  -  SwiKerland  -  Ti  459420  Tel  01D41-2I864092 


New  York  attorney,  a  revocable  trust 
basically  is  an  agreement  between 
you,  the  person  who  owns  the  assets, 
and  a  trustee  or  trustees,  who  will 
manage  them.  While  you  are  alive  as 
Vt'ell  as  afterwards.  The  trustees  can 
include  you  (at  least  for  a  while),  fam- 
ily members,  bankers  and  advisers. 
(It's  generally  not  a  good  idea  to  name 
a  business  partner  as  a  trustee,  howev- 
er.) The  trustees  can  be  changed  at 
any  time. 

There  are  differences  in  tax  conse- 
quences between  a  will  and  a  revoca- 
ble trust,  but  they  are  insignificant. 
Other  advantages  of  a  trust: 

•  If  you  own  property,  such  as  oil  and 
gas  interests,  in  more  than  one  state,  a 
trust  can  preclude  your  will's  being 
probated  in  each  state  where  you  own 
property. 

•  A  will  is  a  public  document;  a  revo- 
cable trust  is  a  private  agreement. 
Nosy  outsiders  will  not  get  a  chance 
to  see  the  trust  and  know  exactly  who 
got  what. 

•  Administration  of  the  trust  is  not 
interrupted  by  death.  This  can  be  very 
important  to  the  owners  of  businesses 
or  volatile  investment  portfolios.  Af- 
ter you  die,  the  revocable  trust  dis- 
poses of  your  assets  just  as  a  will 
would.  But  decisive  actions  can  be 
taken  on  the  business  or  portfolio  by 
your  trustees  while  the  probate  pro- 
cess drags  on,  which  can  take  months. 

Why  aren't  there  more  revocable 
trusts  in  existence? 

One  major  reason:  ignorance.  Set- 
ting one  up  is  no  more  complicated 


than  writmg  a  will,  but  many  lawyers 
simply  are  not  familiar  with  them. 
And  not  many  clients  ask  about  them. 
Moral:  Ask  your  lawyer  whether  a 
revocable  trust  would  not  make  more 


sense  for  you  than  a  will.  He  or  she 
will  most  likely  be  stumped  for  an 
answer. 

If  your  lawyer  cannot  draw  one  up, 
find  another  attorney. — W.G.F. 


Putting  your  home  movies  on  tape 

WW  aving  seen  an  ad  last  year  for 


transferring  old  home  movies  on 
awkward  reels  to  convenient  video- 
tape cassettes,  Cape  Cod  business 
consultant  Vincent  Mahon  brought 
his  30-year-old  home  movies  of  his 
wedding  to  the  local  photo  developing 
store.  Great  idea,  disastrous  results. 
The  onte  colorful  images  came  out 
almost  black  and  white,  there  were 
frame  skips  caused  by  careless  projec- 
tion, and  some  footage  wasn't  even 
visible  anymore. 

Converting  home  movies  to  video- 
tape cassettes  has  become  a  big  busi- 
ness, already  ipproaching  $50  million 
per  year,  and  everyone  is  getting  into 
the  act — from  department  stores  to 
video  and  photo  shops  to  independent 
lab',  Typical  prices  are  around  10 
<;ei:t^  ,1  foot.  But  the  quality  of  repro- 
can  vary,  from  professional 
r  to  something  that  looks 
like  I    was  made  in  someone's  base- 


ment using  a  movie  screen  and  a  vid- 
eo camera  mounted  on  a  tripod. 

For  best  results,  deal  directly  with  a 
lab  yourself.  Look  under  Video  Pro- 
duction or  Duplication  Services  in  the 
Yellow  Pages.  Or  try  the  Motion  Pic- 
ture, TV cnulTlvatre  Directory,  available 
from  MPE  Publications  in  New  York 
at  (212)  245-0969.  The  cost  is  $6.95 
plus  tax  and  shipping.  Not  all  the  labs 
listed  work  with  home  movies,  but 
they  may  be  able  to  refer  you  to  others 
that  do.  The  better  labs  often  have 
expensive,  customized  equipment 
and  special  lenses,  without  which  re- 
sults can  be  shoddy — especially  if  you 
are  dealing  with  old  or  damaged  film. 
A  good  lab  will  be  able  to  repair,  or 
cope  with,  torn  perforations,  shoddy 
splices  and  shrinkage.  If  the  lab  isn't 
equipped  to  handle  shrinkage,  which 
reduces  the  distance  between  perfora- 
tions, your  film  risks  being  shredded 
in  the  duplicating  machine.  A  good 


lab  can  also  control  the  luminosity 
and  color  of  the  film. 

Be  wary  of  labs  promising  to  rejuve- 
nate or  restore  your  film  tlirough 
some  magic  formula.  Jan-Christopher 
Horak,  curator  at  George  Eastman 
House  in  Rochester,  N.Y.,  which 
houses  the  third-largest  film  archive 
in  the  U.S.,  observes  that  chemical 
solutions  for  restoring  film  are  uncer- 
tain. The  safest  means  for  cleaning 
film  is  still  probably  a  damp  cloth.  If 
your  film  is  in  really  bad  shape,  con- 
sider copying  it  first  to  film  and  then 
to  video.  If  you're  in  doubt,  give  the 
lab  one  test  reel  of  film  to  see  how  it 
comes  out. 

And  note:  Don't  discard  your  origi- 
nal film.  For  image  quality  and  preser- 
vation purposes,  film  still  can't  be 
beat.  New  technologies  may  someday 
replace  VHS  cassettes,  in  which  case 
you're  better  off  with  a  quality  film 
master.  Store  your  master  film  and ' 
videocassettes  in  areas  that  are  cool 
and  dry. — Philip  Glouchevitch 
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In  Scotland,  when  expressing  greetings  of 
e  season,  what  matters  most  isrit  the  words. 
5  the  warmth  from  within. 
The  good  things  in  life         — 
ay  that  way 
Happy  holidays  from 
ewar'sIWhite  Labell  i 
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By  Dyan  Macluin 


Booz,  Allen  'sfoiyner  boss  tried  to  democra- 
tize the  process  of  picking  a  successor  He 
succeeded  only  in  creating  a  mess. 


Gladiators'  ball 


! , pi\'>l(k'ni  ofMO^")  Inutucuil  Sen ico 
•^J  a  fair  election,  a  gladiatora'  contest. 


Booz,  Allen  &.  Hamilton  Inc., 
the  big  New  York-based  con- 
sulting firm,  could  use  some 
advice  itself.  Since  1984  roughly  a 
third  of  the  firm's  176  partners  ha 
quit;  its  once-thriving  commerci 
consulting  group  has  been  decimatei 
leaving  Booz,  Allen  excessively  reli 
ant  on  government  work,  the  lowest- 
margin,  most  labor-intensive  side  of 
the  business. 

The  trouble  apparently  started  in 
1984,  when  James  Farley,  who  is  now 
president  of  MONY  Financial  Ser- 
vices, was  the  chairman  of  Booz,  Al- 
len. Farley  and  his  top  partners  had  a 
theory:  At  55,  managers  should  step 
aside.  At  Booz,  Allen  he  did  not  ex- 
pect them  to  leave  the  company  in 
what  amounted  to  midcareer,  but  he 
did  insist  that  they  return  to  consult- 
ing work  and  pass  the  reins  of  execu- 
tive responsibility  to  younger,  more 
energetic  hands.  Farley  made  this  offi- 
cial firm  policy. 

In  1983,  his  54th  birthday  ap- 
proaching, Farley  came  up  with  the 
idea  of  setting  up  a  wirmer-take-all 
horse  race  among  his  top  partners: 
Though  he  would  chair  the  nominat- 
ing committee,  Farley  would  stay  out 
of  the  process  and  leave  the  decision 
making  on  a  successor  to  a  democrat- 
ic process,  corporate-style. 

Farley  established  a  selection  com- 
mittee of  15  partners  to  choose  his 
successor  for  him.  Anyone  interested 
m  the  job  should  step  forward,  and  he 
would  be  considered. 

As  Farley  envisioned  things,  the 
committee  would  interview  each  and 
every  partner  of  Booz,  Allen's  37  of- 
fices worldwide  about  the  self-de- 
clared candidates.  The  committee 
members  would  probe  for  what  quali- 
ties the  partners  would  welcome  in  a 
leader,  what  qualities  would  be  un- 
welcome, and  more  generally,  what 
ought  to  be  done  with  the  firm  itself 
m  the  future.  As  a  final  and  deciding 
step,  the  committee  would  interview 
each  candidate  individually. 

Seven  of  management's  best  and 
brightest  declared  they  would  run, 
and  the  race  was  on.  It  was  a  disaster. 
Gossip  picked  up  and  work  slowed 
down.  Booz,  Allen's  John  McGrath  on 
being  a  candidate:  "It  was  like  taking 
your  clothes  off  in  the  middle  of  a 
street.  It  is  very,  very  tough."  The 
process  took  ten  months,  distracting 
for  the  firm  and  candidates  alike. 

Though  Farley  set  out  to  create  the 
very  fairest  of  election  machines, 
what  he  really  got  was  a  gladiators' 
contest,  candidate  against  candidate 
and  the  whole  thing  out  in  the  open. 
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THE  BEST  CAR 
OVER  THERE 
IS  OVER  HERE. 

The  European  Car  of  the  Year  award  is  one  of  the  most  coveted  awards  in  the  automobile      o  © 


industry.  And  it  isn't  given  lightiy.  To  win  it,  a  car  has  to  impress  not  merely  a  handful  of  judges 
but  57  of  Europe's  most  respected  automotive  journalists  representing  17  different  countries. 


urop«an 
ihrVrar. 


405  DL 


$14,500 


So  if  the  new  Peugeot  405  had  just  won  this  prestigious  award,  it  would  have  been  well  worth  a  new 

car  buyer's  consideration.  But  it  didn't  just  win. 

Of  a  possible  57  first  place  votes,  the  new  front-wheel  drive  405  col- 
lected an  amazing  54.  No  other  winner  in  the  25-year  history  of  the 
award  has  ever  achieved  so  convincing  a  victory.  But  then  perhaps  no 


405  S 


$17,700 


405  Mi  16 


$20,700 


MSRP  Encludn  d^fi  charge,  tax.  title,  options  and  registration 


other  car  has  ever  offered  as  rich  a  blend  of  attributes.  After  a  recent  road  test.  Car  and  Driver  was 
moved  to  remark,  "The  405  is  greater  than  the  sum  of  its  parts.  The  car  is  an  uncommonly  well- 
integrated  automobile  . . . ."  Every  1989  Peugeot  405  comes  with  the  security  of  a  5-year/50,000-mile 
powertrain  limited  warranty  and  the  most  comprehensive  roadside  assistance  plan  available:  <®).* 
•  So  why  not  call  1-800-447-2882  for  the  name  of  the  Peugeot  dealer  nearest  you  and  test  drive  the 
best  car  over  there.  After  which  we  think  you'll  agree  that,  attribute  mam 
for  attribute,  dollar  for  dollar,  it's  also  the  best  car  over  here.     t^lA 

C)1988  Peugeot  Motors  of  America.  Inc.       'Membership  subject  to  the  rules  and  regulations  of  ^^ 
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Shoe  Story 

At  Sheraton,  we've  always  asked  our  employees  to  try  to 
imagine  themselves  in  our  guests'  shoes. 

But  even  v^  w^re  a  bit  surprised  to  hear  about  the 
Sheraton  manager  who  gave  the  shoes  he  was  wearing  to  one 
of  his  guests. 

It  seems  that  the  guest  was  about  to  go  on  a  job  interview 
wtien  he  realized  that  he  had  forgotten  to  pack  shoes  to  go 
along  with  his  suit. 

Having  noutiere  else  to  turn,  he  sheepishly  called  the 
front  desk.  And  discovered,  as  luck  v^uld  have  it,  that  he  and 
the  manager  had  the  same  shoe  size. 

So  the  manager  exchanged  his  shoes  for  the  guesfs 
sneakers.  And  we're  happy  to  report  that  the  interview  was 
a  success. 

Sheraton  employees  are  trained  always  to  remember  the 
little  things  that  make  such  a  big  difference. 

So  although  we  may  be  a  large,  worldwide  hotel  group 
with  nearly  500  hotels,  inns  and  resorts  in  more  than  60 
countries,  therie's  one  thing  a  Sheraton  employee  never  loses 
sight  of  when  it  comes  to  our  guests,  little  things  mean  a  lot. 

Call  Sheraton  at  800-325-3535.  Or  call  your  travel 
agent.  And  next  time  you're  away  from  home,  w/eM  f^) 
make  sure  you  put  your  best  foot  forward 
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The  hospitality  people  of 
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This  ttw  stoiy  tcx*.  place  at  Industry  Hills  &  Sheraton  Resort,  City  of  Industry,  California  ®  1988  The  Sheraton  Corporation. 
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John  Abb<)i[ 


Miciuu'l  McC.'ullonfih.  clxtiniuiii  uj  lk)uz.  Allen  &  Jkimilton 
Winning  the  horse  race  by  default. 


Forbes  interviewed  dozens  of  people, 
including  many  current  top  Booz,  Al- 
len partners.  Understandably,  all  in- 
sisted on  anonymity.  Here's  what 
they  said. 

•  John  Lesher,  SO  in  1984,  then  presi- 
dent and  head  of  the  firm's  commer- 
cial sector.  Being  number  two  in  the 
firm  meant  he  was  old  blood,  not  new. 
Also,  he  had  only  five  years  to  go  until 
he  too  had  to  step  down. 

•  John  Harris,  then  43,  ran  the  eastern 
region.  He  was  young,  but  his  peers 
did  not  regard  him  as  an  adept  manag- 
er; at  tiHi'  s  his  operations  ran  over 
budget. 

•  John  McCiath,  46  at  the  time,  ran 
the  firm's  ea-  central  region.  "I'm  not 
a  splashy  guv  '  he  said  of  himself,  and 
he  was  right,  oft-spoken,  and  with  a 
background  in    ngineering,  he  had  a 

'pj'ation  for  s  irking  risk. 

Ebbs,  t  icn  42,  a  consultant 

ijh- technology  background. 

s  wtll  liked  but  lacked  man- 

;-  vocrience.  He  often  came 


■U 


up  with  ideas  that  were  not  thought 
through.  For  example,  he  made  a  pre- 
sentation to  the  company's  managing 
partners  regarding  the  merits  of 
adopting  a  system  of  uniform  bonuses 
but  neglected  to  specify  how  the 
whole  thing  would  work.  By  the  end 
of  the  presentation,  his  plan  lacked 
credibility,  and  so  did  he. 

•  William  Sommers,  then  51,  ran  the 
firm's  western  region.  Age  alone 
would  have  ruled  him  out,  but  he  also 
struck  many  of  his  peers  as  having  a 
cool  personality.  With  a  Ph.D.,  he  pre- 
fers to  be  addressed  as  Doctor  rather 
than  Mister  or  Bill.  He  had  made  him- 
self unpopular  after  executing  a 
bloody  round  of  firings  upon  taking 
over  the  San  Francisco  office  in  1983. 

•  Cyrus  Freidheim  )r.,  49  at  the  time, 
ran  the  central  region  in  Chicago.  Bril- 
liant he  was,  but  Freidheim  had  a  ca- 
pacity for  making  people  feel  just  a 
touch  inadequate  intellectually 
whenever  in  his  presence. 

The  winner:  Michael  McCullough, 


45  at  the  time,  head  of  Booz,  Allen's 
government  sector.  Based  in  Bethes- 
da,  Md.,  McCullough  was  a  relative 
unknown  to  most  of  his  peers,  and  in 
a  race  of  this  kind  that  proved  a  major 
asset.  Also,  he  was  a  decent  financial 
manager.  Compared  with  the  corpo- 
rate consulting  business,  which  had 
already  begtin  to  lose  momentum, 
McCuUough's  group  was  building 
revenues  with  astonishing  speed, 
largely  because  Ronald  Reagan's  in- 
creases in  the  defense  budget  were 
generating  fresh  demand  for  Penta- 
gon-related consulting  work. 

At  45  McCullough  was  also  the  per- 
fect age.  Thanks  to  the  rule  imposed 
earlier  by  Farley  that  all  senior  man- 
agers had  to  step  aside  at  55,  he  would 
have  ten  full  years. 

What  sort  of  leader  has  he  turned 
out  to  be?  Like  many  executives  of 
the  1980s,  McCullough  was  smitten 
with  restructuring  fever,  and  within 
two  years  had  reorganized  the  firm 
away  from  its  traditional  geographical 
lines  to  an  industry-by-industry  struc- 
ture. The  regrouping  so  far  has  done 
little  to  improve  Booz,  Allen's  operat- 
ing ability  but  has  created  enormous 
ill  will  and  a  large  number  of  resigna- 
tions. "To  say  the  process  created  bad 
feeling  does  not  capture  the  essence," 
says  one  former  partner. 

McCullough  describes  his  style  as 
letting  "ideas  bubble  up."  But  some  of 
his  colleagues  see  this  as  nothing 
more  than  an  unwillingness  to  take  a 
true  leadership  role. 

Farley's  selection  process  produced 
the  candidate  least  offensive  to  the 
most  people.  It  was  a  bad  move.  Rival 
consulting  firms  like  McKinsey  &  Co. 
continue  to  pull  ahead.  Booz,  Allen, 
which  used  to  dominate  McKinsey  in 
corporate  consulting,  has  dropped 
way  behind.  In  that  area  Booz,  Allen's 
revenues  have  grown  sluggishly,  to 
$260  million,  compared  with  McKin- 
sey's  $400  million. 

Would  Farley  not  have  been  better 
off  handpicking  his  successor?  He 
copped  out  on  what  is  undoubtedly 
one  of  a  chief  executive's  most  impor- 
tant responsibilities:  choosing  a  quali- 
fied successor.  After  all,  if  the  chair- 
man can't  decide  who  is  best  to  run 
the  firm,  then  who  can? 

And  what's  the  basis  for  the  arbi- 
trary judgment  that  a  boss  should  vaj| 
cate  the  executive  suite  at  age  55? 
Sonie  people  are  just  hitting  stride  at 
55.  Farley,  for  example,  now  58,  in  hi 
new  career  is  running  a  $23  billioi 
(assets)  operation. 

The  moral  of  this  story  is  that  th« 
old   way   of  doing   things   is   som( 
times — not  always,  but  sometimes 
better  than  fancy  new  ways.  ■ 
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People  in  widely  divergent  businesses  agree  on  one  method  of  transportation: 
the  Beechcraft  King  Air.  The  industry's  quality  leader. 

Comfortable,  reliable,  able  to  accommodate  up  to  10,  the  King  Air  is  more 
efficient  to  buy  and  fly  than  any  jet.  That's  one  reason  it's  preferred  more  than  two 
to  one  over  any  other  single  line  of  corporate  airplanes-turboprop  or  jet. 

King  Air.  Your  office  in  the  air,  with  ample  room  to  meet,  plan,  discuss  and 
rehearse.  You  can  even  keep  in  touch  with  the  office  on  the  optional  airborne 
telephone.  All  without  the  hassles  of  airline  schedules  and  crowded  hubs. 

And  when  the  day's  work  is  done,  you  can  stretch  out  in  a  seat  covered  in  fine 
fabrics  or  leathers,  adjust  your  personal  reading  light,  turn  on  the  stereo-and  start 
to  get  in  shape  for  tomorrow's  challenges. 

The  Beechcraft  King  Air.  Call  1-800-835-7767,  Ext.  7097  today  and  learn  more 
about  how  it's  gotten  3,100  different  companies  off  the  ground. 
Beechcraft.  Where  new  ideas  take  flight. 


*Dfeechcraft 

A  Rafytheon  Company 
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Edited  by  Robert  T.  Grieves 


Deregulated  power  utilities? 


'any  regulated  electric  utility 
I  companies  are  in  a  bind,  says 
James  E.  Rogers  Jr.,  the  new  chairman 
of  PSI  Holdings,  Inc.,  parent  company 
of  Public  Service  Indiana  (1987  reve- 
nues, $1  billion).  They  are  losing  sales 
to  independent  producers  of  cogener- 
ated  energy  around  the  country  and 
are  required  by  lavs^  to  buy  any  elec- 
tricity the  independents  can't  sell.  So- 
lution? Rogers  predicts  that  within 
the  next  three  years  the  Federal  Ener- 
gy Regulatory  Commission,  bowing 
to  industry  pressure,  will  open  up  ac- 
cess to  interstate  transmission  sys- 
tems so  utilities  can  sell  electricity  to 
consumers  in  other  states  and  recap- 
ture some  of  their  lost  profits. 

Rogers  bases  his  prediction  on  the 
commission's  reaction  to  pressure 
from  some  utilities  and  consumer 
groups.  In  October  it  approved  the 
pending  merger  between  PacifiCorp 
and  Utah  Power  &.  Light,  but  required 
them  to  allow  other  utilities  to  move 
electric  power  on  their  transmission 
system  as  a  condition  for  approval. 
Rogers  expects  more  rulings  along 
those  lines  to  follow.  Eventually, 
open  access  and  the  increased  compe- 
tition resulting  from  it  will  cut  con- 
sumer electricity  prices,  he  says. 


Before  joining  PSI  in  October,  Rog- 
ers, 41,  was  president  of  the  interstate 
natural  gas  pipeline  system  of  Hous- 
ton's Enron  Corp.  He's  also  served  as  a 
deputy  general  counsel  for  litigation 
at  the  Federal  Energy  Regulatory 
Commission  and  reviewed  electric, 
gas  and  phone  rate  cases  as  an  assis- 
tant attorney  general  in  Kentucky. 

Rogers  concedes  that  utilities  with- 
out surplus  electricity  to  sell  at  com- 
petitive rates  could  be  hurt  by  in- 
creased competition.  That  possibility, 
however  remote  now,  might  include 
PSI  some  day.  Nevertheless,  he  says, 
"Competition  is  generally  good,  even 
if  you  don't  know  how  it's  going  to 
play  out."— R.T.G. 


A  modest  proposal 

A  unique  opportunity  may  be  at 
hand  for  public  policymakers 
wrestling  with  America's  overwhelm- 
ing and  apparently  chronic  budget  and 
trade  deficits,"  wrote  David  Kemper 
in  the  Dec.  12  issue  of  the  Awr  Repub- 
lic Kemper's  modest  proposal:  a  $7.5 
trillion  leveraged  buyout  of  the  U.S. 
Under  his  plan,  a  syndicate  of  friendly 
investors  would  buy  the  country  from 
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Jan.    .    .,,.:cr.sji    i.hair»ui>i  of  I'S/  HoUiini's.  Inc 
"Competition  ia  generally  good." 


Conunerce  Batics/xires'  Kemper 
Sell  off  the  western  states. 

the  federal  government,  sell  off  the 
western  states,  then  flip  the  rest  of  the 
country  east  of  the  Mississippi  back 
to  Washington  on  a  tax-free  basis.  Re- 
sult: The  national  debt  would  be  re- 
tired and  each  man,  woman  and  child 
in  the  U.S.  would  receive  $20,000. 

Kemper,  president  and  chief  execu- 
tive of  Kansas  City,  Mo.'s  $5  billion 
(assets)  Commerce  Bancshares,  was 
only  half  kidding.  He  satirized  the 
current  leveraged  buyout  craze  in  that 
fashion,  he  says,  because  "it's  reached 
absurd  proportions."  Says  Kemper: 
"The  concept  is  valid,  but  I  think  you 
will  eventually  see  a  lot  of  defaults  in 
those  junk  bonds,  and  that  will  be  a 
major  problem  for  our  banking  sys- 
tem." Kemper  is  also  turned  off  by  the 
big  LBO  players.  "You  have  these 
large  pools  of  fiduciary  money  where 
the  manager  is  also  the  underwriter 
and  dealmaker,"  he  says.  "That's  an 
explosive  combination  for  excesses." 

A  native  of  Kansas  City,  Kemper, 
38,  graduated  from  Harvard  and  Ox- 
ford before  earning  an  M.B.A.  from 
Stanford  in  1976.  He  worked  for  Mor- 
gan Guaranty  in  New  York  City  for 
two  years  before  returning  to  Missou- 
ri, where  he  became  president  of 
Commerce     Bancshares     in      1982. 

'We're  a  pretty  conservative  bank," 
says  Kemper.  "We've  stayed  out  of 
foreign  loans,  REITs  and  energy  loans, 
and  I  know  we're  going  to  stay  away 
from  LBOs."— R.T.G. 
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Drug  smuggler's  startup 

Is  the  laundering  of  drug  money  al- 
ways a  bad  thing?  Sometimes  sim- 
ple questions  pose  tricky  problems. 
Consider  $55  million  (sales)  Sound 
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Peter  C.  Besljouri,  president  uf  Suiincl  Advice 
"Yes,  our  seed  money  came  from  maryuana." 


Advice,  an  audio  and  video  compo- 
nents chain  w^ith  17  stores  in  Florida. 
It's  done  so  well  that  Forbes  ranked  it 
40th  on  this  year's  list  of  the  200  best 
small  companies  in  America.  But  Pe- 
ter C.  Beshouri,  Sound  Advice's  34- 
year-old  president,  admits,  "Yes,  our 
seed  money  came  from  marijuana.  It's 
most  unfortunate,  but  that's  the  way 
it  was." 

Sound  Advice's  initial  capital  of 
around  $100,000  was  provided  back  in 
1974  by  a  drug  smuggler  named 
Thomas  Powell.  Powell  persuaded 
four  young  men  in  their  20s  who 
worked  with  Beshouri  at  a  Tech  Hi-Fi 
store  in  Detroit  to  open  a  stereo  store 
in  Florida.  Though  none  of  the  young 
men  questioned  where  Powell's  capi- 
tal was  coming  from — or  say  they 
didn't — the  money  was  in  fact  pro- 
ceeds from  marijuana  smuggling  by 
Powell.  "You've  got  to  remember  this 
was  at  the  beginning  of  the  drug  era, 
when  laundering  drug  money  was  vir- 
tually unknown,"  says  Beshouri.  Be- 
shouri joined  the  company  a  few 
months  after  it  was  founded,  eventu- 
ally became  a  minority  partner,  and 
was  named  president  three  years  ago. 

Though  Sound  Advice  has  gone  on 
to  do  well,  Beshouri  remains  dogged 
by  the  company's  drug  money  back- 
ground. Questions  first  surfaced  two 
years  ago  when  Oppenheimer  &.  Co. 
was  handling  Sound  Advice's  initial 
stock  offering.  Oppenheimer's  law- 
yers recommended  that  a  note  be  in- 
cluded in  the  offering  saying  that 
questions  had  been  raised  about  the 
source  of  the  funds,  and  Beshouri 
agreed.  "Everybody  said  this  is  where 
part  of  the  money  came  from,  so  let's 
just  go  ahead  and  put  it  in  there," 
Beshouri  says. 


And  what  of  drug  smuggler  Powell? 
He's  currently  serving  a  ten-year  sen- 
tence at  a  jail  at  Eglin  Air  Force  Base, 
in  Florida.— R.T.G. 


Dr.  Cleanroom 

Shortly  after  Japan  and  the  U.S. 
signed  an  agreement  two  years  ago 
designed  to  increase  computer  chip 
exports  to  Japan,  an  embarrassing 
problem  emerged:  The  Americans 
couldn't  produce  the  chips  in  the 
quantity  or  quality  needed. 


That  situation  is  now  changing  for 
the  better,  says  Tadahiro  Ohmi:  "U.S. 
manufacturers  may  catch  up  with  Jap- 
anese chip  quality  production  by  the 
early  1990s.  The  trend  is  already  un- 
der way."  Ohmi  is  the  Japanese  re- 
search scientist  whose  ultraclean  chip 
processing  methods  have  helped  Japa- 
nese chip  manfacturers  achieve  pro- 
duction yields  three  times  higher 
than  those  of  American  firms  during 
the  past  decade. 

What  accounts  for  the  turnaround? 
The  U.S.  manufacturers'  newfound 
enthusiasm  for  applying  technologi- 
cal innovations  in  chip  design  and 
manufacture — many  of  which  are  Jap- 
anese— to  their  own  product  lines.  In 
past  years,  Ohmi  says,  U.S.  semicon- 
ductor researchers  and  manufacturers 
viewed  themselves  as  being  in  two 
distinctly  different  fields.  "Now  U.S. 
researchers  and  engineers  recognize 
the  importance  of  cooperation,"  he 
points  out. 

A  professor  of  electrical  engineering 
at  Japan's  Tohoku  University,  Ohmi, 
49,  visits  the  U.S.  regularly  to  deliver 
scholarly  papers  and  discuss  chip  re- 
search with  American  colleagues. 
When  he  talks,  companies  like  IBM 
and  Intel  listen.  But  is  there  nothing 
the  Japanese  can  learn  from  American 
chip  experts?  "The  Japanese  have 
learned  a  lot,"  he  says  with  some  sur- 
prise. "After  all,  American  research- 
ers are  superior  to  the  Japanese  in 
basic  ideas."— R.T.G. 


Tadahiro  Ohmi,  Japanese  research  scientist 

The  new  trend  in  computer  chips  is  already  under  way. 


jiihn  H.irding 
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NASA  HAS  CHOSEN 
CONTELTO  MANAGE 
ITS  SOPHISTICATED 
TRACKING  AND 
DATA  RELAY 
SATELLITE  SYSTEM. 


WHAT  ON  EARTH 
CAN  WE  DO  FOR  YOU? 


» 


S:x  hours  and  13  minutes 
after  liftoff  of  t/ie  sliuttle 
Discovery,  NASA's  newest 
communy;  nations  satellite  was 
rocketing  iward  an  orbit 
22,300  mif^s  al}Ove  the  eartli. 
Very  soon  it  vill  start  relaying 
'"messages  b   ^ween  low  earth- 
ing spac^  vehicles  and  an 
earth  station  complex  in  White 
Sands,  V/Vf ;  relaying  voice, 
vide€ ,  and  distal  signals  Oiou- 


sands  of  miles  with  remarkable 
clarity  and  precision. 

Contel  is  making  this  pos- 
sible. We're  managing  NASA's 
satellite  communications 
system  from  t/ie  ground  up.  To 
t/iose  who  know  us,  including 
the  2,500,000  customers  in 
30  states  who  call  us 
"the  telephone  company,"  this 
isn't  surprising.  Few  companies 
have  our  expertise  and  ex- 


perience in  creating  advanced 
telecommunications  systems. 

Because  we  can  satisfy 
needs  as  complex  as  NASA's, 
we  believe  we  can  satisfy  yours. 
To  learn  more  about  Contel's 
capabilities  in  telecommunica- 
tions, write  to  Contel  Corporate 
Communications,  PC  Box 
105194,  Atlanta,  Georgia  30348. 


The  Forbes/WUshire  5000  Review 


Edited  by  Steve  Kichen 


:Wilshire  5000  equity  index' 
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Low  yields  could  signal  lower  share  prices.  Stock  prices 
and  earnings  are  often  erratic,  but  dividends  tend  to  be 
much  more  stable.  This  is  the  thesis  of  Geraldine  Weiss 
and  Janet  Lowe's  recent  book,  Dividends  Don't  Lie:  Find- 
ing Value  in  Blue  Chip  Stocks.  Weiss  believes  a  stock's 
underlying  value  is  in  its  dividends,  not  its  earnings  or  its 
prospects  for  capital  gains.  For  the  past  23  years  Weiss  has 
preached  this  concept  in  Investment  Quality  Trends,  a  La 
loUa,  Calif.-based  newsletter.  "Markets  will  go  up  and 


down,  but  the  yield  will  remain  between  3%  and  6%,"  she 
says.  Weiss  is  rather  bearish  now.  That's  because,  with 
interest  rates  rising.  Wall  Street  may  become  unhappy 
with  the  present  yield  of  only  3.7%  on  the  Dow  stocks. 
For  example,  for  the  Dow  to  yield  6%  at  current  payout 
levels,  the  average  must  decline  800  points. 

During  the  last  two  weeks  the  markets  remained  sub- 
dued. New  York  Stock  Exchange  trading  averaged  145 
million  shares  daily.  The  Wilshire  index  gained  2% . 


Closeup  On  the  Equity  Markets 


■                                                              Perfomumee  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500^ 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

'in  last  4  weeks 

-1.7 

-1.9 

-2.5 

-1.7 

-0.8 

-1.9 

in  last  52  weeks 

22.6 

21.3 

18.4 

21.5 

27.3 

27.6 

■r 

Stotk  perfmnanee  based  <m  six  k^  invests  yardsticiis 

Percent  change 

Company  size 

Volatility^ 

P/E  multiple 

Dividend  yield 

Growth  profile* 

Share  price 

large 

small 

high 

low 

over  21 

under  8 

over  4.5% 

none 

high 

low 

over  $34 

under  $4 

in  last  4  weeks 

-1.8 

-2.7 

0.0 

-1.2 

-1.0 

-2.6 

-1.6 

-0.2 

-0.4 

-1.7 

-2.1 

-3.5 

in  last  52  weeks 

26.7 

61.6 

80.6 

29.2 

41.1 

37.7 

23.4 

81.8 

75.0 

30.8 

30.1 

51.8 

'wilshire  index  reflects  price  performance.  It  differs  sliglitly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was 
'a  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.  ''A  quantitat 
growth  image,  determined  by  Wilshire  Associates. 

created.  ^Based  on  sales, 
ve  evaluation  of  a  stock's 

Note:  All  data  £oiT)eriods  ending  12/02/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
FORBES,  DECEMBER  26,  1988 

139 

'msi 


Where  the  Action  Is 


.a-:''^Aj.  tr  '  ".■ 


Advances  in  technology.  Over  the  past  two  weeks  this 
group  advanced  3.1%  for  a  first-place  tie  with  consumer 
durables.  The  best  stocks  in  the  technology  sector  were 
3Com,  Amgen,  MCI  and  Autodesk,  all  of  which  posted 
gains  in  excess  of  10%. 

Consumer  nondurables,  which  advanced  only  1.9%, 
lagged  the  Wilshire  index.  The  footwear  stocks  were  one 


of  the  weaker  industries  in  this  sector.  Both  Reebok  and 
Nike  fell  over  7% .  Reebok  is  expected  to  show  a  decline  in 
1988  earnings.  Insider  profit-taking  may  have  hurt  Nike,  a 
stock  that  has  more  than  doubled  from  its  1987  low. 
Vickers  Online  Services  reports  that  Nike  has  had  nine 
consecutive  insider  sales  since  May,  with  insiders  unload- 
ing over  $8  million  in  stock. 


Percent  change  in  last  52  weeks  0<2>  Percent  change  in  last  2  weeks 


Capital  goods 

50 

0 

^^ 

-25 

1  1  1 

1  1  1  1  1 

1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

'87 

■88 

Energy 

50 
0       ^ 

-^+iM^ 

-25 

1  1  1 

1  1  1  1  1  1   1  1  1  1      1  1  1  1  1  1  1  1  1  1  1  1 

'87 

'88 

Technology 

50 

" 

^^>i- 

-25 

1  1  1  1  1  1  1  1  1  1 1  1  1  1  1  1  1  1  1  1  1  1 

•87     1      '88 

Consumer  durables 

50                                             ^.„_^      ^^» 

0 

^ 

^V^^ 

-25 

1   1   1 

M  M  M  M  1  1     M  M  M  M  M  M 

'87 

'88 

Finance 

50 

0 

V 

y 

^ 

1^0.8^. 

-25 

MM 

1  1  1  M  M  1  M     M  M  1 M 

'87      1 

■88 

Transportation 

50 

0 

^ 

^2.^^ 

-25 

MM 

M  M  M  1  1  M 

1  M  1  1 

1   i  1  1   1   1 

•87      1 

•88 

Consumer  nondurables  and  services 
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What  the  Analysts  Think 


Brokerage  houses  search  for  a  bottom.  Security  analysts 
over  the  past  two  weeks  downgraded  their  1988  earnings 
estimate  for  Merrill  Lynch,  from  $3.02  to  $2.19.  But  the 


experts  raised   their  forecast  for  PaineWebber,   which  ] 
earned  $3.03  a  share  in  1986.  The  1988  earnings  estimates 
for  PaineWebber  rose  21%,  to  63  cents  a  share. 


ftaeeastii^  the  Porbes  Sales  500 

Perfon.iance 
period 

Average 
earnings  per 
share          P/E 

latest  12  m.    ths 
loSSestimatv 
1989  estimate 

$3.30         11.6 
3.59         10.7 
3.97           9.7 

Rank  based  on 
change  in  estimate 


Sector 


Consumer  durables 


Ucilitiu 


Cipital  goods 


Energy 


Riw  materials 


Consumer  nondurables 


Finance 


Transporution 


Technology 


Estimated  1988 
EPS  P/E 


$5.09 


2.39 


2.72 


3.26 


3.18 


2.48 


3.36 


2.28 


3.00 


11.3 


10.3 


14.1 


11.9 


9.2 


14.0 


8.6 


12.2 


11.7 


%  change  in  1988  estiiiut< 
in  2  weeks       in  4  weeks 


0.66% 


0.28 


0.07 


0.02 


-0.18 


-0.19 


-0.38 


-0.40 


-0.61 


2.78% 


0.32 


0.13 


0.87 


-0.12 


-0.48 


-0.46 


-0.23 


-1.09 


Jraii.i;.i  pri,ii^tior.s  arc  cupiuli^atiun-weightcd  consensus  estimates  from  over  3,000  sccunty  analysts.  Dau  are  compiled  and  updated  continually  by  the  Institutional  Brt>ke 
t5'.imate  Svjtom  (IBESI,  a  service  of  Lynch,  [ones  &.  Ryan,  a  New  York-based  brokerage  firm 
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First  Boston 
September  1988 


*to^D     BUT  NOT  GOOD  ENOUGH.; 


^y^^,j8Z"  1987  Bank  Per/o 
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BobVanBuren, 
CEO,  Midlantic  Corp 


Last  year  our  net  income  set 
another  record,  the  11th  record- 
breaking  year  in  a  row  for  the 
Hungry  Bankers. 

Standard  &  Poor's  upgraded 
our  debt  (one  of  only  21  banks  so 
recognized.)  Salomon  Brothers 
ranked  us  third  in  overall  perfor- 
mance. Smith  Barney  gave  us 
their  Bank  Performance  Review 
Gold  Medal  Award. 

Coming  after  a  solid  decade 
of  consistently  outstanding  per- 


formances, even  we  Hungry 
Bankers  were  pleased.  Our  chair- 
man wanted  more. 

A  tough  act  to  follow,  but  we 
did  it.  When  the  curtain  came 
down  on  the  first  nine  months  of 
1988,  our  net  income  set  yet 
another  record,  S163.4  million. 
Return  on  average  equity  17.80%. 
Return  on  average  assets,  a  very 
healthy  1.19%.  We  raised  the 
quarterly  dividend  by  11%,  the 
eleventh  consecutive  year  of 


mcreases. 

"Finally"  we  thought,  "now 
even  our  chairman  can  sit  back 
and  relax..." 

We  never  learn. 

Mie>Lantic 

TheSuper-Re^md 
worth  watching. 

Midlantic  Banks  and  Continental  Bancorp  are 
members  <rf Midlantic  Corporation. 


The  Funds 


You  pay  your  mutual  fund  manager  to 
pick  stocks  for  you.  Should  you  he  upset  if 
he  just  sits  on  your  portfolio? 

Dont  just 

do  something, 

sit  there 


By  Jonatban  Clements 


STEVEN  Kroll,  chief  stock  picker 
of  the  Hutton  Investment  Se- 
ries Growth  Fund,  is  a  busy 
man.  In  its  last  fiscal  year  his  fund  ran 
up  a  turnover  of  423%,  meaning  that 
Kroll  bought  more  than  $4  of  securi- 
ties and  sold  more  than  $4  of  others, 
for  every  dollar  in  the  portfolio.  Re- 
sult of  all  this  activity?  Not  much. 
The  fund  has  underpcrformcd  the 
market  over  the  last  five  years.  The 
Forbes  rating  system  gives  it  a  C 
for  bull  markets  and  a  C  for  bear 
markets.  Thumbs  down.  \ 

The  managers  of  the  Dodge  &  ^ 
Cox  Stock  Fund  tend  to  buy  and 
hold.  In  the  most  recent  quarter 
they  added  Moore  Corp.  Ltd.  to  the 
portfolio  of  52  stocks  and  tendered 
a  position  in  Payless  Cashways  but 
didn't  do  much  else.  Turnover  in 


the    last    fiscal    year:    12%.    Result: 
Thumbs  up.  The  fund  has  beaten  the 
market  over  the  last  decade  and  is  on 
the  Forbes  honor  roll. 
These  are,  of  course,  just  two  exam- 


ples. There  are  funds  (such  as  Lehman 
Capital)  with  very  high  turnover  and 
excellent  results,  and  others  (such  as 
Lord  Abbett  Developing  Growth) 
with  low  turnover  and  lousy  results. 
But  the  evidence  of  Hutton  Growth 
and  Dodge  &  Cox  suggests  that  man- 
agers do  not  necessarily  earn  their 
keep  with  a  lot  of  activity.  For  a  mon- 
ey manager,  watching  and  waiting 
can  be  more  useful  activity  than  buy- 
ing and  selling. 

Watching  and  waiting  has  certainly 
paid  off  for  investors  in  the  $705  mil- 
lion Sequoia  Fund,  where  turnover 
has  averaged  30%  a  year  over  the  past 
decade.  Sequoia's  managers  have  hap- 
pily sat  for  years  on  holdings  like  pa- 
per manufacturer  P.H.  Glatfelter  and 
riflemaker  Sturm  Ruger  &.  Co.  Glat- 
felter, bought  by  Sequoia  at  an  average 
price  of  $6.53  a  share,  recently  traded 
at  35.  The  fund's  holding  in  Sturm 
Ruger,  meanwhile,  is  now  worth  $39 
a  share,  up  from  38.50.  Stock  picks 
like  these  have  helped  Sequoia  return 
17%  a  year  over  the  decade.  But  lest 
you  rush  off  to  order  Sequoia's  pro- 
spectus, one  additional  piece  of  infor- 
mation: The  fund  is  closed  to  new 
investors. 

Two  funds  in  the  table  (opposite), 
Fundamental  Investors  and  Invest- 
ment Co.  of  America,  are  managed 
by  Los  Angeles-based  Capital  Re- 
search &.  Management  Co.  ICA's 
long-term  holdings  include  Merck, 
J. P.  Morgan,  Philip  Morris  andi" 
Masco.  "There  aren't  many  good 
companies  out  there,"  says  Wil- 
iam  Newton,  the  fund's  presi- 
dent. "When  I  find  one,  I  like  to 
hang  on.  Good  companies  tend  to 
be  good  companies  over  long  peri-  4 


r 


\ 


Hn^i  A|hir 


142 


FORBES,  DECEMBER  26,  1988 


r 

Quiescently  mana^  moaey 

Sometimes  brilliance  in  a  money  manager  consists  of    much  better  than  average 
doing  very  little.  All  these  funds  have  performance    average,  which  in  1987  was 

and  turnover  lower  than 
103%  for  equity  funds. 

Fund 

Assets 
($mil) 

Maximum 

sales 

charge 

Annual 
expenses 
per  $100 

Performance 
UP               DOWN 
markets 

Annualized 
5-year 
return 

1 2-month 
return 

Average  annual 
turnover 

1983-87 

Dodge  &  Cox  Stock 

$75 

none 

$0.65 

A                     B 

16.6% 

-11.1% 

15.0% 

Fundamenul  Investors 

667 

5.75% 

0.63 

B                     B 

15.2 

-12.1 

17.6 

Investment  Co  of  America 

4,149 

5.75 

0.42 

B                     B 

15.3 

-10.1 

15.6 

Pioneer  II 

3,808 

8.50 

0.81 

B                      B 

11.4 

-12.1 

19.0 

Sigma  Capital 

92 

6.00 

1.12 

B                      B 

11.4 

-13.1 

9.8 

Templeton  Foreign 

297 

8.50 

0.77 

*                       » 

18.9 

-4.8 

9.4 

S&P  500 

14.7 

-12.3 

•Not  in  operation  long  enough  to  be  ranked 

Sources:  Momingstar,  Inc ,  Chicago,  III ,  ForbesICDA  Mutual  Fund  Evaluator  on  diskette 

ods  of  time."  ICA's  largest  holding  is 
Philip  Morris,  first  bought  by  the  fund 
25  years  ago  for  $2.50  a  share,  adjusted 
for  several  splits.  The  tobacco  and 
food  conglomerate  now  pays  an  annu- 
al dividend  of  $4.50  a  share. 

For  the  funds  in  the  middle  of  the 
pack  in  turnover,  there  seems  to  be  no 
correlation  between  turnover  and  re- 
turn. At  the  extremes,  however,  there 
IS  a  distinct  negative  correlation:  The 
less  trading  a  fund  manager  does,  the 
more  good  he  does  for  investors.  Over 
the  five  years  ending  September,  the 
average  equity  fund  returned  10.3%  a 
year.  The  busiest  10%  of  stock  funds 
in  terms  of  1987  turnover  eked  out 
8.8%  a  year,  while  the  quietest  10% 
clocked  up  11.3%. 

Stacking  up  1983-87  turnover 
against  performance  for  the  same  five- 
year  period  yields  similar,  if  less  dra- 
matic, results.  Portfolio  managers 
with  annual  turnovers  above  200% 
averaged  11.6%  a  year,  just  below  the 
11.8%  average  for  all  equity  funds, 
while  funds  with  20%  turnover  or  less 
scored  a  better-than-average  12.2%. 

That's  no  surprise  to  John  Haslem, 
a  University  of  Maryland  finance  pro- 
fessor and  author  of  The  Investor's 
Guide  to  Mutual  Funds.  Haslem  knows 
that  frenetic  trading  increases  com- 
missions and  other  costs.  "The  man- 
aging of  expenses  is  so  important  be- 
cause, on  average,  funds  are  rather 
average,"  he  argues.  "The  difference 
[in  performance]  comes  from  control- 
ling costs." 

How  much  does  it  cost  to  trade? 
Brokerage  commissions  might  run  a 
nickel  a  share,  or  0.25%  round-trip  on 
a  $40  stock.  A  fund  with  400%  turn- 
over would  thereby  shave  a  percent- 
age point  off  its  annual  return.  This 
cost,  by  the  way,  is  not  included  in 
the  expense  ratio  shown  in  the  fund's 
rospectus  (and  published  in  mutual 


fund  surveys),  although  it  can  some- 
times be  found  in  the  "statement  of 
additional  information." 

Commissions  are  quite  painful  for 
customers  of  some  Fidelity  Select 
funds.  In  the  most  recent  fiscal  year, 
the  Electronics  Portfolio  ran  up  com- 
missions of  1.5%  of  assets,  Energy 
Services  3.8%,  and  Savings  &  Loan 
2.4%.  A  Fidelity  affiliate  collected 
about  16%  of  these  conmiissions. 

And  commissions  are  only  part  of 
the  story.  Harder  to  assess,  but  proba- 
bly far  greater,  is  the  indirect  cost  of 
trading:  the  fact  that  buy  orders  tend 


to  momentarily  push  up  the  price  of  a 
stock,  and  sell  orders  to  push  it  down. 
"Most  people  who  run  high-turnover 
funds  say  that  they  can  overcome 
those  costs  and  give  you  high  re- 
turns," sniffs  Gerald  Perritt,  editor  of 
the  Chicago-based  Mutual  Fund  Letter. 
"It  just  ain't  so." 

So  don't  invest  in  a  fund  without 
knowing  about  its  turnover  rate. 
You'll  find  it  listed  in  the  prospectus. 
And  if  you're  in  a  fund  that  isn't  doing 
well,  check  out  that  same  ratio — it 
might  explain  why  the  fund  is  doing 
badly.  ■ 


Statistical  Spotlight 


Accountants  will  soon  force  employers  to 
put  pension  liabilities  on  their  balance 
sheets.  Which  companies  will  take  a  hit? 

Owning  up 
to  pensions 


By  Evan  Stnrza 


i 

loi 


The  FINAL  provision  of  the  Financial 
Accounting  Standards  Board's  much- 
feared  Rule  87  is  about  to  go  into 
effect.  Investors  beware.  It  mandates 
inclusion  of  unfunded  pension  liabil- 
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ities  on  the  balance  sheet,  alongside 
other  liabilities.  A  good  many  compa- 
nies that  now  have  tidy  balance 
sheets  may  end  up  with  highly  lever- 
aged ones.  The  deadline  is  for  1989 
annual  reports  that  will  be  published 
in  15  months.  Who  will  be  most  hurt 
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by  the  new  rules?  Some 
Rust  Beit  companies  with 
large  numbers  of  retired 
employees  could  be  hit 
hard.  In  the  accompany- 
ing table,  we  pick  some 
likely  losers. 

The  accounting  rule 
didn't  come  without  a  lot 
of  hair-pulling.  Pension  li- 
abilities are  a  sore  subject 
with  old-line  manufactur- 
ers, and  a  complex  actuar- 
ial topic.  Indeed,  the  stan- 
dards board  debated  the  is- 
sue for  ten  years  before 
issuing  Rule  87  in  1985. 
It's  a  complicated  subject, 
but  investors  will  ignore 
it  at  their  own  risk. 

We  searched  the  Value 
Line  database  for  compa- 
nies whose  pension  un- 
derfunding  is  a  large  frac- 
tion of  shareholder  equity. 
Not  surprisingly,  steel 
companies  show  up  prominently  on 
the  list.  But  the  situation  is  not  as 
grim  as  the  raw  numbers  imply.  Beth- 
lehem Steel  Corp.,  for  example,  ap- 
pears in  the  database  with  a  $1.6  bil- 
lion pension  underfunding  as  of  Dec. 
31,  1987.  The  company,  however,  had 
already  effectively  put  $1.2  billion  of 
this  liability  on  its  balance  sheet  by 
recording  writedowns  and  reserves. 

Thus,  the  table  shows  a  net,  unac- 
crued pension  underfunding  as  of  last 
December  of  $450  million.  Moreover, 
in  1988  Bethlehem  has  been  throwing 
extra  cash  into  the  pot  (over  and  above 
regular  pension  contributions).  The 
company  expects  only  $350  million  of 
unaccounted-for  pension  liability  by 


the  end  of  the  year. 

Is  Bethlehem  out  of  the  woods?  Not 
all  analysts  think  so.  One  who  is  bear- 
ish on  the  company,  Chriss  Street  of 
Seidler  Amdec  in  Los  Angeles,  argues 
that  the  liability  would  be  much  high- 
er if  the  company  were  more  conser- 
vative in  its  actuarial  assumptions. 

There's  the  rub:  Under  previous  ac- 
counting rules  companies  had  discre- 
tion to  make  and  change  various  as- 
sumptions used  in  calculating  pen- 
sion obligations.  In  1986,  when 
Navistar  increased  its  assumed  rate  of 
return  for  its  pension  plan  from  7%  to 
9%,  It  boosted  its  profits  by  $8  mil- 
lion. How  so?  The  higher  the  estimate 
of  future  returns,  the  less  needed  now 


to  fund  the  plan.  Rule  87 
will  tighten  rules  on  actu- 
arial assumptions. 

As  the  deadline  ap- 
proaches for  compliance, 
companies  are  looking  for 
ways  to  reinforce  their 
pension  plans.  In  Septem- 
ber Chrysler  sold  $300 
million  of  stock,  the  pro- 
ceeds going  into  the  $3 
billion  pension  plan. 

David  Tice,  who  pub- 
lishes Behind  the  Numbers, 
a  Dallas  newsletter,  raises 
another  issue:  unfunded 
liabilities  for  postretire- 
ment  medical  benefits. 
These  future  liabilities 
aren't  yet  covered  under 
Rule  87,  but  the  account- 
ing rulemakers  are  study- 
ing the  matter.  Tice  ar- 
gues that  if  accounting 
rules  for  medical  benefits 
were  as  stiff  as  for  pension 
benefits,  some  employers  would  take 
a  severe  cut  in  their  net  income. 

Bethlehem,  for  one,  might  end  up 
with  a  cost  more  than  double  the  $77 
million  it  is  currently  expensing  on  a 
pay-as-you-go  basis.  Bethlehem's 
chief  financial  officer,  Gary  Millen- 
bruch,  is  reluctant  to  forecast  what 
tougher  accounting  rules  could  do  to 
the  retiree  health  expense.  But  he 
notes  that  the  count  of  covered  em- 
ployees is  going  to  trend  downward. 

No  definitive  numbers  are  yet 
available  on  future  medical  benefit 
exposures,  but  the  current-expense 
figure  (last  column  in  the  table)  hints 
at  where  future  obligations  could  be 
large.  ■ 


Hallgren 


Where  will  the  money  come  from? 


Pension  assets  at  these  firms  fell  short,  as  of  last  De- 
cember. Some  companies,  such  as  Bethlehem  and 
Chrysler,  have  recently  given  their  pension  funds  an 
extra  dose  of  cash.  Others  may  take  the  easy  route  of 


only  gradually  reflecting  the  shortfall  in  their  balance 
sheets.  The  column  "Pension  liability,  unaccrued" 
shows  how  much  of  the  pension  liability  was  not  yet 
reflected  on  the  balance  sheet  at  the  end  of  last  year. 
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'Just  plain  old-fashioned 
damned'hard'tO'put' 
down  grim-and" 
gripping  readahle^ 


— The  Wall  Street  Journal 

Malcolm  Forbes'  They  Went  That-A-Way  is 
a  lighthearted  look  at  life's  only  certainty — 
death.  Here  are  175  departures  of  famous, 
infamous  and  unforgettable  mortals  which  are 
bound  to  intrigue,  surprise  and  certainly 
amuse.  Now  at  your  bookstores.  $18.95 

"Undeniably  fascinating^' 

— Publishers  Weekly 

"Forbes'  latest  book  is  to  die  for." 

— USA  Today 

"A  browser's  delight  ...  A  welcome 
change  for  insomniacs  bored  with  counting 
sheep  .  .  .  Forbes  pulls  off  a  neat  trick  in 
making  his  choices  come  to  life  by  describing 
their  deaths." — The  Philadelphia  Inquirer 

"An  outrageously  fuiuiy  book" 

— The  Star  Ledger 
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NINE    MONTHS    RESULTS 


£1  =  $1.69  at  30.9.88  ($1.88  at  31.12.87) 


9  months  to  September  1988 


9  months  to  September  1987 


Change 


PRE-TAX    PROFIT 


£l,089m 


£961m 


+  13% 


EARNINGS    PER    SHARE 


42.31p 


38.43p 


+  10% 


Currency  fluctuations  had  little  net  impact  -  at  constant  exchange  rates  turnover  rose  4  per  cent  and 
operating  profit  was  up  12  per  cent  to  £1,108  million  •  Financial  services  -  further  substantial  progress  - 
profit  of  £333  million,  an  increase  of  £64  million  -  Eagle  Star's  underwriting  performance  showed  significant 
improvement  of  £45  million  -  also  excellent  results  from  Allied  Dunbar  and  Canada  Trustee  •  Tobacco  profits 
up  13  per  cent  at  £586  million  -  Brown  &  Williamson  and  BATCo  particular  success  m  export  markets 
•  Paper  and  pulp  profit  up  3  per  cent  despite  disposal  of  a  number  of  businesses  •  Retail  profit  at 
£40  million  -  strong  store  for  store  growth  in  Argos  -  competitive  pressures  continued  to  affect  US 
retailing  results  •   Farmers  acquisition  on  schedule.  M 

^  BAT  IMDUSTRIES 


L^ 


1    M    .^ 


CIAL    SERVICES 


RETAILING 


PAPER 


TOBACCO 


Th*  »,,  I  q^,»ii0.,.t  f*p..rf  .1  r,^.n|  postM  to  sh«fehoiJers  tnd  copies  Mtt  av«il«bie  trom  BATUS  |N  Y  ).  1270  Avenue  of  the  Amencas.  New  York.  NY  10020 


Capital  Markets 


"^^ 


MONEY  &  INVESTMENTS 


Brokers  urge  you  to  swap  bonds  to  estab- 
lish a  tax  loss.  Sometimes  the  maneuver 
costs  more  than  it  saves  you. 


THE  COST 
OF  SWAPS 


By  Ben  Weberman 


It's  swap  time,  time  for  the  broker 
to  call  you  up  and  suggest  some 
trades  in  municipal  bonds  that  will 
give  you  a  tax  loss.  Time  for  you  to 
keep  an  eye  out  for  costs. 

The  broker  will  have  a  case.  Com- 
bined state  and  federal  taxes  on  cap- 
ital gains  can  run  close  to  40%  in 
some  states  (like  Ohio  and  Califor- 
nia). If  you  have  already  realized 
substantial  capital  gains  this  year,  it 
may  make  sense  to  realize  losses  to 
absorb  them.  The  idea  in  tax-loss 
swapping  is  to  sell  one  bond  at  a  loss 
and  replace  it  with  an  equivalent — 
but  not  identical — bond. 

Most  often,  the  high-bracket  in- 
vestors doing  swaps  have  tax-ex- 
empt bonds,  but  the  same  tech- 
nique works  on  taxable  bonds. 
:Note:  Bonds  are  generally  subject  to 
capital  gains  tax  at  both  the  state 
and  federal  level,  no  matter  what 
the  tax  status  of  their  coupons. 

The  peril  of  swapping:  You  may 
be  so  preoccupied  with  beating  the 
tax  collector  that  you  forget  there 
are  other  things  to  consider,  namely 
costs.  Every  bond  trade  has  transac- 
tion costs  built  into  it  somewhere, 
usually  in  the  form  of  a  hidden 
markup  not  shown  anywhere  on  the 
sale  ticket.  This  hidden  cost  may 

Ben  Weberman  is  a  contributing  editor  of 
FoKHES  magazine. 


more  than  eat  up  the  tax  saving. 
Count  on  your  broker  to  talk  a  lot 
about  taxes  while  keeping  mum  on 
the  subject  of  costs. 

What  investors  have  losses  in 
munis?  Those  who  bought  in  the 
late  Seventies,  when  yields  were 
still  low,  are  sitting  on  losses.  For 
example,  New  York  State  Housing 
Finance  Agency  7s  of  2017,  which 
came  out  at  par  in  1977,  recently 
traded  at  91 'A.  Other  low-yield 
bonds  came  out  during  1986  and 
early  1987.  With  yields  up  as  much 
as  a  percentage  point  since  then, 
long-maturity  bonds  have  dropped 
in  price  as  much  as  10%. 

Steven  J.  Hueglin,  executive  vice 
president  of  New  York's  Gabriele, 
Hueglin  &.  Cashman,  has  compiled 
a  neat  little  guide  for  tax  swapping 
in  which  he  shows  the  value  of 
losses  realized  in  trading  long-term 
municipal  bonds.  As  he  notes,  in- 
vestors can  use  losses  to  deduct  up 
to  $3,000  a  year  against  ordinary 
income  or  to  offset  an  unlimited 
amount  of  capital  gains.  Or  the 
losses  may  be  carried  forward  indef- 
initely, to  be  applied  against  future 
capital  gains  or  against  $3,000  a  year 
of  ordinary  income. 

Example:  You  are  the  holder  of 
$50,000  of  A-quality  Texas  Munici- 
pal Power  Agency  7s  due  2012,  pur- 
chased at  par  and  trading  around  89. 
You  sell  for  $44,500,  generating  a 
$5,500  capital  loss.  With  the  pro- 
ceeds you  buy  $50,000  of  North 
Carolina  Eastern  Municipal  Power 
Authority  7s  of  2020,  also  trading 
around  89.  You  haven't  hurt  your 
coupon  income  and  you  will  get  the 
same  $50,000  back  at  maturity.  The 
two  bonds  are  very  similar.  But  for 
tax  purposes,  you  have  sold  one  se- 
curity and  bought  another,  thereby 


sidestepping  the  IRS'  "wash  sale" 
rule  that  prohibits  claiming  a  loss 
on  a  security  sold  and  immediately 
repurchased. 

A  swap  of  one  underwater  bond 
for  another  one  brings  tax  savings 
this  year  and  a  capital  gain  when  the 
new  holding  matures.  But,  because 
of  the  time  value  of  money,  today's 
loss  and  tomorrow's  gain  are  not 
identical  in  value.  The  $5,500  loss 
may  slice,  say,  $2,000  off  your  taxes 
this  year.  The  offsetting  $5,500 
gain,  which  will  occur  sometime  in 
the  next  century,  may  result  in  a  tax 
burden  many  years  hence.  The  mere 
remoteness  of  the  burden  lightens 
it,  considering  the  use  you  can 
make  of  $2,000  in  the  meantime. 
And  if  the  capital  gains  rate  is  re- 
duced, as  President-elect  Bush  fa- 
vors, the  future  burden  will  be  even 
lighter. 

Swapping  can  be  used  for  portfo- 
lio improvement  as  well  as  for  tax 
savings.  If  you're  very  lucky — and 
some  investor  at  the  other  end  is 
unlucky — you  might  be  able  to  re- 
place an  A  bond  with  a  AA,  or  short- 
en maturities  a  bit,  without  sacrific- 
ing yield  to  maturity. 

All  that  is  the  case  for  swaps.  The 
case  against:  Swaps  cost  money. 
One  of  the  problems  in  calculating 
costs  of  municipal  bond  transac- 
tions is  that  dealers  buy  and  sell 
from  their  own  positions  and  report 
a  net  price  without  commission. 
But  you  can  safely  assume  that  a 
$100,000  round-trip  trade  has  a 
markup  of  $1,000  to  $1,500,  or  1% 
to  1.5%,  built  into  it.  Were  the  swap 
to  involve  $25,000  in  securities,  the 
cost  would  be  around  2%.  Sell  and 
buy  less  than  $25,000  in  market  val- 
ue, and  the  cost  will  be  2.5%  to  3% 
of  the  market  value. 

Is  it  worth  it?  Maybe.  For  a  trader 
in  a  position  to  use  a  $10,000  loss, 
the  $100,000  swap  would  save  may- 
be $3,500  in  taxes  and  probably  jus- 
tify a  $1,000  markup.  The  fellow 
with  a  $5,000  bond,  however,  is 
probably  better  off  staying  put. 

Note  that  the  power  bonds  cited 
above  are  trading  around  89  bid  to 
90  asked.  That's  the  spread  for 
wholesale  traders,  and  the  spread 
you  face  on  your  $50,000  retail  trade 
will  be  even  wider.  Your  broker  may 
succeed  in  obscuring  the  cost  prob- 
lem by  replacing  good  bonds  with 
somewhat  more  mediocre  bonds 
(with  slightly  lower  credit  quality, 
or  longer  maturity,  or  worse  call 
features).  But  the  costs  are  in  there 
somewhere.  ■ 


FORBES,  DECEMBER  26,  1988 


147 


The  Contrarian 


MONEY  &  INVESTMENTS 


This  was  a  bad  year  for  the  soothsayers, 
but  a  pretty  good  one  for  the  market. 
Here  are  some  dos  and  don  ts  for  1989. 

TIGHTEN  YOUR 
SEAT  BELTS 


By  David  Dreman 


No  question  about  it,  1988  was  not 
the  year  of  the  forecaster.  Markets 
neither  collapsed,  as  many  pros  pre- 
dicted, nor  shot  back  to  the  1987 
highs,  as  a  brave  few  ventured.  Eco- 
nomic projections  proved  just  as 
slippery.  The  economy  did  not 
nose-dive  after  the  crash,  as  the  ex- 
pert consensus  firmly  believed,  but 
instead  continued  its  steady  mo- 
mentum upward. 

To  confound  things  further,  other 
major  forecasts  also  bit  the  dust. 
Full  employment  and  high  plant 
utilization  did  not  bring  the  run- 
away inflation  or  spiraling  interest 
rates  forecasted,  and  instead  of  bal- 
looning, the  trade  deficit  has  been 
narrowing  for  months.  No,  1988 
performance  was  anything  but 
award-winning  for  the  financial 
soothsayers.  Only  a  few  were  lucky 
to  be  right  with  even  half  their  calls. 

But,  without  much  constructive 
help  trom  the  experts,  the  stock 
market,  although  churning  consis- 
tently and  providing  heartburn  for 
most  participants,  did  pretty  well, 
managing  a  14%  gain  year-to-date 
for  the  m.ijor  averages.  In  spite  of 
the     prevailing     bcanshness     out 
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there,  this  is  the  seventh  straight 
year  that  the  market  has  advanced 
and  the  eighth  out  of  nine  in  the 
1980s.  Over  this  period  the  S&P  500 
(including  dividends)  has  risen 
168%  in  total,  or  16.1%  annually. 

The  net-net  is  this:  If  you  had 
invested  $100,000  in  the  market  in 
January  of  1980,  it  would  be 
$268,200  today,  one  of  the  best 
moves  of  the  century,  better  still 
when  you  recall  that  the  worst 
break  in  market  history  took  place 
during  the  period. 

Okay,  given  this  mixed-up  back- 
ground, where  should  you  put  your 
money  today?  My  answer:  Contin- 
ue to  hold  a  diversified  mix  of 
stocks  and  bonds.  But  be  prepared 
for  another  rough  year;  1989  prom- 
ises violent  downdrafts  and  wild  up- 
drafts,  what  with  the  dollar  likely  to 
fluctuate  and  the  federal  deficit  re- 
maining a  major  problem. 

But,  as  1  have  noted  in  previous 
columns,  fundamentals  are  good. 
The  combination  of  lower  stock 
prices  postcrash  and  50% -plus 
growth  of  earnings  in  the  past  two 
years — the  largest  in  decades — has 
brought  stocks  down  to  levels 
where  they  again  present  real  value. 
I  would  advise  holding  55%  or 
slightly  more  of  your  portfolio  in 
equities  and  the  remainder  in  bonds 
(or  a  portion  of  the  latter  in  income- 
producing  real  estate). 

Which  bonds?  With  today's  flat 
yield  curve,  you  lose  nothing  by 
keeping  your  maturities  very  short 
(I  would  suggest  under  two  years), 
thus  avoiding  the  ma)or  risk  of 
holding  long  bonds.  If,  for  example, 
interest  rates  over  the  next  several 
years  were  to  rise  2%  or  3%,  you 
would  lose  18%  or  25%  of  your 
principal,  respectively,  if  your  mon- 


ey were  in  30-year  bonds.  The  risk 
of  this  happening  is  not  remote.  Ca- 
pacity utilization  and  unemploy- 
ment levels  are  about  as  low  as 
they  can  get,  indicating  that  wage 
rates  and  prices  should  move  up  at 
a  faster  clip  in  1989.  Too,  OPEC  is  a 
wild  card.  So  stay  short.  That  way, 
you  can  still  get  a  good  current  re- 
turn and  yet  be  in  a  position  to 
switch  to  longer  maturities  if  the 
outlook  changes. 

But  long,  short  or  medium,  do  not 
buy  junk  bonds.  Forget  the  statistics 
showing  how  well  they  have  done 
over  the  decades.  You  are  dealing 
with  a  very  different  animal  now. 
Prior  to  the  early  1980s,  junk  bonds 
almost  always  had  good  earnings 
and  asset  coverage,  which  secured 
both  principal  and  interest  and  re- 
sulted in  a  low  default  rate.  The 
promise  of  enormous  interest  rates 
on  many  current  offerings  is  the  bait 
to  sucker  new  buyers. 

The  way  most  of  these  deals  are 
put  together,  the  bondholders  take 
most  of  the  risk  while  the  equity 
holders  put  up  almost  nothing  and 
get  most  of  the  profit,  if  any.  Heads 
they  win,  tails  you  lose. 

Here  are  three  value  stocks  I  be- 
lieve should  do  well  over  time: 

Higher  costs  in  gaining  market 
share,  in  integrating  American  Mo- 
tors and  from  model  changeovers 
should  result  in  Chrysler's  (26)  1988 
earnings  dropping  20%  from  1987's. 
With  better  margins  in  1989,  the 
company's  income  should  rise  to 
about  $5.50  per  share.  The  stock 
appears  significantly  undervalued 
trading  at  a  35%  discount  to  book,  a 
P/E  of  4.6  times  1988  earnings  and  a 
yield  of  3.8%. 

Property/casualty  companies  are 
completely  out  of  investor  favor  at 
the  present  time,  in  spite  of  peak 
earnings,  higher  dividends  and  bar- 
gain-basement P/E  ratios.  Two 
companies  1  would  look  at  here: 

Ohio  Casiuilty  (35)  will  show  rec- 
ord earnings  in  1988  of  about  $4.75 
per  share,  almost  50%  higher  than 
the  previous  high  in  1979.  The 
stock  trades  at  only  a  slight  premi- 
um to  book,  a  price/earnings  ratio  of 
6.6  and  yields  5.3%. 

.SV  I'aul  (41)  is  the  nation's  eighth- 
largest  property/casualty  insurer. 
Although  the  industry  is  headed 
into  a  modest  downturn,  St.  Paul 
should  show  record  earnings  of 
$6.25  this  year,  dropping  back  only 
modestly  to  $6  in  1989.  St.  Paul 
trades  at  an  1 1%  discount  to  book,  a 
P/E  of  5.8  and  yields  4.8%.  ■ 
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If  you  believe  in  the  January  Effect,  you 
might  make  a  fast  buck  or  two  from  this 
years  low-priced  stock  package. 

PENNY  ANNIE 
STOCKS 


I! 


By  Ann  C.  Brown 


It  was  a  great  year  for  all  who 
bought  my  "8  at  $8  for  '88"  single- 
digit  stock  recommends  (Forbes, 
Dec.  28,  1987].  In  a  period  when  the 
Dfl  rose  just  over  12%  you  would  be 
up  84%,  seven  times  better  than  the 
Dow  average.  The  winningest  stock 
was  L.A.  Gear,  which  nearly  sextu- 
pled,  to  $45  per  share.  Also  high 
among  the  "why-didn't-we-own- 
more"  gainers  were  Colt  Industries 
(a  takeover  at  $17),  Danaher  Corp. 
and  Uniforce  Temporary  Personnel. 

This  performance  isn't  likely  to 
be  repeated  in  1989.  For  one  thing, 
last  year's  picks  were  made  in  the 
aftermath  of  the  crash,  where  the 
secondary  issues  were  savaged.  Sec- 
ond, today  few  investors  seem  inter- 
ested in  stocks  of  any  price.  Witness 
the  pitiful  volume  without  dividend 
recapture  plays,  buyouts/buybacks 
and  mergers. ' 

Nevertheless,  I  have  a  list  of 
tempting  year-end  bargains  selling 
for  $10  or  less.  If  you  believe  in  the 
lanuary  Effect,  you  might  make  a 
fast  buck  or  two  from  this  year's 
low-priced  stock  package.  As  al- 
ways, remember  to  take  care  in  buy- 
mg  these  small  floaters — and  don't 
bet  the  family  Faberge. 


\nn  C.  Brown  is  chief  executive  officer  of  the 
equity  adfison-  and  portfolio  consulting 
finn  of  AC  Brown  &  Associates. 


California  Microwave  (7)  looks  like 
a  classic  turnaround  situation.  The 
company's  stock  price  declined  al- 
most steadily,  from  $27  per  share  in 
1983  to  $4  at  the  end  of  1987,  as 
earnings  per  share  went  from  70 
cents  to  a  I9-cent  deficit.  For  the 
year  ending  June  30,  1989,  CMIC  is 
expected  to  earn  65  cents  per  share, 
with  80  cents  possible  for  1990. 
The  company  is  involved  in  micro- 
wave-based intelligence  and  com- 
munications systems,  mainly  for 
the  government.  This  particular 
niche  in  defense  technology  ap- 
pears to  be  resistant  to  potential 
budget  cutbacks. 

Cobra  and  Marantz  are  the  well- 
known  brand  names  of  Dynascan 
Cotp.  (9),  designer  and  marketer  of  a 
wide  variety  of  consumer  electronic 
products  produced  in  the  Orient. 
The  crash  felled  the  company's 
shares  from  a  high  of  $13  per  share 
to  $5,  even  though  earnings  contin- 
ued to  rise.  This  year  earnings  per 
share  could  reach  $1.08,  and  next 
year  $1.25  is  a  preliminary  esti- 
mate. Recent  acquisitions  should 
help  keep  Dynascan's  earnings 
growth  rate  around  15%  per  annum 
over  the  next  several  years. 

The  paling,  puffing  and  paunch- 
ing  of  the  Baby  Boomers  all  but 
guarantee  continued  growth  for 
General  Nutrition  (6),  another  stock 
hit  hard  during  Black  October.  The 
company  has  expanded  into  sports 
nutrition  to  supplement  its  tradi- 
tional vitamin  and  mineral  sales. 
Profits  could  continue  to  benefit 
from  better  inventory  control,  low 
tax  and  interest  rates,  and  reduced 
raw  material  costs.  General  Nutri- 
tion is  expected  to  show  earnings 
per  share  of  35  cents  for  the  year 
ending  January   1989.   Next  fiscal 


year  results  could  be  in  the  45-to- 
50-cent  range. 

Both  Kinder-Care  Inc.  (8)  and  its 
subsidiary  Kinder-Care  Learning  Cen- 
ters (6)  appear  attractive  at  this  time, 
although  I  think  that  the  shares  of 
the  parent  company  offer  greater 
short-term  appreciation  potential. 
KNDR  has  been  diversifying  into 
what  it  hopes  will  be  synergistic 
businesses — financial  services  and 
specialty  retailing — although  diffi- 
culties in  assimilating  acquisitions 
in  this  area  have  hurt  1988  profits. 
Next  year  KNDR  could  earn  $1.60 
per  share,  up  from  an  anticipated 
$1.23  for  this  year. 

LypboMed  (10)  sold  for  $31  per 
share  a  year  ago,  but  a  combination 
of  the  crash  and  the  Food  &  Drug 
Administration  crackdown  on 
LMED's  quality  control  dropped  the 
stock  to  its  current  price.  New  man- 
agement is  now  in  place  to  right 
past  wrongs,  and  if  they  can  do  it 
pronto  and  the  FDA  gives  the  nod  to 
some  of  the  more  than  100  promis- 
ing products  that  LMED  has  wait- 
ing for  approval,  the  stock  could 
recover  lost  ground  in  a  hurry.  From 
an  expected  deficit  of  50  cents  this 
year,  the  company  could  earn  60 
cents  per  share  in  1989. 

If  stocks  have  temporarily  lost 
some  of  their  speculative  luster,  art 
is  all  the  rage  in  investing  at  the 
moment,  and  a  creative  way  to  par- 
ticipate is  by  purchasing  shares  in 
Martin  Lawrence  Limited  Editions  (10), 
the  nation's  fastest-growing  dealer 
in  serigraphs  and  other  fine  art. 
MLLE  is  expected  to  have  a  20% 
earnings  growth  rate  for  the  foresee- 
able future.  For  1989,  earnings  per 
share  could  be  $  1  or  more,  up  from 
an  anticipated  80  cents  this  year  and 
48  cents  in  1987. 

Everything  unfun  happened  to 
Universal  Matchbox  Croup  (6),  the 
toymaker  and  marketer,  last  year. 
The  company's  poor  product  line,  a 
worse  holiday  selling  season  and 
too  much  overhead  caused  UMG  to 
lose  $3.72  per  share  and  $16  off  its 
stock  price.  Things  are  looking  bet- 
ter this  year,  and  the  company  could 
earn  40  cents  per  share,  with  $1.25 
possible  for  1989. 

New  Year's  Special!  Five  stocks  for 
$10.  For  the  price  of  a  split  of  so-so 
champagne,  you  can  buy  a  share 
each  oi  Diasonics  (2),  Kaneb  Resources 
(2),  Mitel  (2),  Pan  Am  (2)  and  Storage 
Technology'  (I),  not  counting  com- 
missions. With  a  Jeroboam  of  luck, 
you  could  be  toasting  m  the  next 
decade  with  Dom  Perignon.    ■ 
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MONEY  &  INVESTMENTS 


No  system  is  perfect,  but  here  is  an  invest- 
ment model  that  is  better  than  most. 


DO  DIVIDENDS  LIE? 


By  Mark  Halbert 


Several  months  ago  in  this  column  I 
explored  the  perils  awaitmg  those 
who  second-guess  their  stock  selec- 
tion or  market  timing  systems. 
Even  though  no  system  is  perfect,  I 
concluded  that  most  decent  ones 
impose  a  discipline  against  the 
emotions  of  the  moment. 

One  investment  system  that  well 
illustrates  this  investment  moral  is 
the  "dividend  yield  model,"  which 
is  celebrated  in  a  just-published 
book  {DiriJends  Don'l  Lie:  h'mding 
Value  in  Blue  Chip  Stocks,  by  Geral- 
dine  Weiss  and  lanet  Lowe,  Long- 
man Trade  Publishing,  $21.95).  The 
dividend  yield  theory  holds  that 
stocks  fluctuate  between  identifi- 
able extremes  of  high  and  low  yield, 
signifying  under-  and  overvalu- 
ation. So  the  investor  simply  has  to 
figure  out  what  those  past  extremes 
have  been  for  individual  stocks, 
buying  them  when  they  trade  at  his- 
torically high  yields  and  selling 
them  at  low-yield  extremes. 

How  has  the  dividend  yield  mod- 
el performed?  Geraldinc  Weiss  em- 
ploys it  exclusively  in  her  invest- 
ment letter  /ntestfncnt  Quality 
Trends.   The   portfolio   my   UuUjert 

Mark  Hulhert  ;^  editor  of  tire  Alexatidria. 
Va.hased  Hulbtn  Financial  [)igest  atui  au 
tbnr  of  rhe  Second  Hulben  l"inaiiciai  1  )ige.M 
Mmanni.,  ptihlished  hy  Minerfa  Books 


Financial  Digest  has  constructed  to 
replicate  her  performance  gained 
44.2%  from  the  beginning  of  1986 
through  Oct.  31  of  this  year,  essen- 
tially equaling  the  S&.P  500's  total 
return  of  45.1%.  But  the  Weiss  port- 
folio assumed  less  risk  than  the 
market  as  a  whole,  making  it  one  of 
the  minority  of  letters  monitored  by 
JIFD  that  IS  ahead  of  the  S&P  500  on 
a  risk-adjusted  basis. 

It  would  be  easy  to  show  that  the 
dividend  yield  model  isn't  the  final 
word  on  stock  valuation.  For  exam- 
ple^_^the  model  doesn't  pay  attention 
to  prevailing  interest  rates,  and  thus 
Ignores  the  possibility  that  a  high  or 
low  yield  today  may  mean  some- 
thing else  if  interest  rates  are  much 
higher  or  lower.  In  addition,  the  div- 
idend yield  model  is  (naturally 
enough)  unhelpful  in  selecting 
stocks  that  pay  no  dividends.  But 
academic  research  has  shown  that 
secondary  stocks  perform  better 
than  blue  chips  over  the  long  run, 
both  on  a  total-return  and  risk-ad- 
justed basis.  So  Weiss  and  Lowe's 
exclusive  focus  on  blue  chips  may 
be  stacking  the  investment  odds 
against  their  readers. 

Weiss  and  Lowe  aren't  unaware  of 
these  things.  Indeed,  they  devote  an 
entire  chapter  to  a  discussion  of 
utility  stocks  and  the  fact  that  in 
the  high  interest  rate  environment 
of  the  1970s  many  declined  much 
further  than  the  dividend  yield 
model  predicted.  As  for  secondary 
stocks,  Weiss  and  Lowe  simply 
echo  Ben  Graham's  dictum:  They're 
too  risky. 

But  no  model  is  perfect — and 
even  if  one  were,  it  wouldn't  last  for 
long.  And  the  dividend  yield  model 
is  better  than  most.  According  to 
Norman  Fosback  of  the  Institute  for 


Econometric  Research,  whose  Mar- 
ket Logic  and  other  letters  compete 
with  Weiss'  service,  the  model  has 
been  right  about  the  market's  12- 
month  direction  on  every  occasion 
in  this  century  when  the  yield  on 
the  DJI  reached  its  historical  ex- 
tremes of  3%  (a  sell  signal)  or  6% 
(buy).  In  fact,  the  model  gave  a  sell 
signal  on  stocks  in  April  1987 — six 
months  prior  to  the  crash. 

Imperfect  as  the  dividend  yield 
model  may  be,  furthermore,  second- 
guessing  it  has  proved  hard.  Before 
1987's  crash,  for  example,  some  ad- 
visers who  watch  it  (such  as  Al 
Frank  of  We  Priddent  Speculator]  nev- 
ertheless chose  to  ignore  the  low- 
yield  signal.  Many  of  the  reasons 
they  advanced  were  good,  but  good 
reasons  to  be  bullish  or  bearish  are 
always  available  if  you  look  hard 
enough.  The  dividend  yield  model 
protected  its  true  followers  in  1987 
from  these  bullish  hallucinations  as 
the  market  reached  vertigo-induc- 
ing heights. 

I  draw  a  similar  lesson  from  the 
ways  in  which  Geraldine  Weiss 
herself  applied  the  dividend  yield 
model.  Beginning  in  the  summer  of 
1987,  Weiss  recommended  that 
subscribers  to  her  service  build  up  a 
50%  cash  position — properly  inter- 
preting her  model's  message  that 
stocks  were  becoming  severely 
overvalued.  But  in  her  last  issue 
prior  to  the  October  1987  crash, 
Weiss  allocated  no  percentage  to 
cash  and,  in  addition,  made  what 
seemed  to  me  to  be  more  bullish 
noises.  Consequently,  my  HFD  had 
her  portfolio  fully  invested  on 
Meltdown  Monday. 

For  the  record,  I  should  note  that 
Weiss  disagrees  strongly  with  my 
interpretation  of  her  precrash  ad- 
vice. But  regardless  of  the  truth  of 
that  matter,  the  lesson  to  be  drawn 
remains  the  same:  Second-guessing 
the  dividend  yield  model  last  year 
had  disastrous  consequences. 

What  does  the  model  say  about 
stocks  today?  Currently  the  yield 
on  the  DJI  is  about  3.6%,  meaning 
that  the  stock  market  is  closer  to 
being  overvalued  than  undervalued. 
That  doesn't  mean  that  there  are  no 
individual  stocks  that  are  underval- 
ued, however.  In  fact,  Weiss  cur- 
rently identifies  64  stocks  as  buys. 
But  the  perils  that  in  the  past  have 
awaited  those  who  second-guessed 
this  system  suggest  we  take  serious- 
ly its  message  that  stocks  today 
have  far  greater  downside  risk  than 
upside  potential.  ■ 
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Jeane  ].  Klrkpatrick 


Former  U.S.  Representative  to  the 
United  Nations.  Insight  reader 


Jeane  Kirkpatrick,  author,  professor, 
stateswoman  and  mother  of  three,  also 
reads  Insight  magazine. 

She's  one  of  the  leaders,  influencers 
and  decision  makers  who  read  Insight 
magazine  every  week. 

In  fact,  according  to  a  Simmons  survey, 
Insight  reaches  the  highest  concentration 
of  affluent  readers  of  any  national 
newsweekly. 

And  it  doesn't  get  lost  in  the  in-box.  It 
gets  read.  Circulation  is  over  a  million.  And 
readership  is  nearly  four  times  that  high. 

Why  does  Jeane  Kirkpatrick  read 
Insight^ 

"I  learn  things  from  Insight  which  I  don't 
learn  from  other  weeklies.  And  I  think  it 
provideswhat  it  promises— namely  insight 
on  important  world  events." 

If  you  want  advertising  results  that 
are  more  than  just  typical,  ask  your 
agency  about  Insight.  Or  if  you're  with 
an  agency  call  us. 

In  New  York,  our  representative  is  Jack 
Mandable  at  212/599-1730.  In  Chicago, 
call  Dick  Weithas  at  312/346-8810.  In  De- 
troit, call  Craig  Rebold  at  313/354-5050.  In 
Los  Angeles,  call  Bill  Bauer  at  213/820-1550. 


Insight 

on  tne  neuis  ^^^^ 


Talk  to  the 
powers  that  be. 


A  lypical  Mom 


Market/ 
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BUSINESS  OPPORTUNITIES 


The  Great  American  Dream  House — 

MotklsAsLowAs  $25,000! 

Earn  a  top  living  as  an  Eagle's  Nest  Homes  representative 

—and  live  in  luxury  in  a  stunning  model  home. 


Models  as  low  as  $17  per  sq.  ft. 

•  Interior  and  exterior 
design  flexibility 

•  Remarkably  energy-efficient 

•  Cathedral  ceilings 
and  exterior  decks 

•  Built-in.  expandable 
Home  Computer  Center 

•  FHA  and  VA  accepted 

Unlimited  Income  Potential 

As  an  Eagles  Nest  Homes  rep- 
resentative, you  have  unlimited 


income  potential  m  a  defined  territory  And 
the  oniy  qualification  you  need  is  the  ability  to 
purchase  or  mortgage  a  S25.000  model  which 
may  be  finished  as  a  home  to  live  m.  or  sell,  or 
completed  as  an  office,  condo.  duplex,  or 
other  commercial  enterprise.     . 

Call  Ur  Farb 

collect 

(404)  479-9700 


Eagle'sNest 
Romes 


PO  Drawer  1569,  Canton.  GA  30114-1569 


FOR 


BY  OWNER 

AUTOS  BOATS  AIRPLANES 
BUSINESSES  FINE  ART 
•  HORSES  LUXURV  HOMES 

■^^==:^  140,000  INDIVIDUAL  LISTINGS 

NO  BROKERAGE 

COIVIMiSSlON 

COMPUTER  LISTINGS 
UPDATED  DAJIV 


Toll  Free  1  i^mv/'  V'.in 


A  new  digital  audio  tape  copycode 
system  has  been  developed.  Vro- 
tccts  all  digital  audio  formats,  in- 
cluding CD,  TV,  and  new  satellite 
feeds.  No  audio  degredation,  to- 
tally effective.  Demonstrations 
available.  For  investment  infor- 
mation, contact: 

R.  Miller  &  Associates 
\  312-998-1490 


BUSINESS  CONSULTANT 

The  demand  tor  coosultanis  is  in 
creasing  as  internal  management  is 
being  replaced  by  outside,  unbiased 
consultants  We  are  managing  the 
future  and  sharing  il  Enjoy  the  ad 
vantage  of  bieing  self-employed  with 
the  association  and  support  ol  onto  ot 
the  largest  and  most  respected  con- 
sulting (irms  in  the  country  Full  e«- 
pense  paid  Irainmg  in  New  Orleans 
national  advertising,  and  fringe  bene- 
fits Relocalion  not  required  Nominal 
refundable  performance  deposit  ot 
$7,500  required  Call  for  free  com- 
pany brochure  and  details 
Kin  NMoral  Biatnwt  ConMManti.  kic 
iNpj   Mr  Mark  Simon.  Ex»c.  V.P 

^^  (504)  456-1968 


EXTREMELY  HIGH  INCOME 

POTENTIAL 

PROFESSIONAL  BUSINESS 

OPPORTUNITY 

Establisfied  mil  corp  has  openings 
fof  a  tew  addl  associates  Offer  low  in- 
terest bank  loans  to  clients  witfi  rx)  up 
front  fees— venture  capital  and  devi 
capital  (D&B  avail  on  Trust  witli  ac- 
cess to  9  figures) — letters  of  credit, 
guarantees,  etc  Position  requires  a 
successful,  fast-track  type  individual 
with  high  past  earnings  Confident 
communicator  a  must  A  $9,800  de- 
posit req  d  if  accepted  (refunded  with 
1st  dosing)  Full  tng  and  cont  sup- 
port Call  for  CO  pkg  Full  rets  pro- 
vided to  qualified  applicants 
(301)630-6400 


SELL  IN  JAPAN! 


Ijsi  yoiu  pnipcny  using  our  Tokyo  office  to 
reach  500  -►  Rtil  Esuie  l>rokcn  in  Japm 

hrrt  mnslauun   N(.i  C  OMMISSION    Your 

name  listtd  u  coaii&i  point  Ttir  sheei 

provided  Only  J190  loi  3  monlhii  lisung 

CALL:  Hon  &  Bunker  Inc. 

1-800-USA-2111 


1-800-USA-LIST 


BUY  -  SELL  -  TRADE 


PROPERTY-PRODUCTS— SERVICE 


BRIMGINC  BUYERS  a 
SELLERS  TOGETHER 


NOMOKERAGC  FEES 


SPECIAL   10%    DISCOUNT    FOR    CLASSIFIED   ADS 
THAT  RUN  IN  BOTH  FORBES  CLASSIFIED  AND 
AMERICAN  HERITAGE  EXCHANGE. 


REAL  ESTATE 


REAL  ESTATE 


REQUEST  FOR  DEVELOPER  i 

QUALIFICATIONS 

MONTEREY  PARK  REDEVELOPMENT  AGENCY  (818)  307  1384 


The  City  of  Monterey  Park  is  pleased  to  announce  the 
opportunity  to  participate  in  a  unique  pubHc/private 
approach  to  the  Revitalization  of  the  38.1  acre  N.  Atlantic ", 
Blvd.  Specific  Plan  Area. 

120  W  NEWMARK  AVE  MONTEREY  R\RK.  CA  91754        ATT  MARK  LEWIS  (CITV  MAN.\GEf 

BILL  DON.^TO  PROJECT  MAN.^CEf 


1 


SUBMITTAL  DUE  DATE:  JANUARY  15,  1989 


I 


INVESTMENT  PROPERTY 

Prime  *ildlife  habital  populated  extensively 
w  native  hardwood,  consisting  of  approx  5,000 
acres  IncI  mineral  rights,  loaied  in  So  III 
approx  100  ml  SE  of  St  Louis,  MO  Division 
into  parcels  of  not  less  than  1 ,000  acres  will  be 
considered  Offered  at  $200  per  acre 
Box  Kort)es  A,  Forbes  Magazine.  60  Fifth  Ave , 
NY,  NY   10011 


REAL  ESTATE  SERVICES 


DEVELOPMENT  COURSE:  What  do  these 
firms  have  m  common''  Otympia  &  York. 
Homart.  JUufman  &  Broad,  Rouse  Co.. 
Del  Webb.  Trammel  Crow,  Pulte  Corp., 
Charles  Pankow,  Toll  Bros.,  General  De- 
velopment Corp.,  Kelly  &  Piceme,  U.S. 
Homes,  Prudential  Development.  They're 
just  some  of  the  20.000  graduates  of  the 
Developer's  Self  Study  "Refresher  "  Course 
Sold  to  developers  only.  Tax  deductible. 
Pre  register  at  $595. 
REDI  Order  Depl.  (508)  358-2665. 


FINANCIAL  SERVICES 


HARD  TO  BORROW? 

Guarantee!)  Provided 

Wc  do  not  make  loans 

MINIMUM  $IO0.O(K)   5-20  YEARS 

THE  FUNDING  ASSISTANCE  CORP 

ISA  (2121  755-9400 

TLX  (910)  290-0659  (Kunding  A&sisl  1>Q| 

KAX  (212)  755-7339 


BUSINESS  SERVICES 


N.A.G.L.S. 

\'icw  precious  gcmstoncs  for  sale, 
on  compulcr,  tree  ol  charge 

(416)  238-4985 

K)r  further  information. 
(416)  238-81)44 


EDUCATIONAL  SERVflCESl 


FUUY  APPROVED  UNIVERSITV  DEGiUSE< 

Economical  home  stud>  for  BacheIoif_ 
Master's,  Ph.D.,  fiilly  approved  byCajT 
fomia  State  Department  of  Educatir^ 
Prestigious  faculty  counsels  for  indept 
dent  study  and  life  experience  creo 
(5,100  enrolled  students,  500  facull 
Free    infomuition — Richard 
M.D.  (Harvard),  President,  Columbia! 
cific  University,  Department  3D1  IF  14 
Third  Street,  San  Rafael,  CA  94901.  T  . 
Free:  (800)  227-01 19:  California:  (80 
552-5522:  or  (415)  459-1650 


SC 


BACHELOR.MASTER.OOCTOiU 

EARN  A  DEGREE  Use  your  past  eiperiMC  It] 
cradit  toward  your  detrae  No  classes.  SMi  r, 
or  on-campus  attancTance  Studies  bulM  ir^ 
^your  experience  Sell-paced  •  Send  Res 
For  No  Cost  Evalii 
v./  213-278-lftL 

9100^ 
Wilshlre  B 
Nills,CA,US*» 


^ 


nivefsit 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  OOCTORATI 

For  Woiii  Lite  and 
Eipenma  NoCUssraon 
WienUnce  AeQum) 
Call  (213)  471-O30 
OutaM*  CMtonilt 
1  •  800-423-32' 
or  send  detailed  resui 
lor  Free  Evaluation 
Pacific  Western  University 

600  N  SwulvMi  Blxl     DW   Its   LOS  MifMS  (>> 


FORBES 
MARKET/CLASSIFIE 

Advertising  closing  date  Is  0 
month  preceding  date  of  issue. 

Frequency  discounts  availab 
Payment  must  accompany  ore 
unless  from  accredited  agency 

FOR  ADDITIONAL  INFORMATIO> 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET/CLASSIFIElf! 

60  Fifth  Avenue.  New  York.  NY  IOC   ' 
(212)  620-2440 


brbes  Market/ 


FACSIMILE  MACHINES 


PUBLICATIONS 


WINE  CELLARS 


WINE  CELLARS 


COMPUTERS 


adio/haek-TANDY 


Our  12th  year  of  DISCOUNTS. 
\  3MPUTERS  &  CELLULAR  PHONES 

Fg[.  Prepaid.  Save  Tax 
j^  Toll  Free  800-23I-J680 

n  mflRYfriRC  inoustriesinc 

22511  Kaiy  Fwv. 

Katy  (Houston)  TX '77450 

1-713-392-0747  Fax  (713)  574-4567 


Only  One 

newspaper  serves 
the  leaders  of  Ameri- 
ca's hospitals,  clin- 
ics and  HMOs.  Our 
advertisers  know  it 
is  the  best  read  pubh- 
cation  in  the  indus- 
try. For  more  infor- 
mation, call  John 
Danner,  the  Publish- 
er at  (415)  654-4567. 


A  CMP  Publication 


HealthWeek 

TTje  Sewspiper  For  America's  Heilth  Industry 


2200  PoweU  Street  •  EmeiTvUle  •  CA  •  94608 


ISCELLANEOUS  FOR  SALE         COMMERCIAL  ENGINEERING 


SVESTMENT  GEMSTONES! 
UARANTEED  LIQUIDITY!!! 

buy  &  sell  Diamonds  and  all  Precious 
nstones.  Free  wholesale  catalog  since 
7!  Member;  Jewelers  Board  of  Trade  & 
unber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-626-8352 


AVCON  Design  Group,  Inc. 

First  in  Mechanical  and  Electrical 
Consulting  Services  in  the  Building 
Construction  Industry.  Let  our  design 
help  keep  your  project  within  budget. 
34  East  39th  Street,  New  York  City 

(212)  682-5042 


CHARITABLE  FOUNDATIONS 


BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 
Slipcase:  $7.95; 
three  for  $21.95 
Binders:  $9.95 
three  for  $27.95 
Add  $1  per  unit  postage  card 
handling.  Send  check  to: 

JESSE  JONES  BOX  CORP. 

Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 
Or  call  1-800-972-5858 


Tax-Deductions,  1988— First 
Annual  Campaign.  American 
Life  Sciences  Fund,  Inc.,  tax- 
deductible,  non-profit.  Re- 
search-Cancer, Heart  Disease, 
and  Aids.  ALSF,  Inc.,  P.O. 
Box  87,  Nutley,  N.J.,  07110- 
0087. 


HORSES 


5^^^^^         Unique 
^  T\  I  :  ^  Christmas  Gift 

LIVING  ART 

Finest  Arabian  Horses 
Investment-Pleasure-Show 
Private  Showings 

Call-201-689-2607 


Dcjler 
Inquirin  Invited 


WeWiUNolBt  UndmaU-CaU  us  First! 


WlNECELLARS 


440  Bottle  Capacity 
700  Bottle  Capacity 
250  Bottle  Capacity 
2S0C  (full  see-thru  door) 
296  Credenza  (Low  Boy) 


$2494 
3495 
1795 
2195 
2495 


Separate  Cooling  Units:  48755* 
600  Bottle  Commercial  Unit  4995 

880  Bottle  Double  Wide  Unit  4495 

1400  Bottle  Capacity  6500 

60  Bottle,  glass  door  699 

Non  wood  unit-Not  hand-made 


Custom  Cellars  &  Racking  Systems  *  Call  for  our  catalog 
WiMECELLARS-USA     (800)  777-VI\0  or  (800)  777-8466 
*  839  So  LaBreaAve    *  Los  Angeles.  CA90036  ♦  OlympicSalesCo 
*V>sa/MC/AmEx/Discover*  We  Ship  Anywhere!*         Since  1947 


CORPORATE  ITEMS 


JOHN  CLEESE 

Regularly  Visits 
DEC,  3M, 
Hyatt  Hotels,^' 
Barclays  Bank, 
IRS  an(J  thousands' 
of  Other  organizations 
through  Video  Arts 
training  programs 

For  a  FREE 
catalog  of  sales, 
management,  and 
customer  relations 
programs  call: 

VIDEO 
ARTS 


In 


1-800-553-0091 

xl68 

IL  1-3 12-291-1008 

xl68 


Embroidered 
Caps 

^^        •Jackets 

•  M  ° 

for  FREE  Catalog 

TOLL  FREE  (800)  792-2277 
In  Calif.  (800)  826-8585 
San  Francisco  Embroidery  Works 

3952  Point  Eden  Way  •  Hayward  CA  94545 


Fbrbes:  Capitalist  Tool 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


EXECUTIVE  GIFTS 


HAVE  A 


HOLIDAY. 


Nothing  says  "Happy 
Holidays"  better  than  a 
Honeysuckle  Premium 
Smoked  Turkey. 

Each  8-10  lb.  plump, 
tender  bird  is  hickory 
smoked  the  slow,  traditional 
way  for  old  fashioned  melt- 
in-your-moutli  flavor  and 
juiciness. 

Your  orders  will  be  gift 
boxed  and  shipped  by  two- 
day  delivery  to  the  addresses 
you  specify.  AH  it  takes  is  a 
toll-free  phone  call. 

1-800-327-8831 

1  a.m. -7  p.m.CSTfjjj 
Mon.-Fri. 


m 


$ 


34 


95 

PLUS 
SHIPPING 


CARGILL,  Inc.,  Suite  500,  8000 
Centerview  Parkway,  Cordova,  TN  38018 


CELLULAR  PHONES 


CELLULAR  PHONES 

Fax  Machines.  Radar  Detectors.  Sports.  Wide  Area,  arid 
National  Pagers.  Photocopiers.  Business  Phone  Systems. 
TV.  Hii.  and  other  Electronic.  Equipment. 
Audiovox.  Blaupunkt.  Cobra,  Hitachi.  Jensen.  Mitsubishi. 
Motorola.  N-E-C,  0-K-l.  Panasonic.  Privacy  Voice 
Scrambler  Sharp.  Sony,  Toshiba.  Uniden,  Whistler  and 
othenraior  brands  at  major  discounts! 

„.^  '  (800)  421-9175  •  (215)  364-7890 

Vile  Deliver  MC/V/C-0-D  •  Dealer  Inquiries  Invited 


Streetwalker 


Edited  by  Thomas  Jaffe 


When  the  ducks  quack  . . . 

Anyone  who  doubts  that  Wall 
Street  is  a  branch  of  the  merchan- 
dising business  must  confront  Shear- 
son  Lehman  Mutton's  idea  of  repack- 
aging common  stock  into  three  kinds 
of  securities:  a  bond  and  a  common 
stock  warrant,  each  with  a  30-year 
life,  and  a  preferred  stock.  Four  blue- 
chip  companies  have  said  they'll  offer 
shareholders  the  chance  to  convert 
some  of  their  common  into  the  new 
three-way  paper.  The  four  are  Pfizer, 
Dow  Chemical,  Sara  Lee  and  Ameri- 
can Express  (Shearson's  parent). 

The  Street's  public  service  pitch  is 
that  this  repackaging  will  help  the 
market  put  a  truer  value  on  public 
companies.  But  a  better  way  to  under- 
stand the  newfangled  paper  is  as  new 
merchandise  for  The  Street  to  sell. 
Especially  attractive  to  the  salespeo- 
ple will  be  the  new  bond.  With  a  life  of 
30  years,  the  bond  will  offer  the  big 
institutions  a  yield-based  security. 
The  volatility  risk  inherent  in  a  com- 
mon stock  is  transferred  into  the  oth- 
er pair  of  securities. 

Appealing  as  these  bonds  may  be  to 
institutions,  individual  investors 
should  be  wary.  For  example,  Pfizer 
Corp.'s  new  bond,  yielding  $2,  will 
mature  at  $  1 50  in  30  years,  but  will  be 
worth  about  $27  when  it's  issued.  Ac- 
cording to  Shearson,  the  difference, 
$123,  will  be  treated  by  the  IRS  as  an 
original  issue  discount.  Which  means 
that  individuals,  unlike  nontaxpaying 
institutions,  will  be  taxed  on  the  $123 
of  phantom  income  over  the  life  of  the 
bond — at  the  individual's  full  margin- 
al tax  rate.  Yet  the  annual  interest  on 
the  bond  will  be  just  $2. 

The  problems  with  valuing  the  oth- 
er two  pieces  of  paper — the  preferred 
and  the  so-called  equity-appreciation 
certificates,  or  warrants — are  too 
complicated  to  go  into.  Suffice  it  to 
say  that  at  a  time  when  The  Street  has 
to  hustle  to  make  a  buck,  Shearson 
has  come  up  with  a  new  product  that 
should  make  its  sales  force  happy.  Or, 
as  the  wags  say,  when  the  ducks 
quack,  feed  'em.— T.J.,  Allan  Sloan  and 
Richard  .Stern 


Big  players  sidelined 

Sir  Gordon  White,  head  of  the  U.S. 
ami  of  Hanson  Pic,  jests  that  he 
ahno!>t  ffccls  guilty  for  sitting  out  this 
year's    riikeover    battles.    White    ac- 
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knowledges  that  lots  of  U.S.  targets 
look  tempting.  "Look  at  Ford,  for  in- 
stance. It  trades  on  a  P/E  of  5."  But 
there's  a  hitch.  "If  you  wanted  to  try 
and  buy  Ford,  you  might  have  to  pay 
four  times  that,"  Sir  Gordon  says. 
"That's  the  problem."  The  likely  pre- 
mium for  taking  control  seems  to 
grow  fatter  as  defense  strategists  hone 
their  recapitalization  proposals  and 
poison  pills,  and  boards  grow  bolder. 
"The  takeover  game,"  he  complains, 
"has  become  a  financial  game  far 
more  than  an  industrial  game." 

This  is  a  cautionary  note  for  inves- 
tors. A  bargain  stock  becomes  a  bar- 
gain only  when  someone  else  wants 
it.  If  winning  control  looks  too  expen- 
sive to  the  likes  of  Hanson,  so  it  must 
to  other  predators.  "What's  happened 
to  Ron  Perelman,  Carl  Icahn  and  Jim- 
my Goldsmith?"  asks  Sir  Gordon, 
noting  that  he  is  not  the  only  takeover 
artist  on  the  sidelines.  "What  are  we 
all  doing?"  But  don't  count  on  White's 
staying  permanently  quiet. 

After  a  string  of  takeovers,  Hanson 
IS  now  Britain's  fifth-largest  company 
(based  on  market  capitalization  of 
over  $12  billion)  and  is  loaded  with 
firepower.  Net  cash  stands  at  nearly 
$1.5  billion,  and  the  company  is  ask- 
ing shareholders  this  month  to  nearly 
double  Its  borrowing  limit,  to  over 
$20  billion.  Sterling,  meanwhile,  con- 
tinues to  strengthen  against  the  dol- 
lar.— John  Marcom  Jr. 


Safe  haven? 

The  big  computer  companies  are  far 
from  having  a  banner  year,  and 
Nikko  Securities  analyst  Michael 
Geran  expects  their  margins  will  con- 
tinue under  pressure  as  the  battle  for 
share  rages  in  a  fairly  flat  market. 

But  Geran  thinks  NCR  may  be  an 
exception.  He  is  mightily  impressed 
by  this  $6  billion  company's  cost  con- 
trols. Since  1984  revenues  have  in- 
creased 48%,  while  the  number  of 
employees  has  remained  steady,  lead- 
ing to  a  43%  increase  in  sales  per 
employee.  That's  one  of  the  best  re- 
cords in  the  industry.  Geran  projects 
NCR's  costs  and  expenses  will  be  up 
just  5.7%  in  1989.  That  should  trans- 
late, says  he,  to  a  12.6%  pretax  mar- 
gin— down  modestly  from  this  year's 
13.2%  but  still  quite  respectable. 

Geran  also  likes  NCR  for  its  finan- 
cial strength.  Net  cash  flow  is  on  the 
rise;  among  other  things,  this  has  al- 


lowed NCR  to  buy  back  shares,  more 
than  14  million  since  1987.  (There 
currently  are  80.3  million  common 
outstanding.)  Result:  Earnings  per 
share  should  keep  on  growing  faster 
than  sales  as  the  market  capitaliza- 
tion continues  to  shrink. 

Geran  estimates  NCR  will  earn 
$5.36  a  share  in  1988,  up  19%,  and 
he's  looking  for  an  8.2%  gain,  to 
$5.80,  in  1989.  The  stock  is  currently 
around  53 'A.  If  Geran  is  on  target, 
NCR's  downside  is  only  47  or  so, 
while  the  upside  potential  is  67.  Not  a 
stock  to  make  a  killing  on,  but  one 
with  a  favorable  risk/reward  ratio  and 
a  dividend  return  of  2.3%. 


Sleeper  ^ 

Are  there  any  reasonably  priced 
food  stocks  left?  Charles  Ceran- 
kosky,  an  analyst  at  Cleveland's  Pres- 
cott.  Ball  &.  Turben,  thinks  he's  found 
one,  Curtice  Bums  Foods,  Inc. 

Curtice,  a  $700  million  (revenues) 
outfit  headquartered  in  Rochester, 
N.Y.,  is  a  classic  niche  marketer.  It 
specializes  in  strong  regional  brands 
of  food  items  in  which  per  capita  con- 
sumption is  low.  Among  its  star  prod- 
ucts are  Comstock  pie  fillings,  big  on 
the  East  and  West  coasts,  and  Far- 
man's  pickles  and  sauerkraut,  a  main- 
stay in  the  Pacific  Northwest. 

Being  a  regional  player  saves  Cur- 
tice from  the  need  to  lay  out  lots  of 
money  on  national  advertising.  An- 
other ace  up  Curtice's  sleeve  is  its 
affiliation  with  Pro-Fac,  an  agricultur- 
al cooperative  that  supplies  about 
two-thirds  of  its  food  material  needs. 
This  connection  proved  particularly 
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A  stinipliiifi  uj  Curtice  Bunis  brands 
Regional  rewards. 
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valuable  in  the  aftermath  of  the  1988 
drought. 

For  the  fiscal  year  ended  June  30, 
earnings  were  up  34%,  to  $2.33  a 
share.  Cerankosky  is  looking  for  an 
18%  increase  in  the  current  year,  to 
$2.75.  So  the  stock — recent  price  of 
2578  on  the  Amex — sells  for  just  nine 
times  estimated  earnings,  cheap  for  a 
food  stock  these  days.  But  don't  ex- 
pect a  takeover.  Agway  owns  91%  of 
the  Class  B  stock,  which  elects  70% 
of  the  board,  and  has  another  12%  of 
the  publicly  traded  4.2  million  Class 
A  shares.  Here's  a  rare  one  that  looks 
good  on  fundamentals. 


Brave  analyst 

(^1  iven  the  sorry  performance  of 
^Ji  some  upstart  environmental  ser- 
vices companies  (American  Toxxic 
Control  comes  to  mind),  it  takes  a 
brave  analyst  to  recommend  one.  Paul 
Farrell  of  Goldman,  Sachs  is  a  brave 
analyst.  He  likes  little  ($68  million 
sales)  Allwaste,  Inc.,  of  Stafford,  Tex. 
Farrell  says  Allwaste  reminds  him  of 
Browning-Ferris  15  years  ago.  And  no 
wonder — Raymond  L.  Nelson,  All- 
waste's  chairman,  spent  seven  years 
m  acquisitions  and  market  develop- 
ment at  Browning. 

Since  going  public  in  1986  at  $5  a 
share,  Allwaste  has  expanded  rapidly 
by  acquiring  some  25  smaller  service 
companies  across  the  country.  De- 
spite all  this  dealmaking.  Nelson  has 
kept  the  balance  sheet  conservative: 
Cash  and  receivables  exceed  current 
-liabilities  by  over  2-to-l. 
I  Nelson  has  staked  out  three  strong 
"niches:  tank  cleaning,  asbestos  abate- 
ment and  air  moving — the  vacuuming 
of  industrial  waste.  It  is  in  this  last 
area,  where  Allwaste  is  the  U.S.  mar- 
ket leader,  that  Farrell  says  prospects 
are  particularly  bright.  That's  because 
Allwaste  manufactures  the  Guzzler,  a 
superstrong  vacuum  machine  that  is 
in'such  great  demand  that  the  compa- 
ny had  three  shifts  working  round  the 
clock  to  produce  it. 

For  the  fiscal  year  ended  Aug.  31, 
eamings  climbed  sharply,  to  55  cents 
a  share.  Farrell  thinks  Allwaste  will 
earn  80  cents  a  share  in  the  current 
fiscal  year,  and  is  estimating  $1.05  for 
fiscal  1990.  The  stock,  recently  at  13 
o-t-c,  has  been  under  pressure  since  it 
peaked  at  25%  last  year,  and  the  po- 
tential for  disappointments  should 
not  be  underestimated.  Nonetheless, 
Farrell  believes  the  stock  will  recover 
to  20  within  two  years.  There  are  10 
million  shares  outstanding;  insiders 
own  about  21%.— Evan  Sturza 


Read  two  at  night, 
Wake  inspired  in  the 
morning 

The  original  volume  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  was  a  bedside 
book,  a  traveling  companion,  an  ideal  birthday 
or  holiday  gift,  even  part  of  the  new  employee 
program  at  a  firm  of  business  consultants. 

Now  in  a  handsome  blue  cloth  slipcase,  the 
expanded  two-volume  edition  of  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
being  offered  to  Forbes  readers. 

The  result  of  patient  culling  month  by  month 
over  a  number  of  years,  each  volume  contains 
some  3,500  polished  gems  of  wisdom  from 
the  great  authors  of  Greece  and  Rome  down 
to  our  own  day. 

The  pages  are  generously  laid  out  on  good 
quality  paper,  a  pleasure  to  browse  through  and 
savor  at  random,  a  Thought  or  two  at  a  time. 
Alternatively,  a  special  index  allows  the  pursuit 
of  themes  such  as  thoughts  on  Courage,  Patriotism, 
Faith,  Romance  and  Taxes. 

The  binding  is  blue  cloth  with  matching  slipcase.  The  lettering  on  the 
spine  is  imprinted  in  gold. 

The  price  for  the  two  volume  set,  $31 .95,  is  a  nice  saving  on  the  per  volume 
price  of  $18.50.  To  order,  simply  fill  out  and  mail  the  coupon  below. 


The  original  volume.  500  pages,  approximately 
3,500  Thoughts.  Same  binding  as  two-volume  set. 
Only$18.50 


Forbes 


DEPT  T,  60  FIFTH  AVENUE,  NEW  YORK,  NY  10011 


I     I  Send  me  the  2-volume  boxed  set  of  The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life.  My  check  for  the  special  price  of  $31 .95  enclosed. 

I     I  Send  me  the  original  one-volume  collection.  My  check  for  $18.50  enclosed. 

Send  to 


(please  print) 


Address 


City 


State 


Zip 


□  Charge  my  credit  card 

□  American  Express 
n  MasterCard 

D  VISA 


All  prices  include  postage  and  handling  charges.  Please  add 
appropriate  sales  tax  on  New  York  State  orders  and  other 
states  where  applicable. 


Credit  Card  Number 


Expiration  date 
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The  Chinese  know  we  mean  business  China- 
one  of  the  business  world's  final  frontiers.  If  you 
do  business  there,  you  know  precisely  hovyt 
highly  our  magazine  is  regarded.  With  our  sub 
stantial  readership  of  500,000,  we  are,  very  sim 
ply,  China's  link  to  the  world  business  commu 
nity.  We  are  the  international  business  handbool|; 
of  top  government  and  trade  officials,  if  you  arc!^ 

ID 

considering  marketing  to  China,  consider  alsc^ 
that  for  very  low  cost  your  ad  can  run  in  Business 
Week's  International  Business  and  Managemen 


For  further  information  contact:  Hal  Berry  212/512-3867 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. ..." 
Items  from  past  issues  of  Forbes 


Seventy  years  ago  in  Forbes 

From  the  issue  of  Decembet-  28,  1918) 

'If  we  exercise  the  same  spirit  of  co- 
Dperation  and  zeal  for  the  common 
^ood  that  we  exercised  in  1918,  then 
1919  should  be  both  happy  and  pros- 
perous for  us  as  a  nation.  The  process 
Df  readjustment  is  going  on  wonder- 
ully  and  smoothly  so  far.  The  govem- 
nental  agencies  are  functioning  with 
in  unexpected  degree  of  efficiency 
md  dispatch.  Employers  generally  are 
icting  considerately  towards  workers, 
md  workers  in  turn  promise  to  adopt 
1  rational  attitude.  We  have  in  abun- 
iance  the  materials  the  world  needs; 
A  e  have  the  men  and  the  machinery 
:o  manufacture  them;  we  will  soon 
lave  the  ships  to  transport  them,  and 
AC  have  an  ideal  banking  system  to 
inance  them." 


"arter  Glass,  made  Treasury^  Secretary  in 
1918,  survived  boom  and  crash  to  frame 
he  Glass-Steagall  Banking  Act  of  1933 

Sixty  years  ago 

From  the  issue  of  January  1,  1929) 
'The  New  York  Stock  Exchange, 
which  regarded  'million-share-days' 
IS  events  before  the  Coolidge  Bull 
Vlarket  set  in,  began  in  the  fall  to 
experience  five-million-share  days, 
md  even  six-million-share  days  were 
reached.  The  craze  for  speculation 
sent  the  price  of  Stock  Exchange  seats 
Tom  $170,000  in  the  previous  year  to 


Asked  Forbes:  "Will  the  Ticker  bring  a 
Happy!  or  an  Unhappy  New  Year?" 

$595,000;  New  York  Curb  Market 
memberships,  worth  $5,000  only  a  few 
years  ago,  soared  to  $170,000.  ..." 

"Twenty-five  years  after  that  historic 
day  on  December  17,  1903,  when  Wil- 
bur and  Orville  Wright  made  the  first 
successful  flight  in  a  heavier-than-air 
machine  .  .  .  aerial  pilgrims  from  near- 
ly every  advanced  country  of  the  world 
found  themselves  assembled  near  Kit- 
ty Hawk,  N.C.  ...  to  attend  the  un- 
veiling of  the  congressional  monu- 
ment at  the  spot  where  Orville  Wright 
took  off  on  his  famous  flight  of  59 
seconds." 

Fifty  years  ago 

(From  the  issue  ofjatiuary  1,  1939) 
"There  was  a  time  when  Britons, 
thanks  to  the  London  Times,  were  more 
fully  informed  on  international  hap- 
penings than  any  other  people  on  the 
face  of  the  earth.  But  that  is  not  true 
today.  My  visits  to  Europe  have  con- 
vinced me  that  our  leading  American 
newspapers  devote  far  more  space  to 
international  happenings  than  does 
the  London  Times — or,  indeed,  the 
newspapers  of  any  other  country.  The 
least-informed  people  are  those  living 
under  dictatorships." — B.C.  Forbes 

"McKesson  &  Robbins  revelations, 
growing  more  fantastic  day  by  day, 
plunge  the  accounting  profession  into 
hot  water.  Its  defense  against  charges 
of  sleeping  at  the  switch:  Normal, 
standard  checkup  methods  were  ap- 


parently used  by  the  accounting  firm 
which  audited  McKesson  &.  Robbins' 
books.  ..." 

Twenty-five  years  ago 

(From  the  issue  of  January  1,  1964) 
"The  unhappy  tendency  of  the  post- 
war crop  of  household  synthetic  deter- 
gents to  choke  up  drains,  sewers  and 
streams  should  soon  be  solved.  By 
1965's  end,  say  industry  spokesmen, 
nearly  all  U.S.  synthetic  detergents 
will  be  made  of  the  new  'soft'  materi- 
als degradable  by  the  same  bacteria 
that  act  on  soap." 

"Last  April  Textron  Inc.  achieved  at 
least  one  distinction  among  Forbes' 
diversified  companies — it  was  the  first 
to  forsake  completely  its  original  field. 
For  when  it  sold  its  Amerotron  textile 
division,  it  thereby  cut  itself  off  from  a 
textile  past  stretching  back  into  the 
1920s.  Textron  now  makes  consumer 
goods,  defense  products,  metal  prod- 
ucts, agrochemicals  and  industrial 
components." 

Ten  years  ago 

(From  the  issue  of  December  25,  1978) 
"Working  women  may  be  making 
progress  organizationally,  but  geo- 
graphically they  are  practically  immo- 
bile. A  check  of  50  major  corporations 
showed  that  29  had  transferred  no 
women  employees  at  all  in  either  1977 
or  1978;  among  the  remainder,  women 
represented  just  below  6%  of  the  trans- 
ferees m  1977  and  7.6%  in  1978,  and 
almost  ail  of  those  were  single  or 
divorced." 

"A  generation  ago  the  word  'discount- 
ing' conjured  up  visions  of  an  ex-G.l.  in 
his  old  Eisenhower  jacket  double- 
parking  his  Nash  outside  Korvette's 
on  West  48th  Street  in  Manhattan, 
dashing  inside  to  check  the  price  on  a 
15 -inch  table  model  tv  set — and  hold- 
ing off  until  he  checked  out  the  price 
down  the  street  at  Masters.  ...  If  you 
were  the  discounter,  you  needed  a 
sharp  pencil  and  the  nerves  of  a  burglar 
to  stay  alive,  surviving  on  razor-thin 
margins  and  lightning-fast  inventory 
turnover. 

"The  margins  are  still  thin  and  the 
turnover  rapid,  but  in  just  about  every 
other  respect  the  discount  game  has 
radically  changed.  Discounters  moved 
about  $45  billion  worth  of  merchan- 
dise this  year — $1  of  every  $3  in  retai) 
trade.  .  .  ." 
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All  ambitions  are  lawful 
except  those  which  climb 
upward  on  the  miseries  or 
credulities  of  mankind. 
Joseph  Conrad 


It  is  by  attempting  to  reach  the 
top  at  a  single  leap  that 
so  much  misery  is  caused 
in  the  world. 
William  Cobbett 


The  vulgar  man  is  always  the 
most  distinguished,  for  the 
very  wish  to  be  distinguished 
is  vulgar. 
G.K.  Chesterton 


All  sins  have  their  origin  in 
a  sense  of  inferiority, 
otherwise  called  ambition. 
Cesare  Pavese 


Most  people  would  succeed 

in  small  things,  if  they 

were  not  troubled  with 

great  ambitions. 

Henry  Wadsworth  Longfellow 


People  are  always  neglecting 
something  they  can  do  in 
trying  to  do  something 
they  can't  do. 
Ed  Howe 


Ambition  is  to  the  mind  what 
the  cap  is  to  the  falcon;  it 
blinds  us  first,  and  then 
compels  us  to  tower  by 
reason  of  our  blindness. 
Charles  Caleb  Colton 


Men  must  have  corrupted  nature 
a  little,  for  they  were  not 
born  wolves,  and  they  have 
become  wolves. 
Voltaire 


What  you  are  must  always 
displease  you,  if  you  would 
I  to  that  which 
cro  not. 

..'GUSTINE 


Thoughts 

on  the  Business  of  Life 


Ambition  can  be  a  fiend  or  angel.  It 
can  ennoble  or  ruin.  It  can  be  a 
blessing  or  curse.  Ambition  means 
longing  and  striving  to  attain  some 
purpose.  Therefore,  there  are  as  many 
brands  of  ambitions  as  there  are 
human  aspirations.  Tloe  individual  or 
the  race  without  vigorous,  impelling 
ambition  stagnates,  sinks,  decays 
Few  there  are  in  this  country 
without  some  ambition. 
B.C.  Forbes 


Ambition,  having  reached 
the  summit,  longs 
to  descend. 
Pierre  Corneille 


Ambition,  old  as  mankind, 
the  immemorial  weakness 
of  the  strong. 
Victoria  Sackville-West 


Ambition  makes  more 
trusty  slaves. 
Ben  Ionson 


From  love  we  often  pass  to 
ambition,  but  we  rarely 
return  from  ambition  to  love. 
La  Rochefoucauld 


Ambition  is  only  vanity  ennobled. 
Jerome  K.  Jerome 


Mote  than  6.000  "Thoughts.  '  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to:  Forbes  Inc..  60  Fifth  Ave.  New  York, 
NT  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


He  is  much  to  be  dreaded 
who  stands  in  dread 
of  poverty. 
PuBLiLius  Syrus 


I  have  always  seen  unbridled 
ambition  accompanied 
by  distrust. 
G.C.  Lichtenberg 


The  great  and  glorious 
masterpiece  of  man  is  how 
to  live  with  a  purpose. 
Michel  de  Montaigne 


Nothing  arouses  ambition  so 
much  as  the  trumpet-clang 
of  another's  fame. 
Baltasar  Gracian 


Ambition  is  but  avarice  on 
stilts  and  masked. 
Walter  Savage  Landor 


w 


A  Text . . . 

And  he  sat  down,  and  called 
the  twelve,  and  saith  unto 
them.  If  any  man  desire  to  be 
first,  the  same  shall  be  last 
of  all,  and  serx^ant  of  all. 
Mark  9:35 


Sent  in  by  Alice  Darwin,  Louisville,  Ky. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Ambition  is  the  last  refuge 
of  the  failure. 
Oscar  Wilde 
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Ambition  is  like  love,  impatient 
both  of  delays  and  rivals. 
John  Denham 


You  aim  for  the  palace  and 
get  drowned  in  the  sewer. 
Mark  Twain 
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